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THE SURPLUS REVENUES may be disposed of in two simple ways.
One is to reduce taxation and the other to increase expenditure.
In 1837, when the public debt was paid and the receipts from the sale
of public lands caused the accumulation of a surplus in the Treasury,
the public moneys were handled on a different plan than that fol-
lowed at the present day. The public money was as fast as collected
paid into banks designated as depositories by the Government. These
banks were located in all parts of the country and were State banks
organized under the laws of the States. They had no powers granted
by the Federal Government. The funds of the Government under
this system of deposit with the banks were never taken out of the
general circulation of the business community. The banks loaned
the funds to their customers, and the more freely as it seemed im-
probable that the United States would have any use for the money.
There was not the same objection to a surplus under the laws of that
day governing the disposition of public money that exists at the pres-
ent time. Nevertheless, the surplus of 1836-37, was the cause of
much solicitude on the part of the statesmen and publicists of the
period. It arose from the belief in the minds of the leaders of the
party opposed to the Administration that the control of so much money,
the power to favor one bank or locality by depositing funds, and pun-
ishing another bank or locality by withdrawing funds, gave the Ex-
ecutive a lever for corrupting the nation in its own favor and facili-
tated a President in securing re-election.

Various plans of diminishing the surplus were suggested. The
source of excessive revenues being mainly the proceeds of sale of pub-
lic lands, one proposition was to dispose of the lands at prices so low
as to merely pay expenses. Another was to use the surplus in the
construction of public works. These propositions were unsatisfactory,
because they must have been carried out by the Executive, and could
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have been used to enhance the popularity of the Administration in
power. Congress finally saw no better way of solving the problem
than by distributing the surplus existing on January 1, 1837, among
the States. The idea seems to have been that the States would use
the funds so obtained in the construction of public works, and that
the whole country would be benefited, while the executive branch of
the Government was deprived of the temptation to use public funds
as the means of political corruption. The public funds were depos-
ited in eighty-eight banks, and comprised two-thirds of all their de-
posits. No such draft for deposits was ever made on banks in all the
history of banking as was ordered by this measure. It fell the heav-
ier as there was no combination or plan of mutual support among the
eighty-eight depositories. The result was the utter breaking down of
the banks, and the occurrence of widespread financial panic. The
country in less than a year fell from the pinnacle of apparent pros-
perity to the lowest stratum of business adversity. The Government
revenues, from great excees, became unequal to its expenditures. It
is possible that much of the inconvenience at this period might have
been avoided had the surplus moneys been permitted to remain in the
Treasury. Theattempt to give them to the States was a shock which
the banking system of the day could not endure.

The period from 1846 to 1857 was one of great and solid prosper-
ity. The tariff of the day worked well, and before 1857 the revenues
of the Government began to exceed the expenditures. The independ-
ent Treasury system began to lock up this surplus and to have a dis-
astrous effect on the circulating medium of the country. There is
but little doubt that the surplus revenue and its locking up in the
Treasury was one of the chief causes of the financial crisis of 1857.
Since the last-mentioned period whenever the country has begun to
enjoy prosperity, with its natural concomitant, an increase of the rev-
enues of the Government, the surplus revenue locked up in the Treas-
ury has proved adverse,

There could not be devised a more complete and adequate preven-
tive to the undue development of prosperous times than the independ-
ent Treasury system. Like the governor of the engine it acts auto-
matically to accomplish its end. The revenue increases as the people
prosper; as it increases the surplus in the form of a large proportion
of the circulating medium is locked up. Money becomes stringent,
credit receives a shock, a panic occurs, followed by hard times, grad-
ual liquidation, a reduction of revenue, and money idle in the chan-
nels of circulation. By degrees credit and confidence return, busi-
ness revives, prosperity increases, revenues increase and another
surplus appears, currency is locked up, and the old round repeated.
Those who seek to apply remedies find themselves paralyzed on
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allbands. If it besuggested that the public money be deposited with
the banks, at once the objection of political inexpediency is raised.
The Administration resorting to this remedy is accused just as in the
days of JACKSON and VAN BUREN of desiring to reward its friends
and punish its enemies. ‘ Pet banks” is the favorite sneer at this
time as well as sixty years ago. No Administration seems to be able
to endure this mode of attack. To reduce the revenues is another
proposed remedy. Changes in the tariff laws are always, as the his-
tory of the country shows, matters of the utmost risk. They are
made the opportunity of those who seek protection of the tariff for
their private interests, and the clash of these private interests is so
great that a new tariff bill is always a mass of compromises which
may work very differently in practice than was intended by those who
initiated the amendment of the tariff laws. The new measure may
either increase the revenue or it may reduce it too radically. The
discussion of the tariff in the manner in which it is sure to be dis-
cussed in Congress, when opportunity is given, always unsettles and
retards business.

The only other way to get rid of the surplus is by expenditure,
either in payment of the public debt or in new ways devised by Con-
grees. The provisions under which the bonds are issued do not per-
mit them to be called for payment. Until the Government acquires
this option, the public debt can be reduced by purchase only. When-
ever there is a surplus with which to purchase bonds, the price is sure
to be 8o high as to make a responsible officer hesitate. The Admin-
istration, between the real difficulties of the situation and its political
fears, is very loath to take any radical step. The real duty of dis-
posing of surplus money belongs to Congress, and that body is more
apt to adopt measures which will exhaust it in increased expenditure
than to reduce it or dispose of it in allowing purchase of bonds not
yet due.

The history of the revenues of the country indicates that as they
increase the appropriations made by Congress increase. A decrease
in appropriations always follows a decrease of revenue. An increase
of revenues is invariably followed by the discovery of new ways of ex-
pending them. Moreover, it is questionable whether the people do
not gain more by this tendency than they would if Congress sought
to devise means of relieving the country from the burden of an unem-
ployed surplus, by some scheme of investment of it.

The deposit of the surplus in the banks in 1833-36, resulted disas-
trously. It might be more successful at the present time, but its po-
litical unpopularity precludes its extensive use. To deposit with the
States might turn out better also to-day than it did in 1837, but this
plan will probably not be revived. The revenue may be reduced by
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Congress, or that body may order bond purchases. It is most proba-
ble that congressional action will take the direction of measures of
expenditure, included under these heads, subsidies, pensions, and
canal schemes, which will probably provide sufficient check to the
accumulation of the surplus.

The suggestion that the banks pay interest on the public moneys
placed on deposit with them, recently made by Mr. GAGE, is a good
one. Of course the banks could afford to pay interest for Govern-
ment deposits thesame as for other deposits, if they are relieved from
the necessity of giving special security for them. It is to be appre-
hended that there would be much opposition to permitting banks to
receive Government deposits without securing the Treasury by the
deposit of United States bonds. If deposits were given to banks pay-
ing the highest interest, it is to be feared that the Treasury might be
induced to favor institutions that were not absolutely safe. The less
trustworthy institutions would offer the highest interest. If their
offers were refused the Government would be accused of favoritism.

A SILVER COMBINATION is being planned among the companies
and individuals controlling a great’ portion of the silver-producing
mines and plants, the object being to increase the price of silver.

In this era of great economic combinations there is nothing very
surprising in this course of action. The wonder is rather that it has
not been tried before. 'The reason it has not seems to be that the sil-
ver miners of the United States have been since 1876 looking for pro-
tection by some action of the Government, restoring to silver its im-
portance as a money metal. This hope that government would give
the silver industry the assistance it 'demanded has effectually, until
now, prevented any attempt at self-help.

There is no industry more exposed to the evils of free competition
than the mining of silver. The abundance with which silver-produc-
ing ores are found on the two continents of the Western Hemisphere,
and the freedom allowed to prospectors and miners under the laws of
the United States, led to an activity of production at the old price of
silver that at once rendered the maintenance of that price impracti-
cable. This was particularly the case as new and improved processes
were invented for working the ores and as more capital was from time
to time invested in the business. It must be remembered that unlike
gold silver is seldom or never found except in combination with other
substances, and that more labor and capital are required for its ex-
traction than is the case with gold. That is, silver is never found in
the placer mines from which gold is so easily extracted by simple pro-
cesses within the power of the individual miner.



EDITORIAL COMMENT. 5

When, however, the price of silver was still at the level indicated
by the well-known ratio of sixteen to one .in the coinage, small capi-
talists could make money by treating ores of average richness by such
processes as their capital permitted them to use, and ores of very low
grade could be profitably treated by those whose capital allowed the
introduction of adequate machinery. But as the price fell the area
of profitable production narrowed, and placed the business more and
more in the hands of the possessors of rich ores and adequate capital.
Two causes led to the fall in price, the increase in the supply and the
tendency of all civilized nations to found the monetary standard of
value on gold alone. This tendency, leading to the abolishment of
the free coinage of silver at all the national mints, was due to a de-
sire to.insure more pranizion in sommercial dealings and in the invest-
ment of wealth.

This abandonment of silver as a standard of value has been a great
blow to those who possessed silver mines and the machinery for work-
ing them. Instead of recognizing the legislation which demonetized
silver as the inevitable consequence of a common impulse in the minds
of men in favor of gold as the more suitable monetary standard, those
interested in silver as a source of profit have chosen to regard it as a
sort of great commercial plot against their metallic product, and they
have sought to counteract it by attacking this legislation by agitation
for its repeal. As the enactments attacked were only the symptom
of an irresistible natural law, the efforts to prevent and overthrow
them have been futile. The great exertions made by the advocates
of silver to stem the tide of gold legislation have not, perhaps,
been entirely unprofitable to them, although the campaigns and
agitation of the last twenty-five years have been very costly to
the silver miners, as well as to the general public, whose opposed will
has prevented the remonetization of silver, the main object aimed at.

It is probably susceptible of proof, if those who have so strenuously
and persistently struggled for the remonetization of silver as a means
of enhancing the price of silver had earlier seen and frankly acknowl-
edged to themselves the real nature of the contest in which they were
engaging, and its obvious futility, they might have abandoned it with
advantage for the course which it is now proposed to take. If the
gilver miners, instead of spending their money and intellectual energy
in bolstering up a hopeless political cause, had formed an industrial
combination to maintain the price of silver, they would very possibly
have succeeded to an extent which would have insured them greater
profits than any they have obtained by the sales secured by action
along political lines.

There are several reasons why a combination by ordinary indus-
trial methods should result in successfully raising the price of silver.
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The largest part of the world’s supply of silver comes from the West-
ern Hemisphere, and most of it is produced in the United States and
Mexico. There is no insuperable obstacle to combination among the
mine operators of these two countries. The combination, if made, is
not likely to suffer competition from small producers. The conditions
under which silver is found all point to the advantage of large capi-
tal in its production. It is one of those substances that lend them-
selves easily to the control of capital, much more so than oil and other
products which have. been profitably brought under such control.
The point at which it exhibits the greatest disadvantage is that of
consumption. Once mined the stock is not so easily diminished, but
in this respect silver is superior to gold. It wastes more readily by
corrosion and exposure. When used for coins it wears by abrasion
more rapidly than gold, because more actively in circulation. It is
used to a greater extent than ever before in the arts, as its suitability
for numerous purposes manifests itself. It is probable that its use
for subsidiary coinage will increase after it i8 once acknowledged that
it will never more rival gold as a standard metal. In fact, there are
many circumstances that favor the belief that if the business of the
production of silver, including the process of refining, should be con-
ducted with the system and skill which can be exerted by a properly
organized combination, the price may within a reasonable period be
materially advanced, perhaps not to the figure prevailing when it was
still a standard metal, but sufficiently high to remove complaints as
to the lack of profit in silver mining. '

THE STOCKHOLDERS OF A BANK are the ones most vitally con-
cerned in its management, and they are the ones upon whom losses
by defalcations or bad judgment in making loans fall most heavily.
A depositor can in any event lose only what he puts into the bank;
but a shareholder may lose his original investment, the premium on
his shares, and in addition be compelled to pay an assessment equal
to the par value of the stock.

. ‘With so much at stake, it would seem that those who own bank
stock would exercise the greatest vigilance over institutions in which
they are interested and insist on the strict observance of sound bank-
ing methods. In Canada and some other countries where there are
only a limited number of banks, of very large capital, the stockhold-
ers exercise more direct control of the banks and have more of a voice
in their management than in this country. Here it is too often the
case that the owner of the stock of a bank shows but little concern as
to how things are going, so long as he gets his dividend regularly at
the customary rate or a little more. 'When the bank fails no one in
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the community is more surprised than he, and no one knows less as
to the actual conditions which caused the failure.

In the nature of things, the immediate supervision of the affairs
of abank must be delegated to some authority less numerous than
the eshareholders; but this shifting of control from the owners to the
directors and from the latter in turn to the executive officers does not
release the real owners of the bank from responsibility in conserving
their property and that which the public has confided to them. The
delegation of power, in this case, does not imply its complete abdica-
tion, and it is the duty of the principals to see that their agents are
faithful. This is the view that the law takes in imposing what is
known as the double liability on the holders of bank shares.

An added check upon dishonest or incompetent bank management
would be afforded by occasional examinations by a committee of
stockholders, made up, wherever possible, of those who were neither
officers nor directors, and in turn examinations by directors and offi-
cers. There would thus be three examinations—one by the officers,
one by the directors and one by the shareholders. This would, as a
rule, make collusion among the officers and directors impossible. The
system of official examination by State and National authority is good
as far as it goes, but it is necessarily often more or less superficial.
If supplemented, however, in the way suggested, the safety of banks
would be assured so far as it can be by rigid supervision. Preferably
the examinations proposed, or at least one or more of them, should be
made with the assistance of an outside expert accountant, who is
familiar with the routine of bank bookkeeping.

To criticise officers and directors of banks without holding share-
owners to a just sense of their responsibilities and duties is like trying
to purify the waters of a stream whose source is forever contaminated.
Indifference upon the part of those who ought to be most deeply con-
cerned is responsible for the bad government so much complained of
in our large cities, and not infrequently the bad management of banks
is due to similar causes.

It has been well said that the stockholder is the last creditor to be
paid when the bank fails, and so long as he does not lose his invest-
ment the public will not suffer. The duty and opportunity of keep-
ing the conduct of the monetary institutions of the United States up
to the highest possible standard rest with those who own them.

THE REDEMPTION OF BANK CIRCULATION, or in fact of paper
notes, whether of the banks, the Government or private individuals,
is of the utmost importance in a monetary system. Such redemption
may be adequately provided for, but this mere provision does not of
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itself insure the actual redemption. As the credit of the issuer ac-
quires greater stability, the notes in the hands of the public approxi-
mate more closely to real money and tend to remain in circulation.
There is no motive for their redemption, and they increase the stock
of money out of proportion to the normal demands of business, and
stimulate unduly speculative enterprise. The result is that unre-
munerative undertakings at length produce failure attended with
periodical panic in financial circles, more or less widespread.

Theoretically, the use of paper or representative money is intended
to aid the distribution of real money so that it will be always availa-
ble to facilitate the necessary exchanges of products of all kinds. If
the proper distribution of money could be insured there would be less
unprofitable enterprise, and less waste of energy in all branches of
business. Every failure in business represents a waste of energy,
which if it had been applied more skilfully or under more favorable
conditions, would have added to the wealth and prosperity of the
country.

‘What is meant by an elastic currency is a currency so adjusted
that it automatically effects such a distribution of money as to
meet in great measure the occasions for profitable enterprise as they
develop themselves. The notes of private individuals, of firms and
corporations effect this to a very great extent. They are used to ob-
tain the money or the use of money needed, and as soon as the enter-
prise is completed they are redeemed and destroyed, or at least be-
come incapable of further use. Checks drawn on banks are another
class of representative money, that cease to exist as such when their
immediate purpose has been accomplished. The notes of the Gov-
ernment and the banks are a development of the ordinary promissory
note, which by custom have lost the characteristic of automatic re-
demption and effacement which representative money generally pos-
sesses. They have thus lost what is usually called elasticity, and
while still retaining many indispensable advantages, as an aid to ex-
}change, they do not fulfil all the purposes that they should theo-
’ retically.

It is well known that before the Civil War the State banks issued
notes which were in various ways redeemed whenever they became
redundant, generally at the expense of the public. There were many
disadvantages connected with the old State bank circulations, due to
conditions which have more or less passed away. It was, however,
the rule under the old systems of State banking that where the means
of redemption provided by the issuing banks were adequate, the notes
having answered their purpose were redeemed and effaced themselves
much in the same manner as is now the case with checks and ordinary
promissory notes. When redeemed the bank notes were no doubt re-
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issued, as it was called; but this, technically, was the same as issu-
ing a new note, just as an individual having paid and cancelled one
promissory note may issue another if occasion requires. The Bank
of England maintains this analogy by never reissuing a note once
paid. The paid note is kept as a voucher or is destroyed.

In all theoretical treatises on the issue of paper money the redemp-
tion is something very much insisted on, not only that redemptions
should always be easily attainable for the maintenance of credit, but
that it should occur as a matter of course, whenever the holder of a
bank note no longer required it for purposes of exchange. Practically,
however, perfect provision for redemption of bank notes and their
automatic redemption seem to be incompatible. The perfect credit of
the National bank note or the Government note leaves no motive in
the mind of the ordinary holder to present it for redemption in coined
money. If there is to be any adequate redemption of these notes, to
reduce their aggregate volume in circulation at times when they are
not needed, it must ordinarily be brought about by the influence of
some other motive than the distrust of the means for immediate re-
demption. That this distrust may arise at times, though usually
lacking, was seen in regard to Government notes in 1893. Thisisa(
motive for redemption that is to be deplored, and one that should not
be depended upon in any plan for insuring automatic contraction of |
a paper currency. It is very generally agreed, however, that auto-;
matic contraction and expansion of a bank currency, although de-}

{
1

clared by many impossible of attainment, is very desirable, if it could
be contrived. As to its possibility it may be prefaced that all of the
workings of the modern monetary system, which produce such won-
derful results throughout the world, are the outcome of the employ-
ment of artificial devices and inventions which are adapted to the
natural rules of human conduct. If a bank currency is made to re-
spond in its increase and decrease of volume to the demands of busi-
ness, without unduly cramping enterprise on the one hand, or unduly
forcing and stimulating it on the other; if, in other words, it is to be-
come perfectly elastic, as is said, then this desired result must be ac-
complished by some artificial means. The clearing-houses are arti-,
ficial means of exchanging and cancelling checks when the end for
which the check was drawn has been fulfilled. Some analogous de-
vice can certainly be operated for reducing the volume of bank notes;
at times when they are excessive, and returning the notes to the issu- |
ing banks so that they may be in their hands for reissue when a;
greater volume is required. Redemptions of bank notes must be ac-’\
complished by the banks themselves. Few notes are ever presented |
by individual holders either under the present or any other banking

gystem.
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There is now under the present banking law a redemption bureau
established in the Treasury at Washington for the redemption of Na-
tional bank notes. 'Why do not the operations of this bureau give a
proper elasticity to the bank currency? Perhaps one contributing
reason is the situation of the bureau at Washington, where it is not
in the main current of the flow of the currency circulation. Every-
one knows that the great financial center of the United States is New
York city. Here is the great ocean to which all the streams of cur-
rency naturally tend, where they fall in by the force of financial
gravity. The redemption of notes at Washington compels the send-
ing of them there at an expense for transportation, which would be
avoided if the bureau were in New York city. Moreover, New York,
while the greatest, is not the only financial center. The redemption
bureau, with its main office in New York, should have branches in
other financial centers. There should be one in Boston, another in
‘| Philadelphia, another in Chicago, and, in fact, one in each of the re-
serve cities. The notes of any local bank could then be redeemed
with the least possible expense for transportation. This expense
would be reduced to the charges for returning fit notes to the banks
issuing them, and worn and mutilated notes to the Comptroller’s office
in Washington for destruction.

But the convenient and sensible location of the redemption bureau
in all the reserve cities, although of great importance, is not the only
improvement that is necessary. The law now requires National banks
to redeem their notes at the redemption bureau in legal-tender notes
or coin. Any bank or person sending bank notes for redemption re-
ceives legal-tender notes or coin in payment. If the law were changed
and permitted National banks to redeem their notes in notes of other
National banks, a clearing system would be established. Balances
only would be paid in legal-tender notes or coin. The effect of this
change in the law would be to continually send back to the issuing
banks their own notes. This process would be most active when the
demand for money was slack, and less so when the demand was ac-
tive. If the aggregate of bank notes was thus given elasticity, the
want of this quality in the legal-tender notes would not be perceived,
\ as the volume of bank currency is sufficiently great to enliven the
" whole mass of paper money by its fluctuations.

THE RECENT ADDRESS of Secretary GAGE to the bankers of New
York city, in addition to the important suggestion that banks pay in-
terest on deposits of public money, also included some very clear
statements in reference to the nature of and use of bank credit, by
means of bank notes, checks, drafts and certificates of deposit.
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It is, of course, beyond dispute that the audience to which Mr.
GaGE addressed himself, being composed of experienced bankers and
financiers, were already well acquainted with the banking principles
so tersely and cogently presented by the Secretary, yet the very sim-
plicity and directness with which Mr. GAGE stated well-known prin-
ciples should be an aid in inspiring his audience to use their influence
to remove the obstacles which by law exist in the United States to
the free development of the use of bank credit. As Mr. GAGE justly
pointed out, the use of bank credit is thrown open to the dealer who
desires to use it in the form of checks, drafts and certificates of de-
posit; but to the man who needs it in the form of immediate cash it
is still in great measure denied. There has not for years been a Sec-
retary of the Treasury who has been able to speak so plainly and sim-
ply of what for the want of clear and simple expositiou is to many a
mysterious subject. Mr. GAGE’S explanation of the necessity of a
more scientific bank-note circulation, as the disseminator of bank
credit, will go out to the public with a force derived not only from
the eminent character and position of the speaker, but also from the
distinguished audience who furnished the occasion for its promulgation.

The address in full, printed from the Secretary’s manuscript, will
be found in another part of this issue of the MAGAZINE. It is worthy
of careful reading by all who are interested in perfecting our banking
and currency system.

THE PEOPLE OF THE PHILIPPINE ISLANDS use silver in their busi-
ness transactions, like the Chinese and all the nations of Eastern
Asia, with the exception of the Japanese, whose circulation is both
paper and coin patterned after the money of Europe and the United
States. Spanish silver and Mexican dollars have been the chief coins
of the Philippines, and with the introduction of money of the United
States much confusion has ensued. In using money based on the
gold standard, and in exchanging it for the silver in ordinary use,
there is liability to misunderstanding and loss. The foreign trade of
the islands, too, is conducted on a silver basis, and it becomes a ques-
tion of much importance what course should be taken by the United
States in furnishing a currency for the future which will adapt itself
to the necessities of the islands, and at the same time not conflict too
much with the monetary standard of this country.

It has been suggested that Congress authorize the coinage of spe-
cial silver coins adapted to the manners and customs of the islands.
It has been pointed out that the experiment with the trade dollar de-
signed especially for use in common with the people of Eastern Asia
did not result very satisfactorily. These dollars did not prove a good
substitute for Mexican dollars in China, and as they were rejected
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there they were sent back to the United States and by their uncertain
status became a trouble to all who held them.

The same thing might easily happen to money coined for special
circulation in the Philippine Islands unless prepared with careful adap-
tation totheexisting circumstances. Nor will itbeadvisable toattempt
to settle a matter so important to the future prosperity of theislands in
their new relations with the United States, until itis definitely known
what these relationsaretobe. Arethe Philippinestobecome a partof the
United States and their inhabitants subject to all the restrictions and
privileges of the Constitution, or are they to be treated as mere de-
pendencies ? Certain questions have been raised before the Supreme
Court of the land involving, perhaps, the decision of these points.
‘Whether the decision of the- court settles them. or .not, they must
eventually be passed upon either by the court or by the will of the
sovereign people, and before this is done it would be unadvisable to
undertake to settle the currency question.

If it were certain that the Constitution affords a guide for the de-
termination of the status of the acquired territory, the decision might
be more speedy. Probably, while the Constitution does not forbid the
bringing of new territory under the sovereignty of the people of the
United States, it also contains nothing that prescribes any definite
method of treatment, or confers any special privileges on the inhabit-
ants of such territory. It is for the sovereignty inhering in the Gov-
ernment of the United States, derived from the will of the people, to
say what the future status of these acquired populations shall be.
This sovereignty expresses itself through the three branches of the
Government. First through the House of Representatives and Sen-
ate, the legislative branch, and then through the judicial and exe-
cutive branches. A policy to become recognized as the settled will of
the sovereign people must be expressed through suitable legislation,
approved by judicial authority and put in operation by the Executive
for a sufficient length of time to be regarded as a settled question by
all parties.

It is believed while there may be some inconveniences connected
with the monetary system in operation in the Philippines, when it
comes in contact with that of the United States, the attempt to intro-
duce any special coinage for the islands, not founded on the gold
standard, would only make the confusion now existing worse. When
the proper time arrives, if the islands are to be colonies, they should
be free to have their own colonial monetary system ; if they are to
be amalgamated with the United States, they should have a mone-
tary system the same as the rest of the country. To try to alter the
coinage of the Philippines while they are neither one nor the other
would be making the future settlement of the question more difficult.



*THE REGULATION OF A REDEEMABLE BANK-NOTE
CURRENCY.

III.—CHANGES IN THE DISCOUNT RATE.

One of the most effective weapons for keeping the banking and currency
system of a country upon a solvent basis and in harmonious relations with the
supply of the precious metals, is the control of the discount rate. Discount is
the charge made by bankers for advancing their credit to borrowers in ex-
change for their evidences of indebtedness.t This charge is usually expressed
as a percentage of the face value of the paper and represents the rate of
charge or deduction by the year. A discount rate of five per cent. means that
a deduction will be made from the face value of commercial paper at the rate
of five per cent. per year from the date when it is accepted by the banker to
the date when it becomes payable. As most commercial paper runs for three
months or less, the actual deduction is usually only a fraction of the nominal
discount rate. A bill of exchange of $1,000, when discounted for three months
at five per cent., affords one and a quarter per cent., or $12.50, to the banker,
while the remainder—§987.50—is carried to the credit of the trader who pre-
sents the bill for discount. He may take this amount in bank notes, but the
more usual practice is simply to have the amount put to the credit of his
deposit account, in order that he may draw against it from time to time as he
has need. There is a tacit understanding between bankers and traders in
many cases that a considerable percentage of the amount nominally put to
the credit of the trader shall be left constantly on deposit in the bank. The
rule is not applied rigidly to each particular loan, but it is assumed that a
man receiving accommodation at an average amount of say $100,000—some-
times more and sometimes less—shall not often draw his deposit account below
a certain proportion of the average or maximum credit extended to him.

An increase in the rate of discount appears upon its face to mean an
increased profit to the banker. This, however, is the least important of its
economic effects. The tendency of changes in the rate is to restrict appli-
cations to the banks for commercial loans, to diminish speculation on the
stock exchanges, to reduce the demand for the settlement of foreign obliga-
tions and thereby to diminish the export of the precious metals, retain capital
within the country which would otherwise be withdrawn, and attract direct
importations of the precious metals. All these effects tend strongly to keep
the credit system in harmonious relations with the supply of legal-tender
money and to diminish the credits extended by the bank. A diminution of
these credits, as pointed out elsewhere,} operates to reduce that form of credit
issued in the form of bank notes.

* Continued from the December number, page 876,

+“ La retenue faite par celui—capitaliste, banquier on commereant—qui paye un effet avant
20n échéance.”—Dictionnaire du Commerce, de U Industrie et de la Banque, 11, p. 61.

4 Vide * The Benefits of a Bank-Note Currency,” New York BANKERS' MAGAZINE (March,
1900), LX, p. 356.
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By what methods and by the operation of what economic laws control over
the money market is exercised through the discount rate will now be set forth.
The first effect which has been named is in restricting the application for
loans. There may be a question whether a trader weak in financial resources
would be deterred from seeking a loan by an advance in the charge made for
it. Such traders usually need money and credit so badly that they will pay
any price in order to obtain it, but the granting of such loans is in the control
of the bank. They do not add weak clients to their list at a period of mone-
etary pressure, except on rare occasions when the generous grant of banking
accommodations seems advisable for staying panic. 'When the discount rate
is advanced, the effect is felt upon borrowers from the bank, most of whom
are traders of unquestioned credit and large resources. - They often make ex-
ceedingly small profits upon large transactions and their profits are seriously
impaired by paying an unusual rate for banking accommodation. They are
less disposed to present bills to be discounted when the discount rate is high.
The operation of an increased rate of discount, therefore, is to diminish the
loans of the bank. A diminution of loans means that less credit is given and
less currency is paid out by the bank. The metallic reserve of standard
money increases in ratio to the liabilities, and the tendency towzrds the
development of too large a fabric of credit upon too small & reserve is ar-
rested.

More important perhaps is the influence of an advance in the discount
rate upon loans for speculation. Commercial loans are an outgrowth of cur-
rent business operations, and the normal demand for them is not likely to
decline radically unless the pressure upon the money market is accompanied
by business depression. The class of loans known as advances upon securi-
ties are susceptible of more radical changes in voluine, because they are made
largely to brokers for buying and selling stocks for speculative purposes. The
margin of profit in stock exchange transactions is small and may be entirely
wiped out by a difference of one or two per cent. in the rate for loans. The
banks, moreover, usually begin to call in money thus loaned upon stocks and
bonds when they feel the influence of commercial pressure and refuse to con-
tinue such loans or grant new ones. The credit issued by such loans, whether
in the form of deposit accounts or bank notes, is thus curtailed and the
amount of notes outstanding is diminished.

EFFECT OF THE DISCOUNT RATE IN ATTRACTING GOLD.

The influences exerted by changes in the discount rate which have thus
far been set forth tend directly to reduce the volume of credit within a coun-
try to safe relations to standard money. It remains to consider the effect of
such changes in attracting aid from outside the country. An indirect influ-
ence of this character is the effect of high discount rates upon debts due
abroad to domestic traders and bankers. This is perhaps the most important
effect of an advance in the discount rate. It is a part of the movement of the
foreign exchanges, which will be discussed more minutely in another article.
As the tangible is easier to comprehend than the intangible, it is proper to
deal first with the effects of changes in the discount rate upon the actual
exportation and importation of the precious metals, although these move-
ments usually follow rather than precede those in the less visible representa-
tives of capital in the form of credits or titles to money.
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The precious metals move back and forth between one country and another
where they constitute the standard of money under the influence of changes
in the discount rate. While there are other and sometimes deeper influences
which may cause their movement, this is the most immediate and direct influ-
ence exerted upon them under modern conditions of business and credit. A
high discount rate is in itself the offer of a high rental price for the use of
money or credit convertible into money. The higher the rate, the less is the
probability that credits will serve the purpose of money, and the greater the
probability that actual shipments of the precious metals will earn a high
rental price. When, therefore, the foreign exchange broker in New York
observes that the discount rate has risen to six per cent. in London or Berlin,
while it remains at four per cent. in New York, it is obvious to him if he has
gold, or titles for which he can obtain gold without cost in New York, that it
will earn more abroad than at home. The situation shows that gold is scarce
abroad and plentiful in New York in the ratio of the demand for it. The
deficient supply has raised the price offered abroad, and this demand is nat-
urally met by the transfer of the idle and superfluous supply in New York to
the point where the supply is deficient.

This operation of the law of supply and demand is the governing factor in
the changes of the discount rate which are now made by comwniercial banks in
order to maintain the proper relations between the volume of credit and the
supply of the precious metals. The operation of the discount rate, in addi-
tion to attracting actual shipments of the precious metals, is felt also in arrest-
ing their exportation and in making profitable the transfer of credits to the
country where the high discount rate prevails. If, for the purpose of simple
illastration, a New York banker has in Berlin $1,000,000 in gold, which he is
about to have shipped to New York, the news of an advance in the discount
rate in Berlin will lead him to cable at once to his banker or broker there to
delay the shipment of gold to New York and lend it in Berlin at the rate of
discount prevailing there.

Actual operations in the transfer of international credits are not usualily
quite so simple as the direct control over physical blocks of gold, but the effect
is the same in dealing with titles to the metals. If the New York banker
holds a bill of exchange entitling him to a certain amount of 1noney in Berlin,
he has the option of sending the bill to his Berlin correspondent and asking a
direct shipment of gold to New York, or authorizing the loan of the amount
in Berlin. If high discount rates prevail there, he will choose the latter
oourse. When hundreds of these transactions are taking place daily, some
of those entitled to gold in Berlin may insist on taking it away from there in
any event, while others, for reasons connected with the discount rate or their
personal obligations, may direct its transfer to Paris or some other point.
The effect of the change in the discount rate is felt, however, upon the bal-
ance of transactions. The gold exchange houses, the great banking houses
having international agencies, and even the local banks of New York or
Berlin which have bills of exchange which can be negotiated through the
exchange houses, will all be tempted to divert the funds under their control
to the market where they will earn the most. The whole volume of free cap-
ital in the world will tend to move towards the market where the rate paid
for using it is the highest, a8 air rushes towards a vacuum, and this movement
will be translated by an inerease in the supply of the precious metals in this
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market, the postponement of demands upon the market, and the gradual
readjustment of the supply of the precious metals available for the mainte-
nance of credit, ————

CHANGES IN PRICES OF GOODS AND SECURITIES.

The results of changes in the discount rate which have thus far been set
forth may be described as the ditect results, which are obtainable by the
direct intervention of banking officers in the money market. There are other
results, more far-reaching in character, which are influenced by changes in
the rate, but are usually due to & combination of causes which grow out of
changes in the entire economic }ife of the country. The outflow of the pre-
cious metals, when not due,yto};:rta.in special causes, is usually the result of
an expansion of credit, which is accompanied by high prices for goods. High
prices at home tend to attract importations of merchandise and arrest expor-
tations, with the result of turning the merchandise balance of trade against
the country where high prices prevail and inviting large exports of the pre-
cious metals to settle such balances. The operation of advancing the discount
rate tends to enforce liquidation upon domestic traders by cutting off their
facilities for credit and compelling them to throw their merchandise upon the
market at reduced prices. The fall of prices attracts foreign purchasers,
while the restrictions upon credit diminish purchases of merchandise for
consumption at home. Thus the operation of an advance in the discount
rate tends to restore the commercial equilibrium and arrest the undue infla-
tion of credit. A collapse of credit, a fall of prices, and a period of liquidation
would come sooner or later without any change in the rate of discount. It is
the legitimate function of the central banks of issue to anticipate these events
and arrest the expansion of credit and the loss of the precious metals at a
point which will avert disaster. —

An important factor in restoring equilibrium in a disturbed market, and
making easy the flow of the precious metals to the point where they are
needed, is the existence of transferable securities. The diminution of loans
upon securities ditninishes transactions in such securities and causes a decline
in their prices. The moment that this decline in the domestic market creates
a difference in price in comparison with other markets which will cover the ex-
penses of transfer from one market to the other, gold or the titles to gold
begin to gravitate to the market where prices are low from those markets
where prices are high and funds are abundant. This operation may be initi-
ated by foreign purchasers in order to obtain the securities under favorable
conditions, or it may be initiated by the owners of securities on the market
where disturbance prevails, who avail themselves of this resource for meeting
the pressing need for cash or for credits having the exchangeable character
of money. Thus the operation of changes in the discount rate is felt not only
upon the supply of currency and credit at home, and upon the supply attracted
directly from the loan fund of foreign countries, but is felt also in the mer-
chandise markets in changing the direction of the import and export move.
ment and upon the transferable resources which make up the reserves of the
modern capitalistic nations in the form of negotiable securities.

PHILOSOPHY OF CHANGES IN THE DISCOUNT RATE.

The reason for the flow of the precious metals to points where the discount
rate is high is found in the fact that money and capital are needed at those
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points. While the raising of the discount rate has sometimes been declared
to be an artificial operation, it is a natural result of the law of supply and
demand. The arbitrary raising of the rate without justification in the condi.
tion of the money market would reduce the voluine of transactions and drive
businees from the banks which sought to maintain the high rate.* The in-
crease of the discount rate, while usually decided upon in the leading Euro-
pean countries by a vote of the board of directors of the central note-issuing
bank, is not an arbitrary act, but is the expression of their best judgment re-
garding the condition of the money market and the demand for credits.
Their action in changing the rate usually follows rather than precedes a press-
ure upon reserves, and down to 1860 usually followed such preesure at too
long a distance of time and in a timid and halting manner. The action of
modern banking boards in raising or depressing the rental price of money
which they have to lend is of substantially the same character as the action
of house-owners in raising or depressing house-rents according to the demand
or supply, or the action of merchants in raising or lowering the prices of their
goods under the same influences.

It is somewhat surprising, in view of the simplicity of the principle, that
the scareity of a commodity should result in an increase of its price, that the
rule of governing the ebb and flow of the precious metals by changes in the
discount rate was not well understood and intelligently acted upon until
after the middle of the present century. Money was considered as a commod-
ity so much apart fromn other commodities that discount rates were kept un-
changed at times when the commodity was scarce and the demand for it was
far in excess of the supply. Prof. MacLeod declares that ‘‘ It used to be the
common delusion of mercantile men that gold was only sent to pay a balance
arising from the sale of goods, and that therefore it must cease of itself when-
ever these payments were made.” t The fact that the metal might be lent,
like a wagon or a ship, if a high rental were offered, and that the charges for
it might affect the movements of merchandise, seemed to have escaped the
attention of students and statesmen. The bullion brokers, without spending
time over theories, had long since learned by observation that it became pro-
fitable to export gold when interest rates abroad were higher than at home.
They fabricated bills of exchange, had them discounted by bankers, took the
proceeds in gold, and shipped the gold to the point where it would earn the
highest interest. The bills fabricated for this purpose had the character of
accommodation bills in that they represented no merchandise transaction and
were drawn for the single purpose of transferring money from the place where
it was cheap to the place where it was dear, in order to earn the higher rate
of interest.

The possibility of such shipments of gold did not seem to be known, or at
least fully understood, up to 1860 by the staid old merchants who formed a
majority of the board of directors of the Bank of England. The attempt was
made by the Bank Act of 1844 to control the volume of circulating notes by

**In any honest banking system the rate of discount cannot be superior or inferior to that
imposed by the conditions of the market, or better, by the limit fixed by economic equili-
brium. If, in short, the rate of discount is higher than this }Jimit, the bank will not be able
to discount and cannot long hold out: if it is lower, the reserve in gold diminishes and finally
disappears.”—Nittl, Les Variations du Taur de U'Escompte, in ** Revue d’Economie Politique **
(1868), X11, p, 875. +“Theory and Practice of Banking,” I, p. 418.
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arbitrary devices when they exceeded a due relation to the coin reserves.
How completely these devices failed has been set forth in an earlier article.*
The effect of changes in the discount rate in restoring the equilibrium of the
foreign exchanges was occasionally referred to as a factor in the discussions
which took place in England before the passage of the Bank Act, but such
changes were evidently regarded as having only a minor influence. The dis-
count rate at the Bank of England was sometimes increased under the press-
ure of a crisis by one-half of one per cent. at a time. The increasing ease and
cheapness of communication destroyed the value of such advances, when this
fraction was divided by fractions of a year. The necessity of meeting a drain
of gold by rapid advances in the discount rate, by at least one per cent. at a
time, was first set forth in the literature of political economy by Prof. H. D.
MacLeod, t was quickly adopted as the true theory by Mr. Goschen and put
in force by the Bank, which on this occasion, according to Mr. Bagehot,
‘‘and as far as I know on this occasion alone,” made ‘* an excellent alteration
of their policy which was not exacted by contemporary opinion and which
was in advance of it.” }

RECOGNITION OF THE POWER OF THE DISCOUNT RATE.

So completely was the efficiency of the change in the rate of discount dem-
onstrated by events, that such changes soon came to be recognized as the
chief means of influencing the foreign exchanges and attracting gold at all
the great banks of issue in Europe. The export of gold and pressure upon
the money market are now the universal signal for advances in the discount
rate, which are flashed by the telegraph around the world, and afford the
most certain index of the demand for money and the state of the markets. §
An advance in the rate of discount never fails to produce the intended effect
of strengthening bank reserves and reducing pressure, unless the advance is
inadequate or distrust of the entire commercial system of the country has
reached a point which makes lenders unwilling to lend at any price. The
latter has happened but once and to only a limited degree among the ad-
vanced commercial nations. This was during the great crisis of 1866 in Eng-
land, following the Gurney failure, when a discount rate of ten per cent.
was steadily maintained at the Bank of England from May 11 to August 6.
So serious was the shock to British credit by the series of commercial failures
which spread over the United Kingdom that it was suspected abroad that the
Government would give forced legal tender to the notes of the Bank of Eng-
land, and it became necessary for the Earl of Clarendon to issue a circular
letter to the British embassies throughout Europe, declaring that ‘‘ Her Ma-
jesty’s Government have no reason to apprehend that there is any general
want of soundness in the ordinary trade of this country which can give rea-
sonable ground for anxiety or alarm.”| The prevalence of a discount rate
of ten per cent. for three months was in itself a heavy fetter upon British

*New York BANKBRS' MAGAZINE (September, 1900), LXT, p. 856.

+** Theory of Credit," II, pp. 813-818.

2 Lombard Street,” Works, V, p. 118,

§“The rate of discount ought to express the true rate of interest—the rate which is
suited at each moment to the condition of business of the moment and to the necessities of
its liquidation."”—Arnauné, p. 397.

1 Levi, **The History of British COmmerce": p. 470

\
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trade, and distrust abroad seemed strong enongh for a time to justify the
phrase of 8ir Stafford Northcote, that there was ‘“a run upon England.” *

' This incident of general distrust simply afforded evidence of the risks
which are run by any country which permits unsound investments and the
expansion of credit to impair the security of its commercial system. Confl-
dence in British credit was restored in 1866, after the suspension of the limi-
tations of the Bank Act, and the gold reserve was gradually built up. Onevery
other occasion the elevation of the discount rate has acted promptly and effi-
<iently in checking gold exports, attracting gold imports, and reducing specu-
lation in a manner which has increased promptly the ratio of reserve to out-
standing notes and other liabilities. The Bank of England has maintained
a smaller reserve in proportion to its immediate and contingent obligations
than the other great banks of Europe and has more often changed its dis-
count rate. The changes in the rate from the years 1851 to 1898, inclusive,
were 159 by the Bank of France, or at the average rate of 3.2 times per year,
and 407 by the Bank of England, or at the rate of 8.4 times per year. The
changes at the Bank of Prussia and its successor, the Imperial Bank of Ger-
many, from 1855 to 1898 were 183, or at the rate of four per year. The fact
that the changes were most frequent at the Bank of England is naturally ex-
plained by the fact that England is the center at which the movement of the
precious metals is regulated, that her movement of internal and interna-
tional exchanges is highly developed, and that the vibrations which affect
her monetary system and its adaptation to economic changes are necessarily
most numerous.t

‘While prompt and resolute action should be taken in advancing the dis-
count rate when a drain of gold begins as the result of general economic
causes, it has not been -found necessary during the last quarter of a century
to advance the rate to so high a maximum as was formerly required. The
reason is found in the greater supply of loanable capital seeking investment
at a moderate return, the promptness with which credits may be released by
telegraph, submarine cables and telephones, and the small cost at which the
precious metals may be transferred by ocean steamers.! A very trifling dif-
ference between the discount rates in two markets will result in the transfer
of credits to the market where the rate is higher, provided only that the dif-
ference is large enough to pay the cost of the transfer and afford a small
profit. It was found necessary in 1847 and 1866 to advance the discount rate
at the Bank of England to ten per cent. The rate has been only four times
as high as six per cent. since 1880 and never higher, in spite of several periods
of pressure and an acute crisis in 1890. These occasions were in the spring
of 1882, the beginning of 1890, the autumn of 1890, and flnally, after a long
period of easy money, from November 30, 1899, to January 11, 1900.

ErrECT OF HiGHE RATES UPON INDUSTRY.

A high rate of discount by no means implies so heavy a charge upon indus-
try as might seem to be the case when the rate is computed by the year.

* Wolowski, ** La Banque de I’ Angleterre,” ete., p. 133.

+ De Greef, * Annales de P Institut des Sciences Sociales™ (July, 1809), V, p. 684,

£ “ Thesettlement of the account between countries having a normal monetary and finan-
<cial system is made to-day with less tension in the rate of discount and less prolongation of
the high rate than thirty, forty, or fifty years ago.”"—Leroy-Beaulieu, * Traité d'Economie
Poilttique,” IV, p. 147. .
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The higher rate is charged in some cases only to outside borrowers and not
to those who have an established and continuous business with the bank.
The high rate runs, moreover, during brief periods, and applies only to paper
presented during these periods. Paper discounted before the high rate took
effect continues to run at the rate originally agreed upon. Even paper ac-
cepted at the highest rate is often accepted only a little while before its matur-
ity, so that the discount is charged perhaps only for fifteen days or a month,
instead of the entire period of the paper.* Thus the high rate operates only
upon the margin of business which it is desirable to restrain and as a warning-
to the world that money and capital have become scarce upon the market
where the rate prevails and cannot be obtained by all comers at the easy
rates which have before prevailed.

Those countries having a central bank of issue, enjoying a monopoly or
practical control of note issues, have been able to act more promptly upon the
exchanges by the rate of discount than those having a plurality of banks.
All the European nations of importance except Switzerland have adopted the:
gystem of a central bank. Such a bank is able to act with dramatic and
effective influence upon the exchanges of the entire country, and is governed
by considerations of public policy as well as by the consideration of its bank-
ing profits. It is more difficult to secure cobperation in favor of the public
interests from a combination of independent banks. Such ends have been
sought by clearing-house committees and by agreements among the banks,
but these methods have operated with less certainty than the prompt action
" of the directing board of a central bank. Switzerland has suffered for several
years an adverse rate of exchange and a drain of gold, which has subjected
the banks to the expense of importing gold directly in order to maintain their
reserves.t

The banking system of the United States labors under the double disad-
vantage of a plurality of banks and the management of a part of the gold
reserve of the country by the public Treasury. A general advance in the
discount rate by concurrent agreement is seldom unanimous and prompt, even
among the banks of the New York Clearing-House. Even if all the banks in
the country acted with energy in advancing their discount rates, they would
be hampered in controlling the movements of the precious metals by the fact
that gold can be obtained from the public Treasury by the presentation of
legal-tender Government notes. The Treasury has no method, either of
attracting resources by raising the discount rate or of curtailing the accommo-
dation to the public in the form of discounts, because it does not do a regular
banking business. Its nearest approach to influence upon the money market
is obtained by its excess of receipts or expenditures. An excess of receipts
withdraws money from the market, while an excess of expenditures increases
the funds in the market. Unfortunately, the operation of these causes is
usually contrary to the requirements of sound policy at the moment—there is

* Nitti, Les Variations du Taux de 1'Escompte in * Revue d'Economie Politique (1898),
XII, p. 383.

+* Each bank acted according to its own convenience, discounting paper when its own
means permitted, but without regard to the general conditions of the_market. In this man-
ner common action was prevented and the measures of precaution taken by some establish-
ments to strengthen their position were not only without result, but were generally
counteracted by establishments which operated only from day to day and without regard for
the general situation.""—Raffalovich, *Le Marché Financier en 1898-99," p. 585.
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an excess of receipts in times of business activity, which withdraws money
from the market when it is most needed; there is an excess of expenditures in
times of depression, which pours money into the market when it is not needed»
with the result of expelling gold. This evil was partially remedied by the act
of March 14, 1900, which authorizes the Secretary of the Treasury to retain
in the reserve fund Government notes which have been redeemed until they
are exchanged for gold, and provides that the proceeds of bonds sold to
strengthen the reserve ‘‘ shall not be used to meet deficiencies in the current
revenues.” The latter provision is intended to enable the Secretary to retain
redundant supplies of currency until the time is opportune for putting it in
circulation by the redemption of the public debt.

OTHER METHODS OF PROTECTING THE METALLIC RESERVE.

‘While the discount rate has been proved by modern experience to be the
most certain and efficient means-of reguating the movements of the precious
metals, it does not follow that every outflow of the metals from banking
reserves should be met by an advance in the rate. The rate at the Bank of
France was kept steadily at four per cent. from January 13, 1820, to January
14, 1847, and at three per cent. for a period of nearly five years so recently as
from 1883 to 1888. The rate was changed only fourteen times during the
fourteen years from 1884 to 1898. This limited number of changes was due
in part to the fact that the Bank of France always carries a much larger
metallic reserve than the Bank of England and that the Paris market is less
sensitive than that of London to the influences which affect the international
exchanges. These facts, however, do not explain all the reasons for the
smaller number of changes in the discount rate at the Bank of France. The
difference is due to a distinct difference in policy. The Bank of France,
instead of relying absolutely upon the discount rate for maintaining its
reserve, relies upon purchases of gold at its own expense and upon charging a
premium for gold to exporters.* Gold can always be had for a price. The
difference between the British and French methods of obtaining it are the
difference between charging the cost to the mercantile community or charging
it to the expense account of the Bank. The Bank of France during 1855, 1856
and 1857 expended 14,000,0G0 francs in premiums on the purchase of gold
bullion to the amount of 1,274,508,519 francs ($250,000,000).+ These large
purchases postponed the increase of the discount rate, but did not obviate the
necessity for changing it sixteen times during 1857 and raising it to a maxi-
mum of ten per cent. The mean rate, however, was kept at 6.81 per cent.
during 1857, while the mean rate at the Bank of England was 7.42 per cent.}

The French method of protecting the gold reserve has found favor in cer-
tain quarters, for the strong reason that it obviates needless and frequent
<changes in the charge imposed upon legitimate business transactions. The
French method is not efficient in an economic crisis, however, because it does

*This charge for gold is computed by Prof. Nitti to amount to a rate of as much as nine per
cent. upon short-term foreign bills.—*Revue d’Economie Politique™ (1888), XII, p. 385. Its
effect upon the financial system of the country will be discussed hereafter under the head of
foreign exchanges. +Juglar, ** Des Crises Commerciales,” p. 422.

3 The report on the last extension of the charter of the Bank of France declared that
* French commerce has enjoyed almost constantly for ten years a rate of discount more
favorable than that of these two countries (England and Germany) and above all more
stable.”—Vide * L’ Economiste Européen ™ (Jan. 29, 1897), XI, p. 141,
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not operate upon the whole commercial structure to restrict loans and specu-
lation and attract capital from abroad. The occasions on which the French
method may properly be used are those where credit is not unduly expanded
and where a demand for gold has arisen from special and recognizable causes.
Such an occasion would be a heavy demand for gold to pay for foreign grain
supplies at a time of famine at home or for the settlement of some special item
of foreign indebtedness not arising from excessive imports of merchandise or
disturbance of the economic system.*

‘While the French method of protecting the gold reserve was at first
severely condemned by theoretical economists, and while their censure was
well founded so far as it applied to the use of this method to counteract the
drain of a crisis and redress the balance of the foreign exchanges, it has come
to be recognized in recent years that it may be combined in a cautious manner
with the English method of advancing the discount rate, with benefits to
legitimate business. The choice of either method, or the prudent use of both
methods in conjunction with each other, depend largely upon the wisdom of
bankers and their ability to judge whether the drastic pressure of sharp
advances in the discount rate is required in order to arrest the expansion of
credit and check dangerous speculation. It is better to avoid imposing ‘‘a
fine upon the whole trade of the country ” by raising the discount rate, if an
adequate gold reserve can be accumulated at reasonable cost and without risk
by other methods.t Other devices, which supplement these two, have come
into use of late years with the great increase in the surplus capital upon the
market and the variety of uses to which it may be put in the purchase of
negotiable securities and loans upon margins. The Bank of England some-
times borrows money from the market for the purpose of reducing the loan
fund which may be used by the other banks to antagonize its advance in the
discount rate. This is done by =zelling consols with the privilege of repur-
chase, the fund paid being drawn by the purchasers from their accounts at
the joint-stock and private banks. The Bank is then in a stronger position
for dictating the general rate of discount and protecting its banking reserve.

The discount rate is the true regulator of the ebb and flow of the precious
metals and the safety of a banking currency, because it governs the move-
ments of all transferable capital, of which gold and notes are only a part.
This is the secret of the successful operation of the system in England, after
the Bank Act of 1844 had broken down. The offer of an increased rental
price for currency was felt equally upon all forms of banking credit which had
the exchangeable character belonging to money, and kept such capital at
home where the device of retiring notes when redeemed in gold had failed to

*In many such cases, especially where a reverse flow of the precious metals is anticipated,
no action whatever is required to maintain reserves. ‘To take a particular case, gold is
regularly brought from London to Scotland at the May and November terms to meet the
extra issue of notes, according to the act of 1845, but thia transfer of goid being known to be
only temporary has in general little effect on the bank rate.”—Nicholson, * Principles of
Political Economy,” 1T, p. 226.

+ London ‘*Statist,” (May 19, 1800), XLV, p. 759.—** The raising of the rate increases the
oost of every kind of manufacture, and therefore eats into the profits of the whole trading
community. 1t may, of course, be absolutely necessary to raise the rate; and if it is, the
Bank should not hesitate for a moment. But clearly money should not be made artificially
scarce and dear without necessity. Therefore, if it is possible to replenish the reserve of the
Bank without raising the rate—or, at all events, without raising the rate aguin and again—it
is obviously desirable thut the Bank should take such measures as will effectually do so.”
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do so. The history of the German banking law of 1875 has illustrated the
same principle. The State banks of issue in Germany were permitted to
keep afloat a certain fixed maximum of uncovered notes and were under no
compulsion to follow the Imperial Bank in raising their discount rate in
emergencies. In case they felt a pressure for cash or larger credit resources,
they obtained them by rediscounts at the Imperial Bank. The rigid regula-
tion of the volume of note issues, therefore, was ineffective, while they were
not regulated either by the volume of business demands, the requirement of
fixed reserves, or the changes in the discount rate. How the system operated,
before the recent change of law, regulating the discount rate, is thus set forth
by Prof. Sidney Sherwood: *

‘“These issues remain in circulation as a practically fixed inelastic amount, which
embarrasses greatly the efforts of the Reichsbank at critical times to defend its gold reserve,
and tends to increase the fluctuations in the notes of the Reichsbank, already excessive.
The uncovered notes of other banks are in effect not true bank notes, but, like our Na-
tional bank notes, have no elasticity and act as a constant menace to the central gold depos-
itary, which in Germany is the Reichsbank, and here is the Federal Treasury. The private
or State banks of issue in Germany rald the reserves of the Reichsbank by bringing commer-
cial paper there to be rediscounted. The National banks here raid the United States Treas-
ury by bringing in greenbacks and Treasury notes for redemption.”

IV.—OFFICIAL SUPERVISION AND REPORTS.

One of the most important agencies of banking regulation developed in
recent years is the publicity of their business and the official inspection of
their papers and accounts. Publicity was considered for many years as
exposing & bank to disturbing criticisms and as increasing the danger of
panics. A special committee of the British House of Commons in 1832
reported the amount of bullion held by the Bank of England, while intimat-
ing a doubt in regard to drawing such publicity into a precedent,t but the
act renewing the charter in 1833 for the first time required weekly returns to
the Chancellor of the Exchequer, which were to be consolidated monthly
and published in the London Gazette. These reports were required to show
the amount of bullion and securities in the Bank, notes in circulation, and
deposits in the Bank.} These reports have been continued until the present
time and are now made public weekly, but they are much less in detail in the
case of the Bank of England than they have become by degrees at the central
banks of issue on the Continent and by the chief joint-stock banks. The
Bank of France,§ the Imperial Bank of Germany, the Austro-Hungarian
Bank, the Bank of Russia, and the Swiss banks, among others, all publish at
weekly intervals complete balance sheets showing not merely the whole vol-
ume of their assets and liabilities, but the character of the loans made and of
the obligations held to secure them.

Publicity is alone sufficient, in the case of the great monopoly banks of
issue, to afford reasonable safeguards against unsound banking and the undue
reduction of reserves. The cash reserves of these banks, their loans, and

*“The New German Bank Law,” in * Quarterly Journal of Economics,” (February, 1900)
X1V, p. 212, + Gilbart, I, p. 76.

2 Gilbart, I, p. 86. ** The English private banks did not make full reports until 1891,”—
London ** Bankers’ Magazine " (January, 1886), LXVII, p. 9.

§ **The Bank of France was first required by the law of 1840 to publish quaﬁerly balance
sheets, and it was not until 1848 that weekly publication was inaugurated, midst much shak-
ing of beads by the timid.”"—Leroy-Beaulieu, ** Traité d'Economie Politique," I1I, p. 578.




24 THE BANKERS' MAGAZINE.

their relation to their deposit liabilities, are promptly telegraphed around the
world and have become a barometer of monetary conditions, which is eagerly
awaited from week to week in every filnancial centre. These reports almost
in themselves afford an adequate means for checking the operations of the
bank and keeping them within prudent limits. They are scanned constantly
by the most expert financiers and economic students as well as by business
men and officials of the Government. Government supervision of the monop-
oly banks of issue is practically limited to the requirement that these reports
shall be made, since the reports themselves afford the evidence that the
reserve and the character of securities held are in accordance with the charter
of the bauk.

Government influence over banks of issue is exerted in several countries
by the presence among the governing officers of the bank of officials named
by the State. This is the case with the Bank of France, where the Governor
and two Deputy Governors are appointed and their commissions are revoked
by the Government.* Official control goes further in the Imperial Bank of
Germany, where two of the administrative boards are named by the Govern-
ment, one of them having the Chancellor at its head.t The control over the
operations of the Bank exerted in these cases is intended more for accom-
plishing broad economic and political ends than to ensure merely the safety
of banking operations, but incidentally it contributes towards the latter end
8o far as it is in danger of being disregarded.

Minute official supervision has been carried further in countries where the
system of plurality banking prevails. Such supervision is almost a necessity
for securing uniformity in note issues, and it is more needed than in the case
of the monopoly banks for insuring safety and conservatism in banking
methods. Isolated local banks cannot be subjected to such severe and con-
stant scrutiny from experts in the banking and business community as
where their attention is concentrated upon a single institution, and local
bankers often lack the wide knowledge, long experience, and high sense of
responsibility which govern the managers of great national institutions. In
the countries having many banks of issue, therefore, it becomes interesting to
inquire what methods have been taken to ensure solvency and sound banking
under the supervision of the Government. The principal countries where
such a system prevails are the United States, Scotland, Canada, and Swit-
zerland.

OFFICIAL SUPERVISION IN THE UNITED STATES AND OTHER COUNTRIES.

The United States has gradually developed under the National Banking
Law a comprehensive system of official supervision of banks of issue. The
entire system is under the control of a Federal official, known as the Comp-
troller of the Currency, who has a large force of clerks at Washington and a
corps of visitors to the local banks who are known as National bank exami-
ners. These examiners ‘‘have power to make a thorough examination into
all the affairs of the association, and in doing so to examine any of the officers
and agents thereof on oath; and shall make a full and detailed report of the
condition of the association to the Comptroller.” | These examinations have
become mugch more complete and minute with the progress of time, until they

* Noel, * Banques d’Emission en Kurope,” I, p. 124. +1Ibid., I, p. 298.
1 Bection 5240, Revised Statutes.
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now extend to the charagter of the commercial paper held by each bank, the
amount of paper of a single firm or individual held by different banks, and
generally all the details which might throw light upon the soundness of the
methods pursued by the bank in granting credit and making loans. Na-
tional banks are also required to make five reports of their condition to the
Comptroller at dates selected by him without advance notice and varying
from time to time, and may be called upon at any time for special reports.*
‘While the system has sometimes been subjected to criticism, because of the
failure of examiners to discover dishonesty and bad management on the
part of banks which have failed, cases have often occurred where the in-
quiries of the examiner led to orders from the Comptroller of the Currency
to close the bank and thus put an abrupt stop to fraudulent and unsafe
banking.

The American system of examination is the most thorough in the world.
This has.been a natural and almost necessary outgrowth of the fact that the
system is the most widely extended and contains the largest number of small
independent banks. Safety, therefore, could be less easily secured by reli-
ance upon the action of the banks themselves than in countries where the
number of banks of issue is comparatively limited. Government supervision
by public officials has not been adopted in Canada. It was always resisted by the
‘banks upon the grounds that public inspectors could not ascertain accurately
the real character of banking assets and that the existence of Government
inspection would mislead the public by inspiring confildence in the banks
which might prove to be misplaced. The wisdom of some supervision, how-
ever, to protect each bank against the possible errors and bad management
of others, led in the revision of 1900 to the incorporation of the Canadian
Bankers’ Association as a supervisory body. The association was already in
existence, but was for the first time in 1900 given a public character, author-
ized to establish clearing-houses and make rules for their operation, to take
charge, through an officer called a curator, of the affairs of a suspended bank,
and to make by-laws governing the printing and issue of notes. Several of
these powers can be exercised only with the approval of the Treasury Board.t
The large Canadian banks have a system of supervision of their own over
their numerous branches, which is exercised by inspectors who are thoroughly
familiar with banking methods and lines of credit. The chief inspector is the
equal in character and position of the General Manager and is not exposed to
the temptation to overlook or connive at any errors which the latter may
make.} .

The system adopted in 1900 in Canada, if thoroughly carried out, would
combine some of the advantages of uniformity and impartiality belonging to
official inspection with some of the advantages of flexibility and expert knowl-
-edge belonging to inspection by bankers. These advantages might be secured
in the United States by examinations through the clearing-houses, which

¢ Bection 5211, Revised Statutes.

+ The best summary of the reforms of 1900 is presented by R. M. Breckenridge in the
“Quarterly Journal of Economics* (August, 1900), X1V, p. 543.

% “ The General Manager has his owa opinion, he has information as complete as they can
make it from branch managers: he needs the result of the inspector’s observations as to the
value and character of his bank’s assets, and it is given him with fullness, courage and inde-
pendence. By comparing the three views, the'General Manager has a proper basis for decid-
ing the policy he will pursue.”’—Breckenridge, ** The Canadian Banking System,’ p. 436.
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would enable the great body of the banks to exercise a conservative influence
upon those admitted to their associations.*

The Scotch banks are practically without any official supervision except
that derived from the publicity of the weekly reports and their control over
their branches. The absence of a proper inspection system probably contrib-
uted to prolong the period of immunity for the bad loans of the City of Glas-
gow Bank, which failed in 1857, and the Western Bank, which failed in 1878.
The act of July 21, 1845, ‘‘ to regulate the issue of bank notes in Scotland,” t+
required banks of issue to render weekly accounts relating to note issues to
the Commissioners of Stamps and Taxes, and monthly publication of such
returns by the Commissioners. Authority was also given the Commissioners
to inspect bankers’ books for the purpose of ascertaining the accuracy of
returns, but this power has never been exercised.; The Scotch banks did not
publish full reports of condition until about 1865, when the younger banks
led off in giving annual balance sheets, in order to inspire public confidence,
and the older institutions soon felt compelled to follow their example.§ The
Scotch bankers always, however, kept among themselves a close watch upon
each other’s business and a check upon unsound banking through the system
of prompt redemption of notes which prevails there.

The Swiss banks of issue, which number thirty-four, are under the careful
supervision of Government officers in respect to their circulating notes, the
maintenance of their metallic reserves, and the commercial securities which
complete the cover for the circulation. The Government also requires each
bank to accept at par its own bills and those of other Swiss banks which
redeem their notes on demand.] Reports are required weekly, monthly and
annually, and while official control relates nominally only to the circulation,
the bank inspectors in their annual report do not hesitate to discuss the
foreign exchanges, the discount rate and other questions relating to the pro-
gress of Swiss banking. Actual inspection of securities by the inspectors
takes place at least once a year, but seldom reveals any serious departure
from the requirements of law. T

THE PROPER MEASURE AND MEANS OF REGULATION.

The principal methods of regulating the volume and safety of a bank-note
currency having been set forth, a few words may be said in regard to the
relative merits of these methods and the means of employing them. Some of
the regulations which have been referred to are established in certain States
by public law, but so fay as they are the outcome of sound banking judgment
are just as binding upon the prudent banker where they are entirely in his

* “Special bank examiners, assisted by trained experts, employed by clearing-houses,
* * * might be useful to the members of a clearing-house, for the purpose of making exam-
inations. * * * As these men would be in the employ of the clearing-house, they would
not be subject to outside influences, and in this way the question of the supervision of bank-
ing institutions by direotors would be dealt with effectively.””—James G. Cannon, ** Clearing-
Houses,” p. 25. +8and 9 Vic,, c. 88.

% Kerr, ** History of Banking in Scotland,” p. 178.

§ Kerr, **Scottish Banking During the Period of Published Accounts,” p. 2.

1Lévy, * Mélanges Financiers,” p. 216.

1 Thus the report for 1807 declares that ** no case of infraction of the prescriptions of the
law and regulations has occurred and no serious event has called for comment. 1n general,
the relations between the bunks and the organs of control have been normal.”—Controle des
Billets de Banque, 1897, p. 23.
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discretion. Fixed limitation of the volume of note issues is not important so
long as the notes are protected by an adequate coin reserve and by sound and
convertible assets. It is proper, however, in the case of small banks that
some deflnite ratio should be established between banking capital and note
issues. The capital is in some degree the guarantee of all the obligations of
the bank, over and above the resources obtained from the public, and should
therefore bear some reasonable proportion towards these obligations which
will cover probable losses.

In the case of the monopoly banks of issue the capital bears only a modest
relation to the amount of note issues, but represents a considerable amount in
itself and is sufficient to cover the probable risks assumed in the course of
general banking business. Thus the capital of the Bank of France is only
182,500,000 francs ($35,200,000), while the legal limit of the circulation is
5,000,000,000 francs. The capital of the Imperial Bank of Germany was
increased by the new charter of 1899 from 120,000,000 to 180,000,000 marks
(#43,000,000), but the usual circulation is above 1,000,000,000 marks, the
average for 1899 having been 1,141,752,000 marks ($270,000,000). In these
cases the notes depend less for their security upon the capital of the Bank
than upon the large fund of metallic money and convertible resources which
these banks possess. The circulation of the Bank of France is protected by
a stock of gold and silver which usually reaches seventy-five or eighty per
cent. of the volume of the outstanding notes, independently of other resources,
and the metallic reserve of the Bank of Germany falls but little below forty
per cent. of its note issues.

The more strict limitation of note issues is justified by banking conditions
in countries were there are many isolated local banks. The limitation of the
issues to the whole amount of the capital, as under the National Banking Law
of the United States, while it is an arbitrary limit, is not an unreasonable
one. The limitation in the case of the Swiss banks is twice the paid-up capi-
tal. These limits, whatever they may be, impose no serious restrictions upon
banking development where they are not accomnpanied by other requirements
and where there is no limit upon the creation of new banks or the increase of
the capital of the old ones. Under these conditions the policy is not unrea-
sonable, but only within the limits of sound banking policy, which requires
also a customary ratio of the metallic reserve to the amount of notes issued.
The same cannot be said of the more severe restriction of the National
Banking Law of the United States, which takes the security for the notes out
of the custody of the banks and deprives themn of that ready control of their
note issues which adapts them to business conditions. Such regulation ham-
pers sound banking, tends to increase its cost to the cominunity, and is not
justifled by experience for the purpose of ensuring the safety of the notes.

The law is justified in enforcing upon all banks the rule that redemption
of bank notes shall be convenient, prompt and certain. Few regulations for
this purpose are required in the countries having monopoly banks of issue,
beyond the notorious willingness of the bank to pay standard coin promptly
to any holder of its notes, without any sign of displeasure or the suspicion that
discrimination will be made against the note holder in his other business
relations with the bank. Regulations of a more elaborate character are
required where many small banks compete with each other and where their
notes drift far from the issuing bank. The system adopted by the New
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England banks prior to the Civil War, the daily presentation of notes by the
Scotch banks to each other, and the redemption system of the National
Banking Law of the United States, have many features which tend o apply
with efficiency the test of the prompt redemption of bank notes in standard
coin. The American system is hardly stringent enough for a true bank-note
currency, but might be made so by increasing the number of redemption
agencies and affording a more direct profit to the banks in keeping their
own notes afloat at the expense of those of their competitors.

Official inspection of banking accounts and the publication of detailed
reports are necessary incidents of public regulation of banking. The vital
requirement in respect to mote issues is that they shall always be what they
purport to be, exchangeable for standard coin upon demand without cost or
tnconvenience to the holder. Regulation should go no further than is neces-
sary to enforee this requirement. In the case of the leading monopoly banks,
except the Bank of England and the Imnperial Bank of Germany, regulation
by law does not impose upon note issues any serious fetters which go beyond
the requirement of sound banking judgment. In ‘the case of the Bank of
France, while there is a nominal limit on the circulation, the Bank is only
required by its charter to keep a combined amount in coin and commercial
paper equal to its obligations—in other words, to be solvent.* In the case
of the National Bank. of Belgium, in spite of heavy burdens of taxation, the
statutes embody this simple mandate of sound banking policy, ‘‘ The amount
of bills in circulation shall be represented by easily negotiable securities.”
At all these banks at the present day the details of their business are set
forth in reports of many pages each year, and their methods are an open
book for the inspection of all responsible inquirers.

The maintenance of solvency and soundness by banks of issue, under the
conditions of an efficient redemption system and publicity of accounts, is
ensured by the regulation of the discount rate. This method of regulation
depends almost entirely upon the sound judgment of the banker, and cannot
well be the subject of legal restrictions. The increase or decrease of the rate
for the rental of money is simply the index of an increase or decrease in the
demand in relation to the supply. It is the application to the money supply
of the great rule of all other branches of trade, that a diminished supply
results in an increase of price, and that an increase of price upon a given
market draws supplies from markets where there are larger stocks. A bank
of issue, exercising prudence in the character of its loans, maintaining an
adequate cash reserve in relation to its note issues and other liabilities, and
employing promptly and efficiently the modification of the discount rate in
order to govern its resources by the law of supply and demand, cannot fail to
meet its obligations, win the confidence of the public, and perform services of
the highest value to the community. CHARLES A. CONANT.

*Vide Noel, *Banques d' Emission en Europe,” I, p. 168.

GOVERNMENT GoLp HoLpiNes.—The total fund of gold in the hands of the Govern-
ment, as shown by the balance sheet on Japuary 2, was $479,349,250—the largest amount
held by any country in the world. Of the above amount $150,000,000 is held in the reserve
fund, $96,561,321 belongs to the general funds of the Treasury, and the balance represents
outstanding gold certificates. It is oelieved that unless some adverse influences arise,
the total gold holdings of the Treasury will shortly reach $500,000,000.



THE EDUCATION OF A BANKER.

PRACTICAL AND THEORETICAL TRAINING OF BANK CLERKS AND OFFICERS.

There is perhaps no part of the cominercial and financial machinery of the
country that is more delicate and complex than the banking institutions, and
it is therefore necessary that those who conduct them should be adequately
fitted to discharge the responsibilities incident to the management of the
money and credits that represent to so great an extent the sum of all business
transactions. This fact is being recognized as never before, not alone by
those in positions of great honer and emolument, but even more, perhaps, by
the clerk who is struggling along imperfectly equipped for the work he is
called upon to perform.

GENERAL QUALIFICATIONS.

Character is the first essential equipment for success in any honest call-
ing. Though some men succeed whose characters will not bear inspection,
no bank wishes to take chances of that kind; and the young man who hopes
to gain and keep employment in a well-conducted bank should be sure that
he is worthy of the confidence he asks others to place in him. More than all
others, the man who intends to be a banker should be deserving of the respect
and trust of his fellows. .

Dr. Holmes, or Mr. Beecher, or somebody, once said, in effect, thata man’s.
education should begin about 200 years before he was born; that one should,
in fact, use great care in selecting his ancestors. To be well born, in the best
sense, is an advantage which none can dispute. Even in a land that has no.
aristocracy, birth counts for much. Heredity is one of the most powerful
forces in shaping one’s career and character. The gentleman born is apt to-
remain so, whatever his circumstances. Banks will, as a rule, prefer to-
choose their employees from those who come from good families. The good
banker is cautious and does not like to take the risk of employing any one
whose antecedents are bad or doubtful. There are hazards enough insepar-
able from his business without taking on unnecessary ones. But on the other
hand the bank ought not to take into its employ any one just because he is
the son of Mr. So-and-So. There are more economical ways of providing for
the incompetent and lazy than by encumbering the business of a bank with
them.

The boy whose birth has been humble, and whose early educational oppor-
tunities have been meagre, but who has despite these hindrances fought his
way resolutely step by step—that is the sort of boy the bank wants. Fortu-
nately, in so many of our cities there are now free evening schools, and many
who are compelled to work by day are thus enabled to fit themselves for

higher positions.
PRELIMINARY EDUCATION OF A BANK CLERK.

At the foundation of our American system of education is the common
school, and many of the most successful business men of the past century,
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and of those who are active in the affairs of to-day, never got any further
than the foundation; but it was a basis upon which reliance could be placed,
for it was securely laid. It is too often the case that young people are anxious
to enter on a collegiate course before having thoroughly mastered the branches
taught in the common schools and which are the ones most useful in the
every-day transactions of life. It is better to dispense altogether with the
showy accomplishments of the college or university if they can be had only
by neglecting the branches taught in the common schools. If the education
furnished by these latter institutions is supplemented by a high school or
academic course, and due care is given to thoroughness, the young man who
wishes to enter upon a banking career need not hesitate to do so because he
has been unable to complete a still more advanced curriculum of studies. He
will find a good business college helpful, in improving his handwriting—how
few people are able to write uniformly and legibly—and in imparting a general
idea of accounting. -

If the bank clerk finds that his education has been commenced at the top,
Lie should lose no time in putting a solid foundation under it. For business
purposes a knowledge of German, Spanish or French is much better than a
knowledge of all the dead languages that have existed; similarly, the study
of commercial arithmetic is more profitable than the study of algebra or other
branches in higher mathematics, though these are undoubtedly of great value
as a mental discipline.

It is not contended that a college education disqualifies one for a banking
career; on the contrary, a banker will be the better able to meet fully the
requirements of his calling by being liberally educated, but it should be the
first concern of the bank clerk to be sure that he is thoroughly grounded in
what may be termed the primary branches of education, for the knowledge
to be thus gained will be found most useful in the practical work of a bank.
If any part of one’s education must be neglected it should not be that which
relates to the fundamentals of every-day business life. There are many boys
in college who ought to be in the common schools, and scores of young men
every year waste time in studying the classics when they can neither write
nor spell their own language. The colleges are now adding to their courses
of instruction branches relating to finance and commerce, and much good will
result from this innovation.

1t should be the aim of bank clerks especially to cultivate the faculties of
attention and observation as an indispensable part of their training. They
must also keep in touch with what is going on by reading the daily newspa-
pers and the magazines, not overlooking publications devoted to banking
interests.

BEGINNING WORK IN THE BANK.

To obtain employment in a bank is somewhat more difficult than in mer-
cantile or other business establishments, there being comparatively fewer
banks and a proportionately larger number of applicants. A clerkship in a
bank is sought for not so much for the immediate salary as for the opportu-
nities of promotion, and the officers and directors are frequently importuned
to place their relatives and friends in line for this promotion. But fitness, as
a rule, is the test in making appointments. Influence is often valuable in
securing a hearing for an unknown applicant, but in the final analysis self-
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reliance will be found more helpful than anything else. In a small town a
young man’s reputation for scholarship, energy and his general characteristics
are sure to be known to the local bank; but in a city employment must be
sought by letter or by personal application. A note of introduction from a
good customer of the bank sometimes proves serviceable.

MORAL AND MENTAL QUALIFICATIONS.

‘Without certain distinctive mental and moral qualifications no one is
likely to reach an eminent place in banking. A farmer may neglect his work
and the only harm will be the failure of his crop; but if an engineer or a
sentry does not discharge his duty hundreds or even thousands of lives may
be lost. And so a bank clerk may, by his carelessness, cause the loss of large
sums of money.

Honesty is, of course, essential; and not merely the degree of honesty
that differentiates the thief from respectable members of society, but that
sterling integrity which makes it impossible for one to stoop to anything to
which the shadow of dishonor attaches. Quite aside from ethical or moral
considerations, which should, but sometimes do not, prove a strong enough
deterrent to prevent wrong-doing, it is true almost universally that sharp
practices of any sort do not pay. This is so well recognized that no other
principle is allowed to govern the management of properly regulated business
establishments. Even in Wall Street operations, regarded by many as bor-
dering closely on gambling, the standard of dealing is generally high.

Neither from principle nor policy can any departure from the strictest rules
of integrity be countenanced by any one employed in a bank. Ex-Superin-
tendent Byrnes, long famous as the head of the New York police force, in
speaking of a notorious criminal, said he was the shrewdest crook that he ever
knew; but that he was nevertheless a fool, like all of them. Satan’s longing
for one wise man among his victims is well known. The smart embezzler
who steals a bank’s money and for a time lives royally, finds at last when in
a prison cell that instead of being clever he is only a fool to be pitied or
despised. Or if discovery is prevented, a more terrible punishment awaits -
him and his footsteps are forever haunted by the spectre of guilt.

Mr. Crockett’s homely motto ‘ First, be sureyou're right, then go ahead,”
is a good one for bank clerks. Mistakes, serious in their consequences,
might be avoided in many cases by deliberating before acting. In important
matters it is best always to get all the facts possible before coming to a decis-
ion. Cock-sureness is also responsible for many errors, and however positive
one may be, it is safer to verify onr impressions by reference to books, docu-
ments and other authorities. ~Memory is a valuable aid, but not always
reliable.

The habit of carefully noting the details of every transaction should be
cultivated. Minute observation is essential if costly mistakes are to be pre-
vented. In law a man is presumed to be innocent until his guilt is legally
established ; not so in banking. Inquiry as to papers, persons, notes and coin
is always in order. A spirit of investigation is as necessary to the right
kind of a bank clerk as it is to the man of science. Slap-dash methods are
entirely out of place, and system must become second nature. Neatness
and order are nowhere more essential than in every department of bank
work.
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HABITS AND DEPORTMENT.

As exactness is a characteristic of banking transactions, so a stricter com-
pliance with habits tending to success in other lines of business is required of
bank clerks. These habits are so well known that it is hardly necessary to
enumerate them, though a few call for special attention.

Punctuality is especially to be commended. It is the rule of the New
York Clearing-House to impose severe penalties on banks failingIto wake
prompt settlement of balances, and fines are assessed for tardiness generally.
Though a clerk may be but a small part of a bank’s machinery, his absence
within required hours may possibly disarrange the workings of the whole
mechanism. From a disciplinary standpoint few things are more important.
in a bank than to be on hand at the appointed time.

Obedience to orders and rules is to be expected as a matter of course, but
this does not imply that even a clerk is never to use his discretion and intelli-
gence. ‘‘Theirs not.to reason why’ may be proper enough for soldiers, but
the bank clerk who reasons why at every step will be on safe ground. Rules
are not inflexible. A bank may give notice that errors in paying out money
will not be rectified after the customer leaves the counter ; but this need not
deter a teller from taking back a fifty-dollar bill that he has paid out for five
dollars. Better break the rule than lose the $45. If a rule does not seem to
fit a particular case, it will be prudent to consult a superior before acting.
Banking cannot be carried on by automatons.

In his life outside the bank the clerk who expects to advance must conform
to the accepted proprieties and conventions. While keeping his religion and
business separate, he must realize the ethical value of religious training and
shape his associations accordingly. Social relations also keep one in touch
with those about him and should not be neglected.

A dignifled deportment is iu keeping with bank work, and courtesy should
always mark the conduct of a bank’s employees towards its patrons, especially
so as customers are more apt to take offense at any real or fancied incivility
* on the part of a subordiate than if the offender should be an officer. Polite-
ness is one of the best assets a bank clerk can have.

Modesty in dress and bearing will contribute to promotion. The swaggerer-
and the swell do not belong in a bank. Plain, incisive speech should be cul-
tivated, and both loudness and mumbling avoided. Deference and respect
ought to characterize the deportment of clerks, but not servility. Manliness
will command the respect that sycophancy can not obtain.

The habits of sobriety, of clean language, of truthfulness and all the other
virtues which are universally observed by self-respecting persons, need not be-
dwelt upon here. There is one other point that should be mentioned. One
of the first things a bank clerk should learn is to save something from his
salary. It is to be his privilege later on to take care of the money of others,
and he can begin his preparation for that important work in no better way
than by learning to take care of his own earnings.

Note.—The above is the first of a series of papers designed to be helpful to bank clerks.
and officers. Successful bankers and other expert contributors have been secured who will
treat thoroughly of the requisite qualifications to win success as a bank clerk and officer.
Among the subjects that will be included in the series of papers to be published during the-
year are the following :
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1. PRELIMINARY EpucaTION.—Common School. Academic. Commercial. Collegiate.

II. BRGINNING WORK IN THE BANK.—Obtaining Employment. Moral and Mental
Qualifications. Habits. Deportment.

JII. LeARNING THE ROUTINE OF BANKING.—Junior and Senior Clerks. Xlessengers-
Bookkeepers. Tellers.

IV. Tae EDUCATION OF A BANKER.—Demand for Educated Bankers. Value of Prac.
tical and Theoretical Training. History of Money and Banking. Banking and Commercial
Law. Political Economy. Current Banking and Financial Literature. Association and
Institute Work. Loans and Investments. General Knowledge. Foreign and Domestic
Exchange.

V. THE OFFICERS Of THE BaANK.—How Promotions are Won. Liabilities and Duties.
Relations to Employees and the Public. Bankers as Citizens. Rewards and Honors of
Banking.

VI. BANKING SYSTEMS OF THE WORLD.—American and Foreign Banks Compared.
National Banks. State Banks. Trust Companies. Savings Banks. Postal Banks. Land
Mortgage Banks.

VII. TEe MONERY MARKET.—How Interest Rates are Governed. Effect of Treasury
Operations. Reserve System. Moving the Crops. Gold Exports and Imports.

And many other topics of practical value to all engaged in the banking business.

OLD NATIONAL BANK, GRAND RaPIDS, M10H.—This old and well-known institution has
recently issued a handsomely printed illustrated booklet setting forth its facilities for trans-
acting business in its new quarters, recently opened at the old location.

The First National Bank, the predecessor of the Old National, was organized in 1868
with $50,000 capital, one-half of which was contributed by Martin L. S8weet, who became
President. J. M. Barnett was elected Vice-President and Harvey J. Hollister, Cashier. The
two gentlemen last named are the preeent active managers of the bank, Mr. Barnett now
being President. The first statement, made in July, 1864, showed deposits $134,000 and to-
tal resources $219,433. On September 5, 1900, the deposits had grown to $2,879,394, and the
total resources were $4,145,361. The capital has increased from $50,000 to $800,000, and the
surplus and profits have grown to $265,000.

The new quarters of the bank are thoroughly modern in arrangement and appointment,
and contain everything necessary for the safe and convenient despatch of business.
Thoughtful provision has been made also for the comfort of those who ca.rry on the bank’s
business—employees as well as officers.

The booklet is as attractive an example of bank advertising as has come to the
MaGAZINE’S notice. It gives ample evidence of the careful yet progressive policy which
has characterized the management.

The officers and directors of the Old National Bank are: Preeident, James M. Barnett ;
Vice-President, W. Barnhart ; Cashier, Harvey J. Hollister ; Assistant Cashier, Clay H.
Hollister ; Auditor, Hoyt G. Post. Direetors: James M. Barnett, Willard Barnhart, Jacob
Cummer, Joseph H. Martin, W. R. Shelby, F. Loettgert, E. G. Studley, L. H. Withey, W,
D. S8tevens, E. Crofton Fox, George C. Peirce, H. J. Hollister, William Judson.

Mr. Harvey J. Hollister, who has been Cashler of the Old National Bank since its
organization, has taken a deep interest in the education of young men for the banking
profeasion and is the author of several valuable papers on the subject.

QUICK WoRK AT THE CLEARING-HoOUSE.—The speed with which business of & clearing-
house is transacted seems almost incredible. The actual time required to make the ex-
changes varies from one and one-half to ten minutes. When the exchanges are made sim-
ultaneously, the time varies, as a rule, in proportion to the number of members. In view
of the shortness of time required to make its exchanges, the New York Clearing-House
affords, perhaps, the best example in existence of the success of modern business methods,
as compared with the old ways of doing things. The clearances exceed on the average one
hnndred million dollars a ¢ay, and yet this enormous amount of paper is exchanged be-
tween the banks in ten minutee, and often in lees time.—* Clearing-Houses,” by James G.
Cannon.
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*THE BANKER IN HIS PUBLIC RELATIONS.

It is a great honor to be invited to take part in a gathering like this. I
appreciate the kindness of your invitation, but I cannot resist the feeling that
the burden of obligation would have been greatly increased had you provided
me with as good a speech as you have a dinner.

) You expect me to talk, I suppose, with more or less reference to those

matters which concern the Government's finances; and yet, for more than
thirty years these things have been the subject of discussion in business and
financial circles as they have been the prolific source of debate in the halls of
Congress and on the political rostrum. What can be said that will be new,
interesting and instructive? That anything at all is required to be said, is,
however, a sure enough token that some of these questions cannot yet be
considered as settled and definitely determined.

Forty years ago we had no such questions, or relatively none. There were,
to be sure, the ever-present theme of taxation, the true sources of public-
revenues, and much discussion as to the proper ohjects of public expenditure.
But the great intimacy now apparent between the affairs of the Treasury and
the general operations of business did not then exist.

The Civil War changed all this. Under the financial exigencies of that
awful strain, we learned to take up people’s goods by giving them an indefi-
nite promise to pay, endowing that promise with the power to discharge the
obligations of private contract. We struck down by drastic legislation the
faulty system of bank currency, and established another, the immediate pur-
pose of which was to facilitate the negotiation of the rapidly-growing public
debt. Taxation covering every possible object which could be reached was
inaugurated. These influences, operating separately and conjointly, brought
in enormous sums of money, which our independent Treasury kept securely
locked away in varying millions from the current uses of trade and industry.

And thus our later problems were born. Having discovered, or believing
that we had discovered the ‘‘greenback” (though adopted with fear and
hesitation by all thoughtful statesmen) to be a powerful help in time of war,
we were easily led to believe in it as a blessed agency in time of peace. The
greenback became associated in the sentiment of our people with things
sacred. It was ‘‘battle-scarred—blood-stained,” and every effort to throw
upon it the light of economic truth was and still is, in many quarters, resented
as a sacrilegious deed.

Yes, the war burdened us with many problemns, and among them all the
financial problemm was not the least. But, as if those left to us were not
enough, we have through political compromise, unavoidable no doubt, been
made to assume others. You are familiar with the long history of legislation
concerning silver coinage and the money standard between 1878 and 1893.

* An address delivered by Hon. Lyman J. Gage, Secretary of the Treasury, before the
annual meeting of Group VIII of the New York State Bankers’ Association, at the Waldorf-
Astoria Hotel, New York city, December 19, 1900.
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I need not recite it. We know it introduced new complications into the
problem, already sufficiently serious. What is the present situation? We
have in circulation among the people, and as a reserve fund in the banks, 346
millions of Government notes. They constitute an enormous public debt
payable on demand. We have, or will soon have, substantially 600 millions
of silver, or paper representatives of silver, whose parity with gold value the
Government is under obligation to maintain. The ultimate measure of this
obligation is the difference between the commercial value of the money metal
and the face value at which it circulates. This difference is not far from 300
millions of dollars.

We have a system of bank-note currency whose volume is but faintly
related to the needs of the community, which a properly constructed bank
eurrency most economically serves. It is, on the contrary, as you all know,
controlled as to volume by the price of interest-bearing United States bonds
in Wall Street. Our independent Treasury, to which I bave already referred,
absorbs the circulating medium when active business most requires its use,
-only to disburse it again when falling revenues—the effect of industrial dull-
ness—bring about an excess in expenditure. Industrial activity increases the
public revenues, but it is checked, if not throttled, by its enlarged contribu-
tions to the idle fund in the public Treasury.

. It is these influences, thus hastily sketched, which have brought our indus-
trial and commercial life into a too dangerous dependency upon our public
finances. This marriage between these two whom God did not join together,
ought to be put asunder. But not by any hasty South Dakota divorce
method is the separation to be accomplished. The children of this wedlock
must not be dishonored. Time, attention and great care must be exer-
cised. ‘

Sometime since I had the pleasure of a long talk with the financial minis-
ter of a South American republic, one of the most securely established in its
political life and most advanced in the elements of material growth and
industrial prosperity. Desiring to know his government’s methods, and their
points of view in certain economic particulars, I asked him a series of ques--
tions, to which he made the most gracious and frank replies. I confess that
I was surprised and not a little humiliated, as a citizen of this great republic,
at the clear perception of economic relationships, and the evident willingness
he displayed to forego tempting advantages in the present, out of obedience
to the requirements of higher considerations. I do not believe I can do better
than to repeat the substance of that conversation. It throws some clear side
lights on our system of finance.

‘“You have,” 1 asked him, ‘‘some sort of banking system in your country?$”

“Oh, yes. We have a system operating under federal authority, governed
by federal law, and subject to inspection and control by federal agents. We
have eight large banks, each with several branches, so that all sections of our
country are supplied with banking facilities.”

‘“Why de you allow banks with branches? Why not make them entirely
independent of each other, the same as we do?”

‘‘Well, we believe that a fagot of many twigs is safer and stronger than
the separated twigs could be. It has worked well. We have had no bank
failure for many years.”

*‘Do they issue notes to circulate as money?”
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‘“Yes, limited in amount by their relation to capital, and by the percent-
age of specie which they are required to carry against note issues.”

‘“Why do you not make the banks secure their notes, as we do, by the
pledge of Government bonds? By requiring them to do this, you would
enlarge the market for your securities and thus lower the rate of interest on
your Government debt. At the same time you would make the bank note
absolutely secure to the holder.”

‘“Yes,” he replied, ‘‘but this apparent advantage might prove to be fal-
lacious in the end. In the first place we consider the bank currency entirely
safe to the holder as it now.is. In the next place, to require what you sug-
gest would involve a tie-up of so much of the bank capital, all of which we
think ought to be available to the uses of industry and trade.”

‘“ Again, he added, ‘‘we think the Government’s finances should be in-
volved, to the smallest degree possible, with general industries and business
affairs. If we should become engaged in a protracted and exhausting war,
the price of our bonds might fall. The value of the securities upon which
the safety of the bank-note was supposed to rest thus declining, distrust and
panic might set in at the most inopportune time—an inopportune time be-
cause it is precisely in time of war that the Government must make the sever-
est financial exactions from its people. It is therefore doubly important that
general business should be protected from, rather than exposed to, the per-
- turbations in Government finances when the latter are under stress and strain.
It is just then that we need the greatest strength and the most steadiness in
the personal affairs of our people, for it is from them we must draw resources
and supplies.” .

¢ One more question,” I urged. ‘‘You have, I know, revenues somewhat
in excess of expenditures, and necessarily carry a working balance on hand.
‘Where do you keep this cash—in your own strong-boxes as we do?”

¢No,” he answered, ‘‘ we are a small country, not rich like you. If we
locked up this money, amounting sometimes to twenty, sometimes to thirty
millions of dollars, it would be an economic crime. We deposit our idle funds
among the eight great banks, and they serve as an important aid to industrial
activities, while they are always subject to our call when needed.”

I hope you have listened to my report of this talk with-the interest which
was excited in my own mind in the hearing of it. I have thought about
it often and have realized the truth of that proverb which ought to be
found in sacred writings somewhere: ‘‘ A teachable spirit is essential to the
gaining of wisdom.” His talk stimulated me to inquire as to the economic
effects of our own independent Treasury system.

THE HoARDING OF PuBLIc FuNDSs.

Sixty odd years ago President Jackson made a reckless distribution of
public moneys among a lot of reckless ‘‘ wildcat” banks. Consequence A:
The Government lost two and one-half millions; consequence B: the people
were taught to hate banks and refused to trust them, one and all, with a
dollar of the public money. Strange inconsistency, for if the great corpora-
tions of the land were to follow this high example and lock up in strong-
boxes their gathered receipts, instead of depositing their idle funds, as they
do now, where they serve useful purposes in aid of industry and commerce,
a storm of unexampled indignation would sweep over the country.
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Has the Government’s course been a wise one? Taking the last thirty
years, what suin on the average, in excess of an ample working balance, has
the Treasury kept under lock and key and away from all current uses in the
flelds of industry and exchange? The amount is found to average fifty mill-
ions of dollars.

If these surplus millions had been deposited with National banks in the
clearing-house cities, in the proportion the relative capital of each bank bears
to the whole capital; and if, secondly, the only security to the Government
had been, in case of bank failures, a prior lien on such banks’' assets, what
loes would the Treasury have suffered? Answer: Not a cent.

Next, if under these conditions the banks had paid interest to the Govern-
ment at the rate of two per centum upon the funds so deposited, how much
would the Treasury have been benefited? Answer: Thirty-two millions of
dollars.

Lastly, with this fund as an aid to their general operations in the field of
trade and commerce, to what extent, on the average, would the banks have
been able to increase credit accommodations to the people? Answer: Two
bundred millions of dollars.

Have we not been guilty of an enormous economic waste by reason of
our peculiar Treasury system?

CREDIT CURRENCY AS AN AID To COMMERCE AND INDUSTRY.

There is another direction to which I invite your consideration. It leads
to our system of currency. Indulge me if I enlarge upon it.

You know how bank credits, available through checks and drafts, sup-
ply commercial necessities, yet it is nevertheless true that in the wide fleld
where currency or paper money is essential, the bank credit is powerless.
That is to say, the conditions of law under which the bank may extend credit
to its dealer by issuing to him its own notes payable on demand, are entirely
different from the conditions under which it may give him credit upon its
books, to be’availed of by checks and drafts. Yet there is no difference in
principle between the two. In the one case the banker says in effect: ‘‘ Draw
your checks on me as understood. I will redeem and pay them.” In the other
he would say: ‘ Here are my own notes of denominations to suit your con-
venience. Use them where you will. When they are presented for payment
they shall be paid.” In the case of the credit mnade upon his books, the
banker is not required by law to put up security for the payment of his deal-
er’s checks. To require this of him would be to destroy the credit operations
of the banking community. Every loan would be a loan of capital, not of
credit, since it is plain that an investment of capital would in advance be
made jn the securities pledged. That, however, is precisely what, under
present condition, the banker must do before obligating himself in credit
form by the issue of his notes. He has indeed a nominal liberty to issue his
notes without the pledge of security for their redemption, but if he exercise
that privilege he must pay a penalty tax of ten per cent. per annum oun his
notes so issued. This is, of course, prohibitory. I need not stop to explain
that the security now required as a condition precedent to bank-note issues
is the deposit of United States bonds with the Government.

Let us see how this works in practice. Suppose three men of equally good
and satisfactory standing, one behind the other, at the banker’s desk, each
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an applicant for a loan of ten thousand dollars. The banker is in a fair con-
dition as to his reserves, and may safely extend his credit to the extent of,
say, $30,000. The first applicant explains that he desires a credit upon the
banker’s books, against which he may check as occasion shall require in the
ordinary course of his business affairs. The second desires the banker’s cer-
tificate of deposit which he may take with him to a distant point, to pay for
certain property for which he is negotiating. To both these men the banker
gives a cheerful yes, for he knows by experience and the law of averages, that
in the case of the first applicant some portion of the borrowed fund will
remain undrawn, or, if wholly drawn on some occasion, it will be covered in
again to the borrower’s credit, in part or in whole, while the obligation he
takes from the borrower is running to maturity. The situation in the second
case is not essentially different. The certificate of deposit will remain for
some days in the hands of the borrower. When it passes from him to another,
the second party may himself retain it for a period, and when it takes a back-
ward journey toward the banker, other days will be consumed in its transi-
tion. Inthe meantime, the borrower, having his note in the banker’s hands,
begins to save his funds to pay it when due, and these funds he, of course,
deposits with his banker to his own credit on account. He thus, to an extent,
himself furnishes the banker the wherewithal to pay the certificate of deposit
when it finally comes in for payment. Things do not always work so favor-
ably to the banker as in the manner just sketched, but the statement illus-
trates in a fair way how in general these matters are conducted.

The third man now steps forward with his application for a loan of ten
thousand dollars. In answer to the banker’s inquiries he states that he must
at once have the money in cash form, gold, silver or paper currency. He
wants to pay loggers in a logging camp, or cotton pickers in the South, or
harvest hands in the West, or filshermen on the Atlantic coast, or operatives
in mill, foundry or mine. Now, if the banker could issue to this proposed
borrower his own notes in small denominations, he would be as able to accom-
modate this man as he was to accommodate the other two; but this it is not
possible for him to do. To serve this man he must at once take from his cash
reserves the sum necessary. So doing would weaken him in relation to the
undertaking he has just entered into with the other two. He is, therefore,
obliged to decline the third application. It is thus perceived that a discrimi-
nation of necessity exists in favor of those who in the larger affairs of business
can make use of checks, and against those who in a smaller, but no less useful
way, are engaged in affairs which cannot be handled by such instruments,
requiring as they do, something that has the form and ready negotiability of
money. We have thus come to the point of vital distinction between the two
systems of bank-note issues; the one known as currency against assets, and
the other as currency secured by the deposit of bonds. The first named
furnishes an instrument of credit (costing nothing) as effective in the exchange
of property as real money; the second is an instrument of capital,’ or what to
the lender of credit is as costly and expensive as capital. If the banker
acquires gold, silver, or any form of Government money, he is obliged to give
a full equivalent value in exchange for it, or if he secures his own notes, prior
to issuing themn, he has tied up in that investment an equal sum of loanable
capital. If, on the other hand, he issues his notes, without this pledge of
security, he has not thereby made an investment of capital. He has put
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afloat for a time an instrument of credit which, if properly recognized, is as
efficient to perform all the functions of money in exchange of goods, and in
payment of debts and wages, as is money itself. Like the credit upon the
banker’s books, availed of by checks and drafts, the bank note is an econo-
mizer in the use of capital. Indeed the bank note is in essence the check or
draft of the banker upon himself, payable on demand to the holder thereof.

For thirty-six years our business community has been denied the use of
the credit currency described. What has been the economic loss to the com-
munity? It is imposesible to measure theloss in dollars. It can be truly said,
however, that the borrowing class has paid a larger rate of interest as a con-
sequence of our system, and will continue to do so while the system lasts.

But has not our system, which requires the deposit of United States bonds
as security for circulation, been helpful to the public credit and resulted in a
lower rate of interest cost to the Government on its debt obligations? The
answer to this question must be in the affirmative.

Has not also the issue of paper money by the Government, bearing no
interest at all, yet absorbing very fully the fleld of circulation, been a great
economic saving to all the people? The answer to this question would bhave
to be also in the probable afirmative, and yet, when we consider the actual
money carried by the Treasury to guard the Government notes, the periods
of stress and sacrifice occasionally made necessary to protect them, the amount
of saving must be greatly reduced. And if further we take note of the severe
perturbations in business affairs, resulting from doubts as to what the Treas-
ury would or coald do, as exigencies in Government finances have appeared,
the margin of saving will perhaps wholly disappear. But if it were demon-
strated that a public saving had been secured in either or both of the ways
just considered, it should then be remembered that this saving has been
secured at a cost, not to all the people, but at a cost to the borrowers alone,
or through the borrowers, at a cost to those using borrowed credit in the
prosecution of commerce and industry. This must be true, if it be as I have
tried to show, that the average rate of interest has, by reason of our system,
been constantly higher to the borrower. Now, it has never been considered -
consistent with correct principles of taxation to tax people in proportion to
their debts, but rather in proportion to their property. If, then, the econo-
mies to the National Treasury have been gained at the expense of the borrow-
ers who prosecute trade and industry, that course has been inconsistent with
recognized principles of equity; and no doubt injurious to productivity and"
the exchange of commodities. There is no reason why the Government when
it buys goods should not pay for them like others, or if forbearance in pay-
ment is desired, it should pay for that forbearance as all private corporations
and individuals are compelled to do under such circumstances. In that case
the cost of forbearance, namely, interest, would be derived from the sources
of general revenue and would not be imposed by an indirect process upon the
private barrower.

Admitting for argument’s sake that the bank note issued against general
assets is a better economic instrument than the one we have, ought not the
privilege of such issues, if accorded, be so limited and hedged about by some
kind of guaranty, which would.render them safe in the hands of the people?
Certainly so, and there is no reason to doubt that these limitations could be
imposed, yet leaving sufficient liberty and these guaranties secured. There
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are many models, both in this country and in other countries, which time and
experience have demonstrated to be both effective and safe.

Is not this discussion a purely academic one? In other words, is any
change in our currency system at all probable, or even possible, no matter
how much to be desired? To this question it must be said that no immediate
change is at all probable, but looking forward to a period in the not distant
future, some change in our system seems to be inevitable. In the first place,
in the absence of extraordinary expenditures for war, the present outstanding
public debt ought to be largely reduced, or wholly paid. As this eventuates,
the now required form of security for bank-note issues will be lacking, and
modifications in present law will be necessary. Again, if T may express a
direct opinion, it will come to be perceived, as time passes, that the Govern-
ment is not and cannot be well prepared to deal with a large mass of floating
debt payable on demand. The obligation to maintain parity between our
nearly six hundred millions of silver money and gold adds to the complica-
tion, and the lawmakers representing the people will be glad to diminish the
present great responsibility. It will be further seen, as time goes on, that a
true paper money unites in itself two qualities—it is a medium of exchange,
and at the same time it is a convenient and useful instrument by which credit
may be extended. Government paper money, like gold or silver, may be
equally a good mediumn of exchange; but all alike they lack the quality of
being instruments of credit. The banker who loans his notes, lends his
credit. The banker who lends his greenbacks, gold or silver, lends his capital,
or that which is as expensive for him to acquire as is capital.

A UnION OF BANKS WITHOUT MONOPOLY.

As to the system of a few larger banks, with a multiplicity of branches,
which wy friend from the South so thoroughly endorsed, and which the
experience of France, Great Britain and Canada commends to your approval,
can a similar system be inaugurated with us? Probably not. While recog-
nizing the value of it as to strength, we are too afraid of centralized power
and authority. It antagonizes the spirit of our institutions. But it may be
possible to secure to a degree its advantages while avoiding the apprehended
danger. Our political system is representative. It begins in small units.
The townships, associated by representation, constitute the county, the
counties in like manner the States, and from the States that indissoluble

- federation, the general Governinent. With no powers not specifically extended
to it or clearly implied, the Federal authority nevertheless stands for the
general defence and the general welfare.

Something like this is vaguely defined in my thought as possible in our
banking system. No consolidation of interests, no absolute sovereignty, no
powerful head, with authority to create and control, but association with
reference to a common defence against common dangers; the individual bank
an independent unit; the district clearing-house a center of association, where
the surplus strength of the strong could be made available to support with
entire safety, and with proper reward, the exposed position of the moment-
arily weak.

The district clearing-houses, associated in a similar way, might be made
to constitute the national clearing-house, and thus, in lines almost parallel
to our political institutions, we might secure in the fleld of banking what we



THE BANKER IN HIS PUBLIC RELATIONS. 41

enjoy in our national life, namely, individual freedom with an associated
strength, which in the nation has been found equal to all emergencies.

The operation of your own clearing-house in times of peculiar stress and
peril typifies what may be realized along the broader lines to which I refer.

By the aid of the strong in support of the imperilled, you have saved from
disaster those that were not unworthy, and aided in times of crises exposed
interests in the flelds of trade and industry. Without specific warrant of law
your action in these respects has everywhere been approved as judicious and
wise. Is it not possible under the sanction of law to perfect and extend for
the general good of the country a similar plan and one which has been so well
demonstrated? The idea is not new. It has been presented and urged by
one or more of your own financial men and with great force by Honorable
J. H. Walker, of Massachusetts.

FuTuRE PoSSIBILITIES OF OUR FOREIGN TRADE.

I omit reference to other features of National finances which furnish equally
important subjects for your study and reflection. I do so that I may suggest
to you the growing importance of our international trade and our interna-
tional finances. If the course of trade with foreign nations which has marked
the last three or four years, is to continue, we are to assume not long hence
a financial relationship heretofore unknown. In the long past we have been
under tribute of interest for the use of capital furnished from abroad. The
promise is that we shall soon become recipients of interest on capital furnished
by us for use abroad. To bring about this desirable end, new conditions are
imposed, new questions arise, new knowledge is to be acquired. Our horizon
expands, and you, the bankers, must be ready to meet the enlarging scope of
your operations and to occupy wisely and well the broader flield where your
offices and powers are to be exercised.

Here at home, in our own land, we are witnesses to what is nearly a
metamorphosis in previous conditions and methods of business. The consol-
idations of capital, the centralization of industries, excite ngw and serious ’
inquiry as to the consequences and effects they may carry in their train. Are
they the natural and healthful unfolding of a true economic movement? Will
they carry beneficial fruits which will find an equitable distribution through
the body politic as a whole, or will they prove to be engines of power by the
aid of which the few can exploit the many?

My faith is strong in the first direction, but the real meaning and future
influences of these modern phenomena should be studied and made clear to
the general comprehension. Grave consequences depend upon it. Two dan-
gers are apparent. One is that through prejudice and ignorance we may
block the path of natural progress. The other is that the force and power
involved in these great organizations may be utilized for oppression and rob-
bery. The peculiar position of the bunker as an intermediary in affairs gives
him a special advantage in the study and comprehension of the question. His
interests, tied in as they are to varied and multiplied business activities, put
him under bonds to do all he can for the general welfare. Upon his charac-
ter, intelligence, fidelity and truth, as applied to all of these questions, the
country has the right to rely with confidence.

If T possessed the gift of eloquence I would try to describe the magnificent
prospect which opens before us in the opening years of the coming century.
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‘With a land whose material resources are just fairly coming into view; with
a climate stimulating to mental and physical activity; with a population
strong, vigorous, inventive and full of enterprise, what may not be expected
in the way of material accomplishment? But these conditions and forces will
be deeply affected by the moral quality and political wisdom of our people.
A right knowledge of our true relationships, a mutual confidence between
sections, a loyal adhesion to true economic and financial laws, are conditions
precedent and indispensable to the highest degree of attainment, whether in
material progress or social happiness. To promote these conditions, to help
to the realization of these results, the judicious cotperation of intelligence
and patriotism is necessary. In the needful coBperation may the banker
never be found wanting. A true sense of patriotism and a due regard for
your own lasting interests unite in demanding from you your best thought
and your best efforts in the cause of country, which we are glad to believe is
the cause of humanity.

KNOX'S HISTORY OF BANKING IN THE UNITED STATES.
OPINIONS A8 TO THE MERITS OF THE WORK.

ANNALS OF THE AMERICAN ACADEMY (Philadelphia): The History of Bank-
ing in the United States, by the late John J. Knox, is a work that should find a
place on the shelves of every student of banking. Not only is it commended by
its comprehensive scope, but also by its authorship. Mr. Knox was a practical
banker. Moreover, his experience in public service—five years as Deputy Comp-
troller and twelve years as Comptroller of the Currency—placed him in immediate
touch with all the sources of information necessary to the preparation of such a
treatise. His intelligence and scholarly devotion to the subject of banking led him
to mature consideration of all the questions and interests which his long life of pub-
lic and private activity involved. It is seldom that an author is found with such
qualifications for scientific and literary writing. The work of Mr. Knox, after his
death, was left in hands quite as competent to bring it to a close. It has been re-
vided and brought up to date by Mr. Bradford Rhodes, Editor of the BANKERs’ MaG-
AZINE of New York, and assisted by Mr. Elmer H. Youngman, his associate.

The book begins with a general view of the history of banking in Europe. This
is followed with a sketch of colonial banking and bank operations under the Conti-
nental Congress. Systems both National and State are subsequently set forth in
orderly arrangement and completeness of detail. The history of the National bank-
ing system is largely drawn from the personal experience of the author, whose liter-
ary activities and public service began about the time of the introduction of the
Natlonal banking system. A special feature of this work is the space given to the
history of State banking. This part of the subject is treated first by giving a gen-
eral history of the movement and of the special features in State banking. The
author then describes the systems as they have arisen in each State separately, group-
ing the States geographically for the purpose of the discussion. Much statistical in-
formation is incorporated in the work which can not be found elsewhere in convenient
form. Attention is also given to the legislation involved in our financial develop-
ment. The work is bandsomely illustrated with engravings of leading American
bankers and financiers.

PHILADELPHIA RECORD: The conspicuous lack of a complete and trustworthy
history of the banking interest in this country will be fully met by a volume just
published by Bradford Rhodes & Co. This is A History of Banking in the United
States by the late John Jay Knox.
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A NEW SERIES ON PRACTICAL BANKING—HELPFUL HINTS DERIVED
FROM EXPERIENCE.

One thing may be noticed when examining the clearing-house sheets of
most of our cities, and that is the absence of many bank numbers. These
absent numbers formerly applied to banks which have gone out of business
for one reason or another. When a bank ceases to exist its clearing-house
number also ceases. )

In this chapter upon the clearing-house I will show for comparison the
principal forms in use in three cities of different size, Chicago, Minneapolis
and Scranton, Pa. In the first two cities a room is used especially for the
clearing-house business, but in the latter place one of the banks is designated
to act, and this selection lasts for two years.

BANKERS BANKERS BANKERS BANKERS BANKERS
NAT.OI;ANK NAT. BANK NAT. BANK NAT. BANK NAT. ll'!ANK
ON ON . ON [+)
METROPOLITAN: HIBERNIAN BANK OF UNION TRUST {CHICAGO NAT.
NAT. BANK. BKG. ASS'N MONTREAL, COMP. . BANK.
$129.62 $1.95 $28.08 .50 $20.5
7.00 1.50 70.95 ﬁ.ao 2.25
27.00 12.0 6.00 40.00 65.50
100.00 16.68 18.711 1.53 15.00
51.00 35.78 134.30 62.62 78.72
80.00 20.00 72.14 5.64 6.76
168.00 19.81 82.27 11.85 250.256
248.98 1.82 17.28 2.00 8.63
104.90 9.90 17.07 201.28 40.25
42.00 8.80 8.50 249.98 46.10
264.80 1.88 16.98 509.68 14.77
48,55 1.68 48 .24 200.00 100.00
24.55 150.60 280.50 100.00 4.10
65.36 800.00 1,108.25 41.71 63.88
23.98 118.98 47.64 285.02 100.00
65.14 85.20 175.40 12.02 6.83
10.21 11.80 509.42 147.06 400.00
46.58 468.88 14.78 24.88 275.00
12.84 2,953.45 204,57 28.58 100.00
83.18 840.00 188.87 81.88 63.27
112.01 560.00 4.00 91.00 80.61
45.94 5.88 200.00 58.62 14.11
112.08 $00.00 8.35 272.73 40.00
1,434.40 800.00 86,87 ™ 16.55
11.60 2,000.00 4.40 9.66 7.18
7.2 1.000.00 46.85 26.85 15.00
81.00 250.00 18.64 47.67 105.45
107.77 50.00 © 2,770.67 45.00 110.00
40.00 8.76 88.50 50.45 804.46
501.64 17.45 129.62 19.67 43.36
220.11 5.00 100.00 117.75 1.75
601.63 88.50 51.00 48.00 570.62
144.80 78.00 157.00 247.67 81.25
TR .% 600.00 117.75
$5,528.15 $9,142.06 $7,185.26 $8,318.81 $8,158.49
Fia. 1.

* Continued from the December number, page 914, This series of articles commenced in
the MAGAZINE for August, 1808, page 790.
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‘While in the first two cities the payments of the balances are made by
and to the clearing-house, yet in the latter city these are made between the
banks direct.

THE CHICAGO CLEARING-HOUSE.

In Chicago it is the custom to have the exchange slips made in long sheets,
9% inches wide, containing the names of six banks; the sheet being perforated
lengthwise between each bank enables them to be torn apart easily, The
object of this is the saving of time. This sheet is made just the proper width
for the arithmometer, and when used is placed in that machine in connection
with an unperforated sheet and carbon paper. By the act of filling out the
sheet with the machine an actual copy is also made at the same time on the
unperforated sheet.  This copy is retained in the bank.

. 24 CHicAGO CLEARING HOUB

ll‘l—m:‘:.':l&“‘:. - SETTLING CLERK'S STATEMENT, @// ”oo
ot | Ne BANKS Sraae ] BANKS OEBIT © BANKS CREDIT No.
244800 | 1| First Natiooal Bask, o YPST 14T /7/1‘7[7’47 1
3| Americs Natoust Bask, | 20700 Solzo 7|0 2 705&’7 7’4 2

3| Merchants’ Nutiooal Bask, | 7600 34794309 "L’Pféf 77/ 3

4| N Westerm Natiooal Busk,| 95,700 70204l 0 é /05«373 3 7 .

72400 | 8| Commercial Not. Buak, 74s28 22 ’)’H‘O/JJ 7[ s
6| Union Natooal Bank, | FI 709 s AP do sl HP J‘ad 7/1L .

7%709| 1| MerLoan w2t Trust Co, /o0 ‘f‘f L ”"/'f[’ﬂ’ra 1
F360c| §| ComEachange Nat. Bask, V4 L2 AP S /y/Z'VV .
10| Metropoliva Net. Busk, |2 0.900 7/ 2973 ?'y?’ x4 »

1| Hibersien Busking Awtn, | S700 70 ol2 0 7?73 3P| u

13| Baak of Moatreal, /4300 7.4’6 Lol #»M/)03 OhL}' u

J#400| 15| Usion TresCo. Arenr & H é?l/é -
18| Culcago Nudonal Baak, {77900 776 /26 s 4#75"73 1

19| Contnental National Bask,| S00 6703/.70 74°3<F£V »

21| Fort Dearborn Nat. Bask, | 2000 762746 ?43#‘3 Y a

/72550 | ;| NaBaskol the Repebiic 3Foszlar| %o n,LZ 77 n
34| Buakers® Natiooa! Baak, ! spHod 77 n

r6.200 | »|IN.Trust rolzsolgsf HorIv] | =
#4300 =Tl Trust % e TS R WY e
n n
g | . )
o Festiacs, ’072/ff“f?f /0361 -

— s 26loo s 2
Prost, V O 7 217 S F) 4/’

F1a. 2.
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The slips when separated at the perforations are, as elsewhere, sent to the
clearing-house with the checks. Fig. 1 shows such sheet of slips.

Fiig. 2 shows the settling clerk’s statement as used in Chicago.

Figs. 3 and 4 show the form of credit ticket and balance ticket respec-
tively. The latter being printed in red ink on yellow paper.

sank No. 1 Chicago, Gt~ 3 I8 /700

CREDIT

FIRST NATIONAL BANK; - - __2lg.&sly 232

Amount of exchangts to Clesring House this day per Massengor.

7 Tousm.

CHICAGO CLEARING HOUSE.

F16. 8.

No. ' Chicago Clearing House @At 3. y900

Amouat Recelved, $ 26 Lol 7 g6lo 6

Amount Breught, $ 2 6 £l s I 2o

Debit, |l | | | Batance Dus Cleartng House.

Balance Ticket

Credit Balance Dus FIRST NATIONAL BANK, 3 [Zs2l6 7 5], 4

F1G. 4.
Fig. b is an order on the clearing-house from a creditor bank authorizing
them to pay their messenger the amount due them in the settlement of the
day’s exchanges.

C.H. Bank No. 25 __
2, W Chicago, (23 _sgprgoo
W. D. C. STREET, Manager, o
CHICAGO CLEA@G HOUSE.

Pay.;&?[?k/ MW our authorized messenger,

y o 6 /72~
when accompanied by% sL/boof %
e tocreiclreol dislece: Tiledasect el <
oz 22" /4 5 £2: DOLLARS,
S e 2 ,

Fi1a. 5.

Fig. 6 is a form of draft or order on the clearing-house, and is used to trans-
fer funds to some other bank, similar to the transfer check used in Boston.
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Bank No._/._/’.{.__. . @ _
W. D. C. STREET, Manager. Chicago, . £ze°

CHICAGO CLEARING HOUSE,
Z@% W./KW or order’ ‘ J&OOO,—Z-;

</ f/f‘(y-.%z:odw Dollars,
and deduct from balance due us this day. M‘\
=7 .

F1G. 6.’

Figs. 7 and 8 go together. They have a perforated line between them to
permit of easy separation. They are used to pay errors in the exchanges of
large amounts, also to redeem large checks that may be returned for any
reason. Fig. 7 is printed in red ink, and is retained by the teller as a voucher,
and goes from him to the general bookkeeper. Fig. 8 is an order on the
clearing-house and is the portion given .in settlement. This is returned to
the bank the next day through the clearing-house.

norsm

Creorr Cucaming House Cuecks.

PAYABLE TO Y22

Cuecns, L,Z,Jo é;.r,. 7!...:&,

/o0
GH9P
7 & S
72
0 sz
conom, |2 € $/2% T

7r#eg

? * 022

Chuicaao, . M AR A Zoe

THE BANKERS NATIONAL BANK wiLL PAY THROUGH THE
CLEARING HOUSE, FOR THIS MEMORANDUM,

nine House Cizan.

_.WZMZ;“;Z;}@ ,4; ..................

F1G8. 7 AND 8.

Figs. 9 and 10 are the obverse and reverse of one slip. They are a state-
ment in aggregate of the out clearings, or checks going to the clearing-house,
and the in clearings, or checks received from the clearing-house respectively.
After the clearing has been completed these statements are made for the offi-
cers of the bank, for their reference. . -
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Anocther slip is used for the benefit of the officers and is shown in Fig. 11.
This is fllled up at the close of the day and shows in the aggregate the checks
that have come in during that afternnoon that will be sent to the clearing-
house the next morning. The checks that come in through the mail in the
morning are added.

One peculiarity of the Chicago method is the keeping of two books, one

THE BANKERS NATIONAL BANK, THE BANKERS NATIONAL BANK,

CHICAGO. CHICAGO.
OUT CLEARINGS. IN CLEARINGS.
-_.__QM_-3_1¥_0_0 6;// o9 1200
R A O
National - .
L 10 Z Teller - ° T /?01 7{ c“m AeL . i 7/#7//(‘5’/
TR ik vt o2l P Y1 P
TR tdle -0 *a/é[ AG - . 97&#6/*’"
M. Checks - - ff,7?z:/_§-c“ywm{ﬂ—o .. ‘3‘?37£
Demen®id Vo PF :A}';_ fé/ P2 . o3 |PbH 14
7 707%1917, -eP‘f L EL 7 [;;,l-ld’
l.‘. ’ ’ ’ /:76’ /‘r‘;ﬁ Differences Received - - . 2 %00 2
Clearings Sbeet - - L8 / £ 7;‘&/757?‘
Short or Over - - - Diffcrences Paid - - . }a ‘:_?
Cewriogs Sheat - - - | F5¢ 5:9_1_{
3
é.
a
i
&

Fia. 10.

called in clearings, and representing in aggregates the checks that have come
in from the clearing-house, after they have been distributed to the various
departments, general and individual. Fig. 10" is compiled from this state-
ment. Fig. 12 shows a page from this book.

Another book is kept called out clearings, representing the checks on other
banks going to the clearing-house, showing the checks at the close of the day
or P.M. checks, and the checks received by the bank in the following morn-
ing’s mail which are added to the clearing-house sheet.

Fig. 138 shows one of the pages of this book.

Fig. 9 is compiled from this book.

The clearing-house proof-sheet is similar to that used elsewhere. It differs
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chiefly in the addition of the two columns styled settlement. These columns
are used in which to note the debit or credit settlement made by the clearing-
house.

In Chicago the drafts or orders on the clearing-house, such as shown in
Fig. 6, are much in use, and when a settlement of a balance is made by the
clearing-house these drafts are of course considered and they are noted in
the settlement column, thus keeping a record of the character of the settlement.
Fig. 14 shows a clearing-house proof sheet in abbreviated form.

THE BANKERS NATIONAL BANK,

CHICAGO, ILL.
CLEARING HOUSE CWECKS.
Qoo
o Tt 0
ooflsmus & Ao, Priseen

Paying Teller, . . : F 22/ 7
Reolving Teller A to K, . /‘f “~ & 7.3
“ Loz, . 7 '3’71/6(’

Note Teller, . . Z?J 75./‘"70

| S 247 3|74
ronat, |

T et

Fia. 11.

THE MINNEAPOLIS CLEARING-HOUSE.

" Minneapolis being a smaller city than those before mentioned, the method
of clearing is naturally more simple. Both in Minneapolis and Chicago the
package clerk’s receipt is used, and this being identical with that used in
New York, a description of it is unnecessary.

In Fig. 15 is shown the settling clerk’s statement, which as is seen is much
simpler than any before shown.

Fig. 16 shows the credit ticket, or teller’s ticket as it is called in this city.
This is made out and signed by the teller of the bank and given to the mes-
senger, who deposits it with the Manager on entering the clearing-house.

Fig. 17 is the balance ticket used. This is similar to the same in use in
other cities, and is made up by the settling clerk after the exchanges have
been made, and is given to the Manager.

Figure 18 is the form of receipt given by the Cashier of a creditor bank to
the Manager upon receiving the funds in settlement.

Fig. 19 is the form for the receipt given by the Manager to a debtor bank
upon payment of the balance due.
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OUT CLEARINGS. 2 3

[

ENCQM BANKS — CLEARINGS —
50477 1 | First Natiosal, 893! /’#1/17./?7:5'
3 | Nat. Bask of America, / 90 vopo /lo v
3 | Merchants Nat. Bask, 3 3.!/7 733
4 | North-Western Nat. Baak 13do " /ojroso b
5 | Commercial Nat. Bask, #sp > ?4/7-4’7;/
6 | Union-Nat. Bask, 1890 ) 18kp3dlos™
172817 /]| 1]|Mer Lowa & Trest o, /¢ | /035'47”
/Iaéo 8 | Corn Exchasge Bask, 390 7{}’7;1!{
10 | Metropolitan Nat. Baak, 17173 7/3,«3?3
11 | Hibersian Baak'g Ase's. / ?/ Hrods ©
18 | Baak of Mowraal, 7B>909 4] 7‘7!4 Lo
15 | Union Trust Co. ?ql? - f/f;7f
18 | Chicago Natiousl Baak. Ips A1/ 74/'»(
19 | Coatineatal Nat. Baok, /45771'4 [703/70
31 | Ft. Deasbora Nat. Baak, /77(00 7!"7#4
28 | Nat. Baak Republic, X (W5 iiﬁfx?‘y
25 | Norther Trust Ca. W37 g1 /4’71"'
98 | Iitinois Trust & Saviags B) ¥ 1o /75’1«1»1/
n| RO Ay sl 4
|V Jithers esar {
o 3| c;wsuT SEhggrillo)] v/ se-&
Checks as pes Seratcher, | V'V /179 "ré
Total Checks per Scratches
Difference Acct.
1
Fia. 18.
CLEARING HOUSE PROOF.
Chicago. Qof~3 9w
N BANKS WLSTESRT | BANKS OR BANKS CR et (e | semenent |
o | e pcionet mumts 2érolrgdoé 76 Nec o A2 P22 2 24 Bl
3 | At rasonst B, Silps drr|  Pesrrasl P4 3
3 | ket et k. €7 e pdre v Ayadas] s d2oxéa]s
P [y rodss A€ idaad ot L 2% 1o I
3 | Commarnct tar. Busk, FYC-E P 2P 58 ke ré floex ¢ 7| s
@ | Unine tonst Dk, V762, 9 6oIrg1 7 67 .
7| mertoma TrmCe, 37433 Ar 4| 77 '] L L A ’
. 1A €S 1 AYe Hwedlod ]| raquuzlic AL G DA/ AL
,c 7 7 P rpe Aogeie v 2/ & ,//o/ 7wo7.4 7

Fi6. 4.
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Fig. 20 shows the Minneapolis clearing-house proof sheet, which in that
<ity is bound in a book instead of being a loose sheet as in the former cities.

ScRANTON, PA., CLEARING-HOUSE,

In this city, as in all the others, itemized lists of the checks are of course
made at the bank. The totals!of these are then entered upon a slip called

/O
INNEAPOLIS CLEARING HOUSE

from. Jal\'fv/‘-ﬂag //gmw&'\

Sobdling Clerk’s Stk ' W I 1900
1 | Morthwesters Mat'1 Baok, / ’”2/44 107/ Igf]
¢ | Sacarity Beak of Mias., 16£ I8 62 7794 JA
¢ | Beasepla Co. Sav. B, 10461 G PIgRrI] ¢
% | First Mationdl Bast, »
1 | dooliet Mational Bask, sy’ 39 f'/#a g/ v
1 | 2at1Baakof Commerve, T eMF?] 7%(“ "
19 | Fiowr City Mational Baak, 7‘)’/ 37 13694 Jﬂ »
2 | Swetleh Amer. Nat't Back, FPE%s & 97 S »
n

Matropolitas Baxk, 11 IAGN  Pagfsg™

Feotings, /’6]1‘/ A 7[7,774,
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NelCQ MINNEAPOLIS, \—@J\L?I/ﬁoo
Qta.dng House Association,

5
‘f.,,...,..;:;..«, S

- Fia. 18,

the exchange.list, which fllls the place of the settling clerk’s sheet used in the
large cities, and before described. The messenger takes the checks and list
to the designated bank, where the various messengers meet and make the

NolT__ Minneapolis Clearing House, C2 A~ Y zeo.
me Cloee @«,(/ $éi___.§‘
J#@WM oo DoLLARs.

hwhhhmduﬁbybwmmm
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HANAGER’S RECEIPT.

o F1G. 19.

proper exchange of ehecks. The exchange list mentioned is left at this bank,
which acts as a clearing-house (the banks having their own memorand&)
. Fig. 21'shows the exchange list mentioned.
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F1G. 20,

From these exchange lists a record is kept daily by the bank acting as
clearing-house in a book prepared for the purpose. Fig. 22 shows the form
used in this book. '

""Ro proof sheet is in use here and none is necessary, as no settlements are
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Scranton Clearing-House Association.
EXCHANGE LIST.
rm..%a(«o Pationa/ —Busk

@ort77 190, _ e

First National Benk

Scranion Savings Bank
Merchants and Mechanics Bank
Third National Benk

West Side Bank

County Sazings Bank and Trust Co.
Lack’e Trust & Safe Deposit Co.
Traders National Bank

® @ N et A e W~

Dime Daposit & Discount Bank

<

F1c. 21.

SCRANTON

F1a. 22.

made by or through the clearing-house bank. The banks settle with each
other directly, paying or receiving the balance due.

This method, as is seen, is very simple, and the forms used very few, but
it accomplishes the purpose, and for a city of this size seems all that is nec-
©eSSary. A. R. BARRETT.

(To be continued.)



BANKING LAW DEPARTMENT.

IMPORTANT LEGAL DECISIONS OF INTEREST TO BANKERS.

All the 1atest decisions affecting bankers rendered by the United States Courts and State Court
of last resort will be found in the MAGAZINE'S Law Department as early as obtainable.

Attention is also directed to the * Replies to Law and Banking Questions,’” included in this
Department.

BILL OF LADING—PAYMENT OF DRAFT—TITLE OF BANK.
Bupreme Court of Georgia, October 29, 1900.
COKER, et al. vs. FIRST NATIONAL BANK OF MEMPHIS, TENN.

The drawee of a draft, to which is attached a bill of lading, under which goods are consigned
to the order of the drawer, acquires neither the right to the possession of the bill of lad-
ing, nor title to the goods, until he pays or secures the payment of the draft according
to the custom of the trade, or the course of dealing between himself and the drawer.

‘Where a bank advanced money upon such a draft, taking as security therefor the attached
bill of lading, properly indorsed, and, after a levy upon the goods as the property of the
consignor, filled a claim thereto, its right to maintain this claim was not lost merely
because, while the claim case was pending, the drawee refused to accept the goods and
pay the draft, and in consequence the bill of lading was ‘ indorsed over’’ to the con-
signor for the sole purpose of having him dispose of the goods for the bank’s exclusive
benefit.

LuMPKIN, P. J.: An attachment in favor of W. H. Coker & Co. was
levied upon two carloads of corn, as the property of the Moulton-Davis
Company, and claimed by the First National Bank of Memphis. The prop-
. erty was found not subject, and Coker & Co. excepted to the overruling of &
motion for a new trial flled by them, the grounds of which presented the
questions discussed below.

* * * * * * * * *

In one portion of his charge the judge, in effect, instructed the jury that
delivery to the bank of bills of lading covering the shipments of corn with
drafts attached, passed title to the corn into the bank. This charge is
excepted to on the ground that mere delivery of bills of lading, unindorsed
by the consignor, cannot operate to pass title. The ecriticism on the charge
is well founded, but the error thus committed was harmless, because the
evidence showed that the bills of lading referred to were properly indorsed,
and as to this fact there was no controversy.

It appears from the record that the corn was shipped by the Moulton-
Davis Company under bills of lading issued to it, and stipulating for a delivery
of the corn to the ‘‘shipper’s order.” These bills of lading, properly indorsed,
as already stated, were delivered to the bank, and upon each was a memo-
randum giving direction to notify one Ragan, who was expected by the
Moulton-Davis Company to pay the drafts and take the corn on its arrival at
Rome—his place of business. The bank, on the faith of the security thus
afforded, advanced money to the Moulton-Davis Company. In this connec-
tion the Court charged:
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“When a bill of lading is attached to a draft drawn on a third person, it
will be treated as security for the draft, and neither title to the goods nor
right to the bill of lading will pass to the drawee until, as required therein,
he accepts, or accepts and secures, or pays, the draft, as the case may be.”

This charge was excepted to on the ground that it was not pertinent to
any issue involved in the case. We think otherwise; for surely it was proper
for the court to inform the jury, as was in effect done, that title to the corn
would remain in the bank until Ragan, the consignee, arranged with the
bank to pay the drafts, and procured from it a transfer of the bills of lading
covering the shipments of corn.

INDORSER—NOTICK TO—WHEN INSUFFICIENT.
Sdpreme Court of New York, Trial Term, October, 1900.
THE PHILIP & WILLIAM EBLING BREWING CO. vs. BENJAMIN REINHEIMER.

A notice of protest mailed to an indorser at a street address where he does not reside, or
have his place of business, though in the city of his residence, is insufficient to charge
him as indorser, where the notice is not received by him.

This was an action against the defendant as indorser of a promissory note.

McApAM, J.: Section 160 of the Negotiable Instruments Law (1897, Chap.
612) provides that ‘‘ except as herein otherwise provided, when a negotiable
instrument has been dishonored by non-acceptance or non-payment, notice
of dishonor must be given to the drawer and to each indorser, and any drawer
or indorser to whom notice is not given is discharged.” In case the notice is
mailed, Section 179 directs where notice is to be sent : ‘‘ Where a party has
added an address to his signature, notice of dishonor must be sent to that
address; but if he has not given such address, then the notice must be sent
as follows: (1) Either to the post office nearest to his place of residence or
to the post office where he is accustomed to receive his mail; or (2) if he live
in one place, and have his place of business in another, notice may be sent to
either place; or (3) if he is sojourning in another place, notice may be sent to
the place where he is sojourning.”

The indorser, Benjamin Reinheimer, did not add any address to his signa-~
ture. He resided in the Borough of Manhattan, so that under the statute a
notice of protest mailed to him at that place would have been sufficient. The
plaintiff, however, did not so mail the notice, but directed it to the indorser
at ‘‘ No. 74 East Houston street, New York city,” where the indorser did not
reside or have a place of business. As a matter of fact, the said Benjamin
Reinheimer resided at No. 255 East Seventy-first street, Borough of Manhat-
tan, New York city, for several years prior to the maturity of the note in suit,
and in that house carried on a real estate agency. The plaintiff, to sustain
the service by mail at No. 74 East Houston street, proved that the indorser
owned the house; that his sons, the makers of the note, did business there;
that the father visited the place about twice a week, and that his sons resided
with him. The father testified that he was not accustomed to receive his
mail at the sons’ place of business, and that he never received any notice of
protest of the note in suit. No attempt was made to prove that the plaintiff
had used any diligence or made any effort to ascertain the place of residence
or business of the indorser, which could have been easily discovered, and the

.
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question is whether, upon the facts stated, there has been a legal service of
the notice of protest.

The Court feels constrained to find that there has not, and as a conse-
quence the indorser is discharged from all liability apon his conditional con-
tract to pay.

By the contract of indorsement the indorser agrees to pay if the maker
does not, provided he is promptly notifled of the maker’s default, that he may
at once seek recourse from those primarily liable. This condition is a sub-
stantial and not a formal part of the contract, and the holder must show its
performance before he can recover. If the holder does not know where the
indorser lives, but can acquaint himself with the place by reasonable endeav-
ors, he must do so. (1 Pars. Notes, 490; Greenwich Bank vs. De Groot, 7
Hun [N. Y.] 210; Manchester vs. Van Brunt, 2 Misc. Rep. 228; Brewster vs.
Shrader, 26 Misc. Rep. 480; Bacon vs. Hanna, 137 N. Y. 879.)

If the notice had been mailed, addressed to the indorser at the ‘‘ Borough
of Manhattan,” or even the ‘“ City of New York,” it might have reached the
indorser through the mails in due course, but, as it was addressed to ‘‘ No. 74
East Houston street,” the Post-Office Department discharged its full duty by
" leaving it at that place. Under the circumstances the risk of the mail was
upon the holder of the note, and, as the indorser never received the notice of
protest, the court must find that no notice was served in any manner that the
law sanctions.

The question came up in Cuming vs. Roderick (28 App. Div. 253) in which
the Court, referring to a notice of protest mailed to the indorser, said:

‘‘He did have an office in Brooklyn, but it was not at the address to which
the notice was directed. If the notary had directed the notice to the indorser
at the city of Brooklyn, without limiting or specifying any particular place
in that city at which the letter was to be delivered, the notice would have
been sufficient. * * * But the notice was expressly limited; it was directed
to a particular person at a particular place, and the indication to the postal
authorities was that the individual to whom that communication was ad-
dressed was to be found at that place; hence the risk of non-delivery was
taken by the sender of the communication, and it is not to be thrown upon
the addressee of the notice.”

Applying these principles to the case at bar, it follows that there must be
judgment in favor of the defendant, Benjamin Reinheimer.

Judgment in favor of defendant, Benjamin Reinheimer.

CERTIFICATE OF DEPOSIT—LOSS OF—INDEMNITY.
United States Circuit Court of Appeals, Eighth Circuit, October 8, 1900.
FIRST NATIONAL BANK OF DENVER vs. WILDER.

Where a certificate of deposit, which is capable of megotiation to a bona fide holder, has been
lost, the bank issuing the same has the right to require of the payee a suitable indem-
nity before paying him the amount thereof.

In Error to the Circuit Court of the United States for the District of

Colorado.

Before Caldwell, Sanborn and Thayer, Circuit Judges.
THAYER, Circuit Judge: The case presented for decision is as follows:

George W. Wilder, the defendant in error, on November 19, 1898, brought an
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action against the First National Bank of Denver, the plaintiff in error, to
recover the amount due to him on two eertificates of deposit (one for $500,
and the other for 3,000) which were issued to him as payee, by the bank, on
or about December 1, 1897. Each of the certificates, by its terms, was ‘‘ pay-
able in current funds to the order of self [that is, the payee, George W.
‘Wilder] on the return of this certificate properly indorsed.” The plaintiff
alleged that he had never indorsed or transferred the certificates to any one;
that on or about March 4, 1898, he had lost them by their being taken from
his possession without his consent; that he had immediately informed the
bank of the loss, and subsequently, in S8eptember, 1898, had demanded pay-
ment of the certiflcates, which was refused. The bank admitted the issuance
of the certificates and their non-payment, giving as an excuse for its refusal to
pay them when payment was demanded that the certiflcates were not at the
time produced by the payee, that he made no tender of indemnity on the
occasion of the demand for payment or subsequently, and that it had no suffi-
cient information on which to base a belief whether the certificates were lost
or stolen, as the plaintiff alleged, or whether, if lost or stolen, they were at
the time unindorsed by the payee.

Concerning the testimony adduced at the trial, which was before a jury,
it will be sufficient for present purposes to say that the plaintiff testifled, in
substance, that on January 5, 1898, he went from Tacoma, Wash., to Skag-
way, in Alaska, landing there on January 10, 1898; that he carried the certi-
ficates in a belt which he wore about his body; that he took up his abode at
Skagway in a small hotel; that on the night of March 3, 1898, he took off his
belt, which contained the certificates, some gold, and a diamond, and laid the
same on one side of his bed, and went to sleep; that, when he dressed the
next morning, through oversight he failed to pat on his belt, and left it in
his room, where he had placed it when he retired; that he did not return to
his room until 10 o'clock P. M. of that day, and never missed his belt until
his retarn; that on his return, when he undressed for the night, he missed
it; that he searched for it, and could not find it; that he suspected his land-
lady of baving made way with or stolen it, and subsequently made efforts to
find and recover it, but that such efforts were unsuccessful. The plaintiff
below produced several other witnesses to corroborate his statements con-
cerning the loss of the certificates; but the knowledge of the loss possessed
by these witnesses was derived, as it seems, wholly from statements made by
the plaintiff, and inferences drawn from his conduct subsequent to the alleged
theft. They appear to have had no other means of knowledge. The Cashier
and the Assistant Cashier of the defendant bank testifled that in the summer

of 1898 a letter was received by the bank from the plaintiff, detailing the cir-
cumstances under which he had parted with the certificates, in which he said
that he had been forced to sign his name on the back of the same, and that,
if he had not done so, he would have been taken out and hung. They were
unable to produce the letter, because, as they said, it had been mislaid, and
could not be found after diligent search. The bank proved by another wit-
ness, resident in Denver, Colo., who appears to have been an old acquaintance
of the plaintiff, that he had also received a letter from the plaintiff in the
summer of 1898, in which he stated that he had been forced to sign or indorse
the certificates on the threat of being hung, and requesting him to make that
fact known to the defendant bank. The record contains other evidence from
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which it appears that the plaintiff was a professional gambler; that he went
to Skagway for the purpose of following that occupation; that he played for
high stakes, and sometimes lost and sometimes won; that during his residence
in Skagway he was forced on one occasion by its citizens to leave the place
on account of some transaction in which he was engaged; and that during
the summer of 1898 he was for a time confined in the jail at Skagway, Alaska.
The trial court was of opinion that if the certificates in question were lost or
stolen in the manner related by the plaintiff, and at the time of such loss or
theft were unindorsed by the payee, he might recover without tendering the
bank any indemnity against the future production of the lost instruments.
It accordingly instructed the jury to that effect, and the plaintiff below
recovered a verdict for the full amount of the certificates and interest. The
principal contention in this court is that such instruction was erroneous.

The negotiability of the certificates when they were executed and delivered
by the defendant bank is not challenged by either party, and we shall accord-
ingly assume that they were negotiable, though ‘‘ payable in current funds,”
and that they were subject to all the rules applicable to notes and bills drawn
in such form as to be negotiable by the law merchant. Neither was the
question raised in the lower court, nor argued in this court, whether the
remedy to recover the contents of a lost negotiable instrument, such as a
note, bill or bond, is exclusively in equity, or may be pursued at law. On
behalf of the bank it is conceded, apparently, that by the modern practice a
suit at law may be maintained on a lost negotiable instrument, and that
courts of law in such cases have power to require a proper indemnity against
the reappearance of the lost instrument; while on the part of the defendant
in error it is said, in effect, that courts of law may entertain such actions, and
properly require indemnity to be given in those cases where the defendant
will be exposed to a risk of loss by permitting a recovery. 1t is claimed,
however, that in the present case the defendant bank can safely pay the cer-
tiflcates, because the jury have found that they were unindorsed by the payee
when lost; that, in consequence of this finding, no one can ever acquire a
valid title to the paper; and that a recovery was properly allowed without
an indemnifying bond.

‘We are aware of no sufficient reason why a court, especially if it is one
which is vested with jurisdiction both at law and in equity, may not require
a bond of indemnity as a condition precedent to a recovery in a suit at law
brought therein upon a lost negotiable instrument. Whether such an action
be brought on the law or equity side, the court has the same opportunity to
determine accurately whether, in view of all the circumstances attending the
loss, the case is one in which the defendant would be subjected to a risk of
loss or expense if compelled to pay the lost instrument, and the same oppor-
tunity to determine the amount of indemnity, if any, which should be exacted.
In these days courts of law manifest a strong disposition to administer the
law in accordance with those principles of justice which are recognized by
courts of equity, and instances are not wanting where they have entertained
defenses and enforced obligations, without express statutory authority, which
at one time would have been entertained and enforced only by courts of
equity. No substantial objection to such action is perceived, when a court
possessed of legal and equitable powers can conveniently give effect in a legal
proceeding to a well-established equitable right without harm to either party.
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Some courts of high reputation have heretofore entertained actions at law
upon lost negotigble instruments, and have exercised the power of requiring
the plaintiff to give a bond of indemnity as a condition precedent to a recov-
ery, and some of them have maintained their right to exercise this power by
reasoning that is very persuasive. (Fales vs. Russell, 16 Pick. 315; McGreg-
ory vs. McGregory, 107 Mass. 543, 546: Bridgeford vs. Manufacturing Co.
34 Conn. 546; Fisher vs. Webb, 84 N. C. 44; Bank vs. Benedict, 18 B. Mon.
307, 311; Robinson vs. Bank, 18 Ga. 65, 110, 111.)

Conceding, then, that the practice of requiring indemnity in suits upon
lost negotiable instruments originated with courts of chancery, which were
the first to recognize a right of recovery on lost instruments, no substantial
reason can be assigned at present why a court of law should not adopt the
practice, and exact indemnity under the same circumstances where a court of
equity would exact it.

Passing to a consideration of a principal question discussed in the briefs
and at the bar, namely, whether, in view of all the facts disclosed by the
record, the case is one in which the plaintiff should have been required to
furnish indemnity, we observe in the first instance that, according to the
plaintiff’s own showing, the certificates in suit were not overdue at the time
of the alleged loss, but were capable of negotiation to a bona fide holder. In
the second place, the finding by the jury that the certiflcates were lost and
never negotiated, as well as the finding that when lost they had not been
indorsed by the payee, rest upon fallible human testimony, which might be
discredited by another jury called to determine these issues in a suit brought
by a third party against the defendant bank on the certificates. It is hardly
necessary to observe that the finding of the jury on the above issues in the
present case would not operate as an estoppel, and would not even be admis-
sible in evidence against a third party suing on the certificates, who was able
to produce them, bearing the plaintiff’s indorsement.

No prudent banker, on the facts disclosed by this record, would pay the
certificates voluntarily without proper indemnity; and what a prudent man
would not do voluntarily, surely a court should not compel the defendant
bank to do. As between the maker of commercial paper and the payee and
all subsequent holders thereof, there is an implied understanding that when
payment is demanded and- received the paper will be produced and surren-
dered as a voucher; and, although it is now well settled that this obligation
is not so imperative that the payment of commercial paper cannot be enforced
under any circumstances without its production and surrender, yet when this
cannot be done, in consequence of its loss or destruction, reasonable security
against its future appearance should be required, unless the proof that the
paper has been actually destroyed is so cogent that there is practically no risk
of its reappearance.

One who has lost a negotiable instrument, and is unable to produce it on
the day of its maturity, in accordance with the implied understanding that it
shall be produced, should not be allowed to cast the burden of his misfortune
upon the maker, but should be compelled to tender a reasonable indemnity.
(Welton vs. Adams, 4 Cal. 38, 41; Gordon vs. Manning, 44 Miss. 756, 762;
Wade vs. Banking Co. 8 Rob. 140, 142; Fales vs. Russell, 16 Pick. 315, 316;
Bullet vs. Bank, 2 Wash. C. C. 172.)

We are accordingly of opinion that the plaintiff should have been required
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to indemnify the defendant bank against all further liability on the lost cer-
tificates before a judgment was entered on the verdict of the jury. As such
action was not taken, the requisite security should be given before the judg-
ment is enforced. We might allow the judgment to stand, and direct that
execution thereon be withheld until such security is given by the plaintift;
but as the lien of such a judgment, especially if it existed for some time, might
prove a source of considerable embarrassment to the bank, we have concluded
to vacate the judgment, and allow the verdict of the jury to stand unaffected
by such action. It is accordingly ordered that the judgment of the lower
court in this case be, and the same is hereby, vacated and annulled, but that
the verdict on which the same is based be permitted to stand unaffected by
such action, and that the case be remanded to the circuit court, with direc-
tions to enter a judgment on such verdict, on the motion of any party in
interest, at any time after the right of action upon such certificates of deposit
shall have been barred by the statute of limitations of the State of Colorado
applicable thereto, provided no action shall have been brought thereon in
any court prior thereto; also, to enter a judgment on such verdict at any time
hereafter when the plaintiff, or any one in his behalf, shall have executed a
bond, with security satisfactory to the court, in the penal sum of $4,500, pay-
able to the defendant bank, and conditioned that the obligors therein, on the
payment of said judgment, will hold the defendant bank harmless of and from
all liability, claim, or demand which may thereafter be preferred by any
owner or pretended owner of said certificates, and that they will also refund
such reasonable attorney fees as may be incurred by the defendant bank in
defending any action or actions which may be brought in any court upon said
certificates.

INDORSEE OF PAST-DUE NOTE—PRESENTMENT AND NOTICE OF
DISHONOR.
New York Court of Appeals, November 27, 1800.
GERMAN-AMERICAN BANK OF ROCHESTER vs. ATWATER.

* An indorsee of a past-due note is bound to demand payment of the maker within a reason-
able time after receiving it, and, on default of payment, to notify the indorser at once.

‘What is a reasonable time within which to demand payment depends, in each case, upon its
circamstances. Where the indorser of a past-due note delivers it to a bank under an
agreement that it is not then to be drawn against, but that the surplus, if any, of the
proceeds of certain assets which it held of the maker should be applied in payment of
the note, it becomes the duty of the bank, when it ascertains that the assets are not
sufficient for that purpose, to demand payment of the maker, and, upon default, to give
immediate notice of dishonor to the indorser. Notice in such a case, served nearly two
weeks after the demand, is too late to hold the indorser.

‘When the indorser has, in the meantime, contrary to the agreement, been permitted by the
bank to draw against the note, a demand by the bank that the moneys be returned is
not equivalent to a notice of protest.

Appeal from judgment of the Appellate Division, Fourth Department,
affirming a judgment of the Special Term.

* It will be noticed that the transaction out of which this case arose took place before the
passage of the Negotiuble Instruments Law. But that statute has not changed the law. By
section 26, it is provided that ‘‘ where an instrument is issued, accepted or indorsed when
overdue, it is, as regards the person so issuing, accepting or indorsing it, payable on demand ; "
and by section 131, that ** where it i8 payable on demand, presentment must be made within a
reasonable time after its issue.”
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The action was brought to recover on certain promissory notes made by
the firm of Atwater, Armstrong & Clark to the order of the defendant, the
wife of Atwater, which notes she indorsed to the plaintiff after maturity. The
plaintiff, shortly prior to April 29, 1896, was the holder of considerable paper
that it had discounted for the beneflt of said firni, and the latter, being unable
to pay their obligations, assigned all of the assets of the partnership to the
bank as security for the partnership obligations held by it. The firm, as well
as this plaintiff and defendant, were of the opinion that the assets were likely
to prove more than sufficient to pay the bank in full, and Atwater was anx.

"ious that the balance should be applied in payment of the notes held by his
wife, upon which there was due, on April 29, $7,467. The other members of
the firm and the plaintiff were willing that she should have the beneflt of any
resulting surplus to the extent of the amount due to her, and they undertook
to make an arrangement that should accomplish that purpose. The plan

* adopted was that the defendant should indorse the notes to the bank, which
in return should give the defendant credit in an amount equal to the sum due
on the notes, the deposit to stand as security for the payment of the notes.
Four days later the defendant, through her husband, who acted for her in
these matters, asked permission to draw §1,175 of the deposit, to be used in
part payment for a property that the defendant had previously purchased,
and, upon his promise to replace the amount, he was allowed to draw it.
June 8 the defendant drew out $4,399.19, and with it she paid the bank for
property purchased from it by the Rochester Box and Lumber Company, of
which she was a member. Other sums were drawn from time to time down
to December 23 following, when there remained on deposit only the sum of
§181.18. These moneys were withdrawn without any promise to return them,
except in the first instance, but the plaintifi’s Cashier demanded their return
on several occasions, A day or two prior to March 24, 1897, the Cashier,
baving failed to secure the return of the moneys thus withdrawn, told the
defendant’s husband that she was liable as an indorser upon the notes, which
he denied, and on the 24th a formal demand in writing was made for the pay-
ment of the notes, and about two weeks later, upon April 9, 1897, notice of
protest in due form was given.

The trial resulted in a dismissal of the complaint, and the judgment entered
thereon was affirmed in the Appellate Division. Other facts, so far as mate-
rial, are stated in the opinion.

PARKER, Ch. J.: That the plaintiff had to make a demand on the makers
for payment, and give notice of dishonor to the defendant in the event of
non-payment, in order to recover of her upon the notes, is of course conceded.
The time at which demand should have been made and notice of protest given
has been the subject of sharp controversy; but we regard the law applicable
to this situation as settled by the Eisenlord case (15 Hun, 23; affirmed in this
eourt on the opinion below, 79 N. Y. 617). In that case, as in this one, the
defendant indorsed the notes after maturity, but denied liability, notwith-
standing the indorsement, because of the failure of the indorsee of the notes
to make a proper demand for payment and give notice of dishonor; and the
Court stated the law in this State to be that where a party indorses past-due
paper ‘‘the law implies a contract * * * that he will proceed with rea-
sonable diligence to demand payment and give notice if not paid. Failing in
this, the indorser is discharged.”
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The plaintiff in this case caused a notice of protest to be given to defend-
ant on April 9, 1897, nearly a year after the latter had indorsed the notes, and
we are to inquire whether the effect of that protest was to charge the indorser.

What is a reasonable time cannot always be measured by months; indeed,
an investigation of a limited number of authorities discloses that as short a
period as three months and as long a one as twenty-one months had been
held to be within a reasonable time, depending upon the special facts of each
case. The period of three months seemed at one time likely to be adopted by
the courts, because that is the period for which notes intended for discount
are usually made. But an arbitrary period of time, it was found, did not
often measure a reasonable time within the apparent understanding of the
parties, and so the rule came to be adopted that what constitutes a reason-
able time shall depend upon and be ascertained from the facts of each case.
In this case we think it not difficult to determine the time when it became
the duty of the plaintiff to make a demand and give notice to the defendant
in order to hold her liable as indorser.

It was thought desirable that the notes held by defendant should be paid
next after the obligations of the firm held by the plaintiff, and to effectuate
that result the notes were indorsed to the bank aad the amount due on them
placed to the credit of the defendant, but to stand as security for the final
payment of the notes. This arrangement indicates that it seemed probable to
both these parties that the assigned property would prove sufficient to pay all
the notes, including those indorsed to the bank by defendant; but they were
not sure of it, and hence the precaution requiring the proceeds of the notes
to stand as security until in the course of liquidation of the assets it could be
determined whether there would be realized therefrom sufficient moneys to
pay either the whole or some part of the notes indorsed by defendant. When
that fact was ascertained the defendant was entitled to have the demand
made and notice of protest given to her, for, under the arrangement of the
parties, that constituted a reasonable time within which the plaintiff should
have performed the contract implied by law upon the delivery to it of the
past-due notes indorsed by the defendant.

A day or two prior to March 24, 1897, the plaintiff’s Cashier, having pre-
viously informed defendant’s husband that the assets had not turned out as
well as had been anticipated, said to him: ¢‘‘I understand that your wife is
liable as indorser on these notes.” To which Mr. Atwater replied that he did
not so understend it. On March 24 formal demand in writing was made for
their payment, but notice of protest was not given to defendant until nearly
two weeks afterward, on April 9. It appears, therefore, that as early as
March 24 the plaintiff had ascertained that the assets were not sufficient to
pay the notes and had determined to look to the indorser, and hence within
the scope of the arrangement between the parties the time had arrived to
make demand and give immediate notice of dishonor. But instead the notice
of protest was not given until two weeks after a formal demand. The implied
contract between the parties required that the demand should be made within
a reasonable time, and that protest should follow dishonor at once, not that
demand should be made within a reasonable time, and notice of protest given
within a reasonable time afterwards.

We agree, therefore, with the courts below in holding that the delay in
giving due notice of protest operated to discharge defendant as indorser.
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The appellant further insists that oral notice of dishonor was several times
given during the summer of 1896.

Within a few days after April 29, 1896, when the defendant was given
credit for the amount due on the notes, defendant asked permission to draw
from the deposit $1,175, to be used in paying for certain property, promising
to retarn the money. Other cash was drawn from time to time, up to and
including December 23, when only $181.18 remained on deposit, but as to
such amounts there was no promise to redeposit. The plaintiff demanded
the return to the account of the moneys thus drawn out, and it is now insisted
that the demands thus made were equivalent to notice of protest. A suffi-
cient answer to this claim is that it is not pretended that such demtands were
intended to be or understood as a notice of protest. It was originally agreed
that the proceeds of the notes should remain on deposit as security for their
payment. It was doubtless thought that these moneys would not be required
to pay the notes, but the arrangement was made to assure the plaintiff against
posgible loes. Without a change in the agreement, but in spite of it, nearly
all of the moneys were withdrawn; and the request that they be returned
was in harmony with plaintiff's right to have the original contract carried
out. The demand in fact was that the situation should be restored as it was
before the defendant, without right, withdrew from the account the greater
part of the money. A demand that the defendant should live up to her
agreement by restoring the moneys improperly withdrawn was no more a
notice of dishonor of the notes than was the original agreement that the
money should remain on deposit as security for their payment.

The judgment should be afirmed, with costs.

Gray, Bartlett, Martin, Vann, Cullen and Werner; JJ., concur.

Judgment affirmed.

NEGOTIABLE PAPER—GARNISHMENT—DISCRIMINATION IN FAVOR OF
LUCAL BANKS.
Supreme Court of Vermont, February 14, 1900.
HAWLEY ve. HURD, et al.

The statute of Vermont providing that negotiable paper may be attached by trustee process
before notice of transfer, and that such paper actually transferred to a bank within the
State before due shall be exempt from such attachment, is not unconstitutional as a
discrimination against banks in other States.

MUNSON, J.: The plaintiff and the trustee are residents of this State, and
the defendant is a resident of New York. The indebtedness on account of
which the trustee was held chargeable in the court below was evidenced by
two promissory notes executed by the trustee in this State, made payable to
the defendant’s order at the First National Bank of Hoosic Falls, N. Y., and
discounted by that bank in the regular course of business before notice of
the service of the trustee process was received.

It is not necessary to consider the conflicting decisions concerning the loca-
tion of a debt for purposes of attachment. It is held in this State that a
resident trustee is chargeable upon a debt payable to a non-resident in the
State of his domicile. (Nichols vs. Hooper, 61 Vt. 295.) In this case the
court expressly refused to be governed by Towle vs. Wilder (57 Vt. 622), say-
ing there was nothing to show upon what poiut that case turned. In saying,
as the court did in Craig vs. Gunn (67 Vt. 92), that it found no occasion to
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depart from the decision in Towle vs. Wilder, it evidently assumed that the
case was disposed of upon the question of jurisdiction over the trustee; for
Nichols vs. Hooper was cited as determinative of the other points involved.
V. 8., § 1306, first provides generally that negotiable paper may be attached
by trustee process before notice of transfer. It provides further, however,
that negotiable paper actually transferred to a bank in this State before due
shall be exempt from such attachmment. This leaves paper transferred to a
bank without the State to be governed by the general provision, and the
trustee contends that this restricted exemption works a diserimination against
National banks without the State, from which they are protected by Article
4, §2, of the Federal Constitution, and Article 14, §1, of the amendments
thereto.

Although this question is raised by the trustee, and without the bank
being made a party, it is to. be considered and determined as if presented by
the bank as claimant of the fund. A trustee can defend upon the ground of
rights acquired by an assignee who does not appear. (S8ee Holmes vs. Clark,
46 Vt. 22.)

If these notes have become payable to the bank by virtue of a transfer
which the Federal Constitution requires us to recognize, the trustee can not
be held. Article 4, § 2, provides that the citizens of each State shall be en-
titled to all the privileges and immunities of citizens in the several States. Cor-
porations are not citizens within the meaning of the term as here used.
(Pawl vs. Virginia, 8 Wall. 168; Pembina Consol. Silver Min. & Mill. Co. vs.
Pennsylvania, 125 U. 8. 181.)

It is true that many of the reasons given for this holding are inapplicable
to corporations created by act of Congress, and that the rights of National
banks were not involved in any case which asserts the rule. But the dis-
tinction suggested can not be made without ignoring the positive statement
of the cases cited that the term applies only to natural persons. Article 14,
§ 1, of the amendments provides that no State shall make or enforce any law
which shall abridge the privileges or immunities of citizens of the United
States.

It is held in Insurance Co. vs. Daggs (172 U. 8. 557), that a corporation is
not a citizen within the meaning of this provision; and the extended discus-
sion in earlier cases as to what privileges and immunities were intended seems
to exclude the possibility of an exception in favor of National banks. (See
Slaughter-House Cases, 16 Wall. 36.)

The section last cited also declares that no State shall deny to any person
within its jurisdiction the equal protection of the laws. The term ‘‘ person,”
as here used, is held to include corporations. (Railway Co. vs. Beckwith, 129
U. 8. 28.)

But this check upon the State relates only to persons ‘‘ within its juris-
diction.” A corporation not created by this State, nor doing business here
under conditions that subject it to process issuing from the courts of this
~ Btate, is not within its jurisdiction. (Blake vs. McClung, 172 U. 8. 239.) It

must be remembered, however, that the right of a National bank to protec-
tion from State interference does not depend upon its being brought within
any of these provisions. As an instrumentality of the Federal Government,
it is protected from hostile legislation by the supremacy of the Federal Con-
stitution. Independently of specific prohibitions the State has no power, by
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taxation or otherwise, to retard, impede, burden, or in any manner control
the operation of constitutional laws enacted to carry into execution the powers
vested in the general Government. (McCulloch vs. Maryland, 4 Wheat. 316.)

The State can exercise no control over a National bank, nor in any wise
affect its operation, except as Congress may permit. (Bank vs. Dearing, 91
U. 8. 29.) But there is a well-recognized limitation to the protection which
this Federal supremacy secures to a National bank. It protects the bank
only from such legislation as tends to impair its utility as an instrumentality
of the Federal Government. (Waite vs. Dowley, 94 U. 8. 527.)

As regards the construction of contracts, the acquisition and transfer of
property, the collection of debts and the liability to suit, the bank rewmains
under the control of tho State. (First Nat. Bank of Louisville vs. Kentucky,
9 Wall, 353.)

The most that can be said of the discrimination complained of is that it
enables a bank within the State to discount with safety paper which a bank
without the State could not discount without risk, and that to this extent it
operates as an incidental restriction upon the business of the latter bank. It
is clear that this touches only the general business relations of the bank and
can have no appreciable effect upon its continuance and utility as an agent
of the Federal Government. It is not claimed that our statute is in conflict
with any act of Congress.

Judgment affirmed.

OCCUPATION TAX—EXEMPTION OF NATIONAL BANKS—EFFECT OF.
Court of Civil Appeals of Texas, June 2, 1900.
BROOKS vs. STATE.
‘The statate of Texas providing for the levy of an occupation tax on every person, firm or
association engaged in banking is not void, under the provision of the State constitution

requiring all occupation taxes to be equal and uniform on the same class of subjects, by
renson of the fact that it cannot be enforced against National banks in the State.

This action was instituted in the county court of Grayson county by the
county attorney in the name of the State of Texas, to recover of Brooks, Bass
& Johnson certain occupation taxes alleged to be due by them to said county
and State and accruing since September 2, 1896. 1t was alleged that they
had, since said date, been engaged in the business and occupation of bankers,
discounting and shaving paper, in the city of Denison, where there were 15,000
inhabitants. The defendants answered by demurrers and pleas, claiming,
among other things, that the statute imposing the tax sued for, as applied to
them, was unconstitutional and void. A trial resulted in a judgment for the
taxes claimed for the several years, with interest, amounting to $776.75, and
from that judgment the defendants prosecuted this appeal.

It was assigned for error that the statute of Texas imposing the occupation
tax sued for is unconstitutional for the reason, among others, that it does not
and can not apply to National banks engaged in the same business and
occupation as the defendants.

BooKHOUT, J. (omitting part of the opinion): By the terms of article 8
§ 2 of the constitution of Texas, it is provided *‘that all occupation taxes shall
be equal and uniform upon the same class of subjects within the limits of the
authority levying the tax.” This State, by statute, has levied an occupation

5
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tax upon ‘‘every person, firm, or association engaged in discounting or shav-
ing paper, or engaged in busines as money brokers or bankers,” ete. (2 Sayles’
Civ. 8t. art. 5049, subd. 5.) The appellants are a banking firm engaged in
the occupation of banking in the city of Denison, Tex. In the city of Denison
there are two National banks. National banks are created by virtue of the
banking laws of the United States, and are held to be instruments designed
to be used to aid the United States Government in the administration of an
important branch of the public service, and not liable for an occupation tax
levied by a State or county. (McCulloch vs. State, 4 Wheat. 316; Bank vs.
Dearing, 91 U. 8. 29; Osborn vs. Bank, 9 Wheat. 738; Express Co. vs. Serbert,
142 U. 8. 389.)

Does the above statute violate the State constitution by reason of its not
being enforceable against the occupation of banking when pursued by National
banks? Our supreme court held a statute which levied an occupation tax
upon ‘‘ every person, firm or association of persons, owning or running any
palace, sleeping or dining-room cars, not owned by the railway company, on
any railroad in this State,” void, under a clause of the constitution similar to
the above, because the law exempted the railroad from the tax when such
railroad own the cars, and pursued the business or occupation of running
such cars upon its own road. (Pullman Palace-Car Co. vs. State, 64 Tex. 274.)

In that case the law expressly limited its application to the occupation
when pursued by persons not owning the cars. The business, when pursued
by a railroad company owning the cars, was held as much a business or occu-
pation as when pursued by one not owning the cars, and, as the law exempted
a railroad company that owned such cars from the tax, it was held that the
law was not equal and uniform. There i# nosuch exemption in the law under
discussion. It applies to every person, firm or association of persons engaged
in banking. It is gepneral in its terms, and broad enough to include National
banks. ’

It is clear that the law upon its face is not subject to the objection that it
is not equal and uniform. But it is contended that because the law cannot
be enforced against National banks it is not equal and uniform in its results.
The constitution provides that the tax shall be equal and uniform upon the
same class of subjects within the limits of the authority levying the tax. It
is not within the limits of the authority of the State to levy an occupation tax
upon National banks. The fact that the State has no authority to enforce
the law against National banks does not make it void for the want of uniform-
ity. It is equal and uniform on the same class of subjects within the limits of
the authority of the State to tax. (Railway Co. vs. Wright [(Ga.] 13 8. E. 578;
Lionberger vs. Rouse, 9 Wall. 468; McHenry vs. Alford, 168 U. 8. 651.)

NATIONAL BANKS—AGENT OF STOCKHOLDERS—JURISDICTION OF
FEDERAL COURTS.

United States Circuit Court of Appeals, Eighth Circuit, October 9, 1800.
GUARANTEE COMPANY OF NORTH DAKOTA vs. HANWAY.

The Federal courts have jurisdiction of an action by or against the agent of the share-
holders of a National bank chosen under the act of June 30, 1876, and the amendments
thereto, regardless of the question of citizenship ; and such a suit may be removed from
a State to a Federal court.

o



BANKING LAW. 87

Before Caldwell, Sanborn, and Thayer, District Judges.

SANBORN, Circuit Judge (omitting part of the opinion): The first objec-
tion to the judgment here is that this case was not removable to the Federal
court, and that the United States Circuit Court had no jurisdiction to hear or
decide it. But the United States Circuit Courts have jurisdiction ¢ of all
suits of a civil nature, at common law or in equity, where the matter in dis-
pute exceeds, exclusive of interest and costs, the sum or value of two thousand
dollars, and arising under the constitution or laws of the United States,” and
every suit of that character may be removed from a State to a Federal court.
(Acts of March 3, 1887, and August 13, 1888, 25 Stat. 434, c. 433, §§ 1, 2.)

This is a suit arising under the laws of the United States. It isa suit against
a shareholders’ agent, chosen by the stockholders of a National bank in pur-
sunance of ‘‘An act authorizing the appointment of Receivers of National
banks and for other purposes,” approved June 30, 1876, and its amendments,
to obtain a share of the trust funds he is administering. (19 Stat. 63, c. 156;
27 Stat. 345, c. 360; 29 Stat. 600, c. 354.) '

An action by or against a Receiver of a National bank, appointed under
this act, is an action arising under the laws of the United States, because the
act of Congress creates his office, grants his rights and powers, and imposes
his duties. In the absence of this act there would be no such Receiver, and
no suits against him could arise. Every action by or against him necessarily
involves the exercise of some of his rights, or the proper discharge of some of
his duties and invokes a consideration of the proper construction and effect
of the laws of the United States from which he derives them. For these
reasons, in contemplation of law every action by or against him arises under
the laws of the United States. (McDonald vs. Nebraska [C. C. A.] 101 Fed.
171, 172; Auten vs. Bank, 174 U. 8. 125; In re Chetwood, 165 U. 8. 443, 458,
459 ; Armstrong vs. Trautman [C. C.] 36 Fed. 275; Grant vs. Bank [C. C.] 47
Fed. 673.)

The same reasons bring actions by or against a shareholders’ agent under
the same rule. He is chosen under the same act of Congress. He is selected
for the same purpose. At a certain point in the administration of the trust
the act of Congress empowers the shareholders of a National bank to deter-
mine by ballot ‘‘ whether the Receiver shall be continued and shall wind up
the affairs of the association, or whether an agent shall be elected for that
purpose.” If they vote to continue the Receiver, subsequent actions by or
against him arise under the laws of the United States. If they vote to choose
an agent for the same purpose under the same laws, it is difficult to perceive
why actions by or against him do not also arise under the laws of the United
States. Those laws empower the agent, when chosen, to hold, control, and
dispose of the property of the banking association which he receives for the
benefit of the shareholders, to sue and to be sued, and to do all lawful acts
necessary to finally settle and distribute the assets in his hands. Theyauthor-
ize him, with the consent and approval of the circuit or district court of the
United States for the proper district, to sell, compromise, or compound the
debts due to the association, and require him to report to, and obtain a final
settlement of his accounts in, one of thcse courts. They specifically prescribe
the purposes to which the proceeds of all the property which comes to his
hands as the agent of the shareholders shall be devoted, and the order in
which they shall be applied to those purposes. As Mr. Chief Justice Fuller
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aptly said in delivering the opinion of the S8upreme Court ¢n 7e Chetwood,
(165 U. S. 459):

‘“The agent proceeds in the settlement with like authority to that con-
ferred upon the Receiver, although at the conclusion of his duty he is required
to render to the circuit or district court of the United States for the district
where the business of the bank is carried on ‘a full account of all his proceed-
ings, receipts and expenditures as such agent, which court shall, upon due
notice, settle and adjust such accounts and discharge said agent and the
sureties upon his bond.’ ”

The purpose of this suit was to control the official conduct of this share-
holders’ agent, and to compel him to pay to the plaintiff out of the trust fund
in his hands £4,000, which the agent claimed he was required under the laws
of the United States, from which he derived his appointment, to distribute to
the shareholders. Since his conduct as agent must be regulated and tried by
these laws, this action and every action by or against a shareholders’ agent
chosen under this act of Congress invoke the consideration of, and arise under,
the laws of the United States.

Again, by section 4 of the acts of 1887-88 (25 Stat. 436) it is provided that
National banks shall be deemed citizens of the States in which they are
located, and that the Federal courts shall not derive jurisdiction of suits by
-or against them from the mere fact that they are organized under the laws of
the United States. But this provision is followed by an exception in these
‘words:

‘“The provisions of this section shall not be held to affect the jurisdiction
«of the courts of the United States in cases commenced by the United States
or by direction of an officer thereof, or cases for winding up the affairs of any
such bank.”

This is clearly a case for winding up the affairs of such a bank. Itisa
suit to take $4,000 from the fund realized from the collection and sale of the
assets of the National Bank of North Dakota in the process of winding up its
affairs under the act of Congress, and to pay it to the plaintiff, instead of
permitting it to be distributed to the shareholders.

Moreover, it is now well settled that a Receiver of a National bank is ‘‘ the
agent and officer of the United States,” and that the Federal courts have
jurisdiction of actions by and against him as such an officer, under the pro-
visions contained in section 4 of the Acts of 1887-88, which we have just
quoted. (In re Chetwood, 165 U. 8. 443, 458; Frelinghuysen vs. Baldwin [D.
C.]112 Fed. 895; Price vs. Abbott [C. C.] 17 Fed. 506 ; Armstrong vs. Ettlesohn
[C. C.] 36 Fed. 209; Armstrong vs. Trautman [C. C.] 36 Fed. 275.)

Now, a Receiver is not an officer of the United States because the nation
has any pecuniary or other interest in his acts or omissions, but simply
because an act of Congress authorizes his appointment, prescribes his duties,
and designates the appointing power. By the same mark, a shareholders’
agent is an agent and officer of the United States. The same act creates his
office, authorizes his appointment, designates the appointing power, and
imposes upon him the same duties. While at a certain stage in the proceed-
ings for winding up the affairs of a National bank the power designated to
appoint the agent may exercise its option to continue the Receiver or to choose
the agent, when that option has been exercised, and the agent has been
appointed, he discharges the same duties as the Receiver, and becomes the
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‘“agent and officer of the United States,” in every sense in which the Receiver
issuch an agent aAnd officer. (McConville vs. Gilmour [C. C.] 36 Fed. 277, 498;
8nohomish Co. vs. Puget Sound Nat. Bank [C. C.] 81 Fed. 518, 519; Speckart
vs. Bank [C. C.] 85 Fed. 12, 19; Brown vs. Smith [C. C.] 88 Fed. 565, 566.)

The result is that the Federal courts have jurisdiction of an action by or
against the agent of the shareholders of a National bank chosen under ‘‘ An
act authorizing the appointment of Receivers of National banks and for other
purposes,” and its amendments (19 Stat. 63, c. 156; 27 Stat. 345, c. 360; 29
Stat. 600, c. 354), in the absence of diversity of citizenship, and such a suit
may be removed from a State to a Federal court.

REPLIES TO LAW AND BANKING QUESTIONS.

Questions in Banking Law—submitted by subscribers—which may be of sufficient general inter-
est to warrant publication will be answered in this department.

A reasonable charge is made for Special Replies asked for by correspondents—to be sent promptly
by mail. See advertisement in back part of this number.

Editor Bankers’ Magazine : AvToN, Il. Deo. 26, 1900.
S1R: On December 23,1896, we issued a certificate of deposit of which the following, for
all purposes, is & copy :

EIGHTH NATIONAL BANK, ALTON, ILL.,
Certificate for §........ No....... December 23, 1808.
This certifies that John Doe has deposited in this bank Five Hundred Dollars, which is
payable on return of this certificate properly endorsed, six months after date with interest
at six per cent. per annum.
Countersigned

The owner of this certificate forgot all about the deposit and only recently made demand
for the same. He contends that he should be entitled to interest to date of payment, while
we of course contend that the certificate is only entitled to interest for six months.

‘We reduced our rate of interest quite a number of years ago and do not pay interest on
demand certificates. CABHIBR.

Answer.—The rule is that where an instrument is by its terms payable at
a special place, and the maker is able and willing to pay it there at maturity,
such ability and willingness are equivalent to a tender of payment on his part,
and may be pleaded in bar of interest subsequent to maturity. (Cox vs.
National Bank, 100 U. 8. 713; Wallace vs. McConnell, 13 Peters, 136 ;
Parker vs. Stroud, 98 N. Y. 379, 384.) While the certificate of deposit men-
tioned is not expressly made payable at the Eighth National Bank, yet this is
plainly to be implied from the words ‘‘has deposited in this bank,” and
‘‘payable on the return of this certificate.” The instrument being by its
terms payable ‘‘ six months after date,” it matured June 23, 1896, and the
bank being in a position to plead that it was able and willing to pay the same
then at the place where it was payable, the holder can not recover interest
for any period subsequent to that date.

Editor Bankers' Magazine : W ESTMINISTER, Md., December 15, 1900.
81R: A check is sent for collection with the words ** no protest ™ attached to it. The let-
ter conveying the item says nothing about the protest. Isor is not the bank of payment

authorized to protest the check if there are no funds to meet it ?
J. W. HERING, Cashier.

Answer.—The use of the ‘‘no protest” slip is very common among bank-
ers, and by general custom it is understood to mean that the paper to which
it is attached is not to be protested if dishonored. It is, by general usage, an
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explicit direction to that effect ; and in the absence of a contrary instruction
in the letter of advice, the bank receiving a check with such a slip attached
should not protest the same.

Editor Bankers' Magazine: GREBENVILLE, Ala., December 17, 1800,

SIR: Please give us your opinion through the columns of your valued journal, on the
term * with exchange,” when appearing as follows: ¥ s

*$1,086.75 GREENVILLE, Ala., September §, 1900.

November 15, atter date, we promise to ?a totheorderof........cccocvveescnnronecensaones
one thousand eighty-six and ¢ dollars, with exchange, value received, at Bank of Green-
ville, Ala. Signed............ terheere teesieeeees »

‘We received the above note from a distant correspondent for collection and returns in
New York exchange. The maker, at maturity, tendered us a check on a local hank here for
the $1,088,75. When we asked for exch he stated that the check was exchange within the
meaning of the term, inasmuch as the note was payable here, but that he would give us
Montgomery exchange if we preferred it, and that we had no right to demand the price of
New York exchange, inasmuch as there was no stipulation as to the character of the ex-
change. He therefore declined to pay exchange, and we charged our correspondent for mak-
ing returns in New York exchange. Our correspondent from whom we received the note in-
sists that the maker should have paid for New York exchange. We are inclined to think that
the maker had the option of paying cash or tendering exchange upon any point, and we took
this Bosition with our correspondent. He, however, can not agree with us, and we shall very
much appreciate your opinion on the point. J. F. JOHNSON, President.

Answer.—The terms ¢‘ with excbange ” as they appear on the face of the
instrument, are ambiguous. Had the note been dated in New York, instead
of at Greenville, then the proper construction would seem to be that it was
exchange on New York that was intended. But as the instrument is dated
at the place where it is payable the meaning cannot be ascertained from the
paper itself ; but the words (if not wholly void from uncertainty) must be in-
terpreted in the light of the circumstances surrounding the parties at the time
the instrument was executed and delivered. This would be the rule applied
in an action between the holder and the maker, where the court or jury, as
the case might be, could be apprised of all these facts. But a collecting bank
would have no way of thus ascertaining what the parties intended, and, in
the absence of instructions, would discharge its full duty by accepting pay-
ment without exchange.

Editor Bankers’ Magazine: MAQUOKETA, Iowa, December 19, 1900.

" 8IR: I should like to havtidvour opinion upon a case just decided in the courts here in
which a jury brought in a verdict for the plaintiff. The ;lylalntlﬂ'. a woman, instructs her
attorney to receive a sum of money ($669.84) and deposit it in the bank for her. After the
payment had been made this attorney has the money pinned in his inside vest pocket and
started for the bank. Upon hisarrival there the money i8 passed into the Cashier who counts
it and finds .84 ; the Cashier makes out a certificate of deposit for that amount and it is
accepted and taken away. Now, after ten days the depositor returns and claims that the
certificate of deposit is $100 less than the amount he handed in, and threatens to bring suit if
that amount is not given him. When the case came to trial there were but three witnesses—
the Cashier of the bank, the deqositor and his ofice boy. The latter testified that on theda.
of the deposit he heard his em ogfr call by telephone for the bank and say.that he would be
down there right away with 3&9 : this the depositor also swears he did, but this is contra-
dicted by the Cashier. The bank then produ its books in court to show that the entries
were properly made of that, or any amount over. The jury remained out five hours.

JoHN L. SLOANE, Cashier.

Answer.—This is a question of fact, which it was exclusively the province
of the jury to determine. But it is very questionable whether it was proper
to admit the testimony of the office boy as to the statement made over the
telephone by his employer that he would be down to the bank with $669.84.
This was nothing more than a man’s declaration of what he intended to do,
and is not competent evidence of what he did do. Unless this testimony was
rendered admissible by other evidence brought out by the bank, we think it
was legal error to admit it, and unless this error was cured in some way, the
bank, if it interposed a proper objection and exceptions, is, we think, entitled
to a new trial.



BANKING AND FINANCIAL NOTES.
REVIEW OF THE WORLD'S MONETARY PROGRESS.

BANKING INSTITUTIONS OF SALVADOR.

The “‘ Diario del S8alvador” of recent date contains an interesting article
entitled ‘‘ The Banks of Salvador.”

From this article it appears that the banks of that Republic are in a pros-
perous condition, the volume of their business having increased considerably
during the past year. The profits realized during this period were also satis-
factory, and never before have the financial institutions of the nation enjoyed
the confidence of the people to a greater extent or attained more real pros-
perity. Take, for example, the transactions of the four principal banks of
the country for the first half of 1900. The SBalvadorian Bank was established
in 1885 with $6,000,000 authorized capital, of which §4,200,000 was subscribed
and $2,520,000 paid in. The financial statement of this institution, embrac-
ing the period covering the six months ending June 30, 1900, shows that it has
a reserve fund of $887,346.40, and bank notes in circulation amounting to
$526,990. The net profits for the half-year mentioned were $44,346.44, or a
dividend of $10 a share.

The Occidental Bank, founded in 1890 with an authorized capital of
$2,000,000, of which amount one-half has been paid in, has a reserve fund of
$151,000. This institution has bank notes in circulation to the amount of
$359,833, and its net profits during the first half of 1900 were $21,103.

The Agricultural Commercial Bank was founded in 1895, with an author-
ized capital of $5,000,000. Two million and fifty thousand dollars of this
amount was subscribed, of which $922,500 has been paid in. The reserve
fund of this bank is $26,000, and its notes in circulation amount to $120,000.
The net dividend for the first half of 1900 was $20,500.

The branch of the London Bank, according to its balance sheet of Sep-
tember 13, has a capital of $500,000, a reserve fund of $339,586, and bank
notes in circulation to the amount of $385,570. At that time it had on hand
in coin and notes of other banks $567,110, its real estate was valued at $167,-
966, and its other securities amounted to $42,744.

LIQUIDATION OF THE CHEQUE BANK.

After a somewhat precarious existence, the Cheque Bank, of London, has
decided to go into liquidation. Its principal business wasintended to be the is-
sue ofchecks or drafts against deposits to circulate much the same as money.
The directors say that the competition of other banks and the post office, and
numerous forgeries, have made a continuance of profitable business impossi-
ble. Some objection was made to the business of the bank on the ground
that it practically issued notes, though not permitted to do so legally.

CoST OF THE WAR IN SOUTH AFRICA.

The supplementary war expenditure for £16,500,000 recently authorized
by Parliament, raises the total direct cost of the South African war to £86,-
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423,000 ($427,115,000), and the permission given to the Chancellor of the
Exchequer to raise new loans for £11,000,000 means that the war will be paid
for as to £66,140,000 by loans, as to £14,551,000 by revenue. and as to £4,640,-
000 by the suspension of the sinking fund. It is expected that the subjugated
provinces will be inade to pay a large part of the military expense, but reve-
nues from this source can hardly be made available for some time.

NEwW AMERICAN BANK IN HOLLAND.

An American bank was recently organized at Rotterdam, with a capital of
20,000,000 florins (about §8,000,000), of which 6,000,000 florins are paid up.
The institution has for its aim the advancement of American trade, and will
be called the Deposit en Administratie Bank.

Such banking enterprises as are established by American initiative in for-
eign countries must be launched without authority from the Federal Govern-
ment, as the National Banking Act does not permit branch banks at home or
abroad, and so far Congress has refused to charter an international banking
institution, though a bill with that object in view has been up for considera-
tion several times in recent years.

FINANCIAL DISTURBANCES AT BERLIN.

Regarding the recent difficulties of some of the German land mortgage
banks, the London ‘‘ Statist ’ of December 15 says that these banks have
been established on the same principle as the French Crédit Foncier. Their
business is to lend on houses and lands, and properly speaking, they ought
not themselves to deal in real property. They do not directly advance the
money required, but they give their own bonds to the borrowers, who dispose
of them as best they can upon the Stock Exchange, the profit to the mortgage
banks being the difference between the interest they pay on their own bonds
8o advanced and the interest they receive from the owners of houses and lands
mortgaged to them. But two in particular—the Preussische Hypotheken
Actien Bank and the Deutsche Grundschuld Bank—are alleged to have formed
other companies for the purpose of speculating in landed property. It is
further asserted that some of the directors were personally interested in these
operations. When the official investigation into the affairs of the two banks
above mentioned was ordered, the holders of their bonds naturally became
alarmed, and they rushed to sell as quickly as they could. The holders of
bonds of other banks were infected with the fear, and the selling of the bonds
of mortgage banks, which are believed to have been excellently managed,
and to be perfectly sound, has been going on on a large scale. The banksare
in the habit of buying up their bonds when offered, and it is said that one
single institution has since the panic began redeemed £800,000 worth of its
bonds. Some of the banks, however, have found it impossible to go on buy-
ing at the rate at which the bonds are being offered, and this has increased
the general apprehension. That, of course, brought into danger institutions
which are in good credit. For if blind fear were to spread, it would be im-
possible for even the strongest banks unaided to buy up their own bonds as
fast as they were offered. In consequence, the leading banks in Berlin have
combined to stop the alarm by providing funds to pay the January coupons
on the bonds.

Little doubt is entertained amongst the best informed in Berlin that the
combination of bankers will be able to stop the panic and to prevent heavy



BANKING AND FINANCIAL NOTES. 78

loeses occurring outside the two or three banks which notoriously have en-
gaged in unsound business. Fortunately the Imperial Bank is much stronger
than it was at this time last year. It holds some $17,500,000 more cash, and
has only $500,000 more notes in circulation. Hence the excess note circula-
tion on December 7 was only $555,000, as against §17,550,000 last year.

GOLD PRODUCTION AND BANKING IN AUSTRALIA.

On January 1, 1901, ‘‘ The Commonwealth of Australia’ took its place
among the nations of the world. For although nominally a dependency of
Great Britain, the Australian colonies are practically sovereign. The new
federation comprises New South Wales, Victoria, South Australia, Queens-
land, Tasmania and Western Australia, and has an area of 2,972,906 square
miles and a population of over 3,000,000.

One of the problems to engage the early attention of the legislative body
will be the creation of a Federal banking system, and already the matter is
being discussed by the financial publications of the country, opinion seeming
to favor the erection of a strong central bank as the nucleus of the banking
and note system. A gold production of 3,111,989 ounces is reported for the
first nine months of 1900, which is a slight decrease eompared with the same
period in 1899. ¢‘‘The Review,” published at Melbourne, estimates the
probable output for 1900 at $62,500,000.

INCREASE OF BANKING DEPOSITS AND COMMERCE IN JAPAN.
Deposits in the associated banks of Tokyo, Osaka, Kyoto, Magoya, Yoko-
hama and Kobe, Japan, rose from $81,300,000 in January, 1899, to §121,450,-
000 in May, 1900. Not only has there been a marked gain in bank deposits,
baut in nearly all other lines of business, as may be seen from a review of an
article by Mr. Sakatani, of the Finance Department, published in a recent
number of the ‘‘ Japan-American Journal: "

1898. 1899,
Tons. Tons.
Freight traffic over State raflways...........c.coveveuunnee 4,000,000 11,000,000
Mercantile marine 200,000 700,000
Telegraph 18,000,000 guolazub&
messages 000,
Letters ?aarrled DY POBL. .. cvieiiineeeieeneernceanenncanns 610,000,000
Yen,
Foreign trade..............ccoeeuue. ,000,
Advances by the Bank of Japan... *150,000,000
Bills cleared in Tokio............... 1,700,000,000
Shares of capital companies................cceeevenennnnns 000,

* Maximum amount at one time for the respective years. ’
PRECIOUS METALS IN THE UNITED STATES IN 1900.

George E. Roberts, the Director of the Mint, recently made public his pre-
liminary estimate of the production of gold and silver in the United States
during the calendar year 1900. The aggregate of gold is given as 3,837,213
fine ounces, valued at $79,322,281, and of silver 59,610,543 fine ounces, which,
at the approximate average price of sixty-one cents for the year, makes the
value $36,362,431. During the calendar year 1899 the gold production was
$71,053,400 and the silver production 54,764,500 fine ounces.

The Nome gold and silver production for 1900 is given as $5,100,000, and
that of the Klondike, which includes both the American and Canadian fields,
$22,287,566.

Colorado leads all other States, both in gold and silver, the value of the
former being $28,500,000 and the latter $20,292,000.



THE REAL NAPOLEON AND A NAPOLEON OF
FINANCE.

During the French Revolution the National Assembly was responsible for some
radical changes in the public debt and financial methods of the Government. The
confiscation of an immense amount of landed property belonging to the church sug-
gested the idea of making it the basis for the issue of paper money. The assignats,
80 often used as an awful example by the defenders of honest money, were the con-
sequence. As the Revolution progressed and involved France in wars with her
neighbors, the difficulty of supplying means to support armies increased, until when
Napoleon became First Consul it was difficult to ind money enough in the Treasury
to equip a courier, and credit was utterly extinct. The Government had also regu-
lated the public debt by compelling the holders to surrender all their titles and
evidences under penalty of repudiation. In return for this surrender the amount
and ownership of the claim were inscribed in what was called the great book of the
French debt. The right to receive the principal of the debt was forever abrogated.
The interest was fixed at a uniform rate of five per cent. This interest had for many
yeara been paid in assignats and mandats, but the value of this paper sinking to
nothing, at the beginning of Napoleon’s reign they were paid in certificates of arrear-
age, which received their value from the fact that they could be used to pay taxes
and other public dues. Civil servants and soldiers went without pay. The armies
were provisioned by taking supplies wherever found, for which receipts were given,
having also a certain value for making payments. The contractors who supplied
other material to the armies received orders on the Treasury, which entitled them
to the first money received, and consequently they were generally able to get their
hands on such actual cash as did happen to stray into the Treasury. In addition
there were orders issued on the public lands, which could be used in purchase of
portions of these domains. 'The possessors of real money, not knowing whom to trust,
had concealed it, so that such exchange as there was was carried on either with
the certificates of indebtednpess of various kinds issued by the Treasury or with land
warrants. It is evident that in the dearth of specie those who controlled the supply
had a great advantage in dealing in these various Government certificates. They
could buy them at very low rates from the distressed and necessitous people who
took them of the Government, and employed them at par in meeting the taxes and
requisitions of the Government. Speculation in these various forms of indebtedness
became very wild, and when a more regular order of things was established by the
Consulate, the rise in price of these securities was the foundation of many fortunes.

The financiers of the United States have never been called upon to meet so
frightful a state of monetary and economic affairs as existed in France, when Napo-
leon became First Consul. The funding of the Revolutionary debt by Hamilton has
been regarded as a great feat, but the conditions were not unfavorable, the Colonies
had been recuperating for nearly ten years from the ravages of the war, their strength
had been increased a thousand fold by the union of 1789, taxation was light, and
there was no disproportion between the strength of the country and the expenditure
of the Government. Moreover, there was no scarcity of specie, and there were sev-
eral banks whose notes were good as specie. The finances of the United States were
no doubt in very bad condition during the War of 1812. The State banks had sus-
pended specie payment, their bills were at a discount, so were the exchequer or
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Treasury notes issued by the Government. The loans of the Government could only
be placed below par. But there was still money to be had, specie was above ground,
and could be obtained. Taxation did not press heavily in a new country. In fact,
as the monetary situation of that period is examined in retrospect, the material diffi-
culties then existing seem to be much less than the difficulties which arose from the
lack of knowledge and courage to guide things aright. Ignorance of finance on the
part of the people of the United States and their leaders has had more to do with
the monetary troubles of the country, throughout the whole course of its history,
than any deficiency of means ready to the hand of those who have had the oppor-
tunity of guiding the finances of the nation. This ignorance has fostered a con-
tempt of the tried and proved methods which produce monetary prosperity under
adverse circumstances, and this contempt has been enhanced by the fact that cir-
cumstances have’ been too favorable, and have always been propitious enough to
insure the country from the results of the most stupid financial mismanagement. If
some of our statesmen who are considered to have been in their day men learned
and experienced in monetary mysteries, had been placed face to face with a situation
such as existed in France in the year 1800, it is possible they might have risen to
the occasion.

However that may be, the First Consul proved equal to it. Many of the ordi-
nary taxes had been lightened ostensibly in favor of the poor by the different assem-
blies, during the Revolution, and an income tax substituted which was supposed to
reach the rich. This last became very oppressive and vexatious and instead of pro-
ducing revenue only led to the concealment of all resources. This tax was abrogated
and other taxes on land and personal property laid in its place. The effect of the
repeal of the income tax was 80 good that the bankers of Paris immediately produced
and loaned to the Treasury 12,000,000 francs in specie, to be repaid out of first
receipts. The greatest obstacle in the way of a new regime, was the various certifi-
cates of indebtedness which were outstanding, which were receivable in payment of
public dues. A modern financier or even an English financier of the year 1800 would
have funded this floating debt, but Napoleon had a dislike to all loans and always
used this device sparingly. The result he aimed at was the collection of the reve-
nues in cash or its equivalent at as early a date as possible. Much routine prepara-
tion had to be made before the taxes could be collected in an orderly and definite
manner. Lists and assessments had to be made out, and there were many other
inconveniences attendant upon the transfer from the old to the new management of
affairs. Resources had to be obtained for immediate use. The loan from the bank-
ers of Paris was a mere palliative. To meet the situation the receivers of taxes in
the several departments were each required to give notes falling due from month to
month for the whole estimated sum which he expected to receive from the direct
taxes during the year. This gave a leeway of about four months on the average to
the taxpayer. To secure the payment of the notes of the receiver of taxes, these
officers were each obliged to give a security in cash, a sort of bond, before they
ocould hold office. As they had the use of the money collected from taxes in the
intervals before the maturity of their notes, the receivers’ position was a lucrative
one. They could afford to give security much as the National banks of the United
States can afford to secure the public moneys deposited with them. The money
deposited by the receivers was kept as a common fund, from which any of the notes
not paid at maturity at the office of the receiver who issued it, could be paid. This
fund was analogous to the fund in legal-tender notes deposited with the United
States Treasury by the National banks to retire their own notes. The fund con-
tributed by the receivers was in fact used by the French Government exactly as
the National bank redemption fund has been used by the United States Government,
that is, it being found that a small part of it only was sufficient to meet the notes
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presented from time to time for redemption, the remainder was at once available for
the use of the Treasury. For the year 1800, it was calculated that the receivers
would collect from direct taxes, as they were called, 800,000,000 francs. If it had
not been that there were so many certificates of indebtedness outstanding, receivable
for taxes, the receivers could have given notes payable in cash for this whole sum,
but as they were liable to receive these certificates of indebtedness instead of cash,
in payment of taxes, some calculation and provision had to be made.

As has been explained, Napoleon did not care to refund this floating debt. The
certificates of arrears of payment of interest on the public debt being definite in
amount were continued on the old footing. The land warrants were refused further
currency, and the holders were forced, as we would say, to locate their land. The
holders of certificates of indebtedness for supplies, etc., were thrown into what we
would style a court of claims which, as is usual, had sufficient inertia and patriot-
ism to make their allowances with due regard to the necessities and conveniences of
the Government. After making all deduction for the probable use of such certifi-
cates as still remained acceptable for taxes, the notes of the receivers of taxes
brought a very large sum into the hands of the Minister of Finance. These notes
were available for discount. The instrument by which these notes could be turned
into cash was also at this time brought into existence.

The whole scheme of collection of taxes, of receivers’ notes, etc., was not new,
It was really a revival of the plan followed under the kings, when the discounts
were made by the great private bankers of Paris, often by the receivers of taxes
themselves. Knowing the system, we may readily perceive how men like Fouquet
and other gorgeous creatures.described by Dumas acquired this wealth. The sys-
tem itself was not a bad one, but it opened opportunities under careless masters for
shave after shave and monopoly within monopoly. Specie was the real basis for an
intricate system of discounts. Its importation was the monopoly of the superinten-
dents of finance and tax receivers. It is not difficult to understand why the Captain-
General of the Jesuits made chocolate caramels of his gold-bars when he brought the
treasure of the order to France. Under Napoleon there was no danger of such
abuses. To prevent them he instituted the Bank of France. The capital was at
first 80,000,000 francs. It was intended to discount bills representing real transac-
tions but not accommodation bills. It issued its notes without limit as long as they
were redeemable in specie on demand. The Bank discounted the notes of the receiv-
ers, and furnished what was very much needed—a safe paper money which at once
filled the channels of circulation within the borders of France. The credit which at
once followed these measures brought the specie of the country from its hiding
places. The first statement of the Bank of France, of February, 1800, shows note-
issues amounting to about twenty millions of francs.

Although the improvement of the financial methods of the Government at once
restored public and private credit, there were still many legacies left from the former
regtme which were unfavorable to continued prosperity. The public lands were a
great fleld for speculation. The various forms of claims against the Government
were another, and there was during the five years following a vast amount of spec-
ulative enterprise, which ran to greater lengths, perhaps, because for so many years
before capital had almost deserted the country. To take advantage of the oppor-
tunities offered many mercantile companies sprang up. Among these was a com-
pany called the United Merchants, of which a man named Ouvrard was the head.
Gabriel Julien Ouvrard was born in 1770, and at this time was about thirty-five
years old. He had made money as a contractor for naval construction, and had en-
gaged with profit in all the speculation of the time. Associated with Ouvrard in
the company were M. Desprez, who had charge of the discount department, and M.
Vanderberghe, who superintended contracts for the supply of the army with pro-
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centimes. This allowed him a profit of twenty-five cents on each dollar of one hun-
dred cents. The difficulties in the way of the safe transportation of these dollars
were great indeed, but Ouvrard, with a genius far in advance of his contemporaries,
conceived the plan of making these very difficulties serve him.

The difficulty in obtaining specie was not peculiar to France, but it was felt in
England also. The Bank of England had been compelled to suspend specie pay-
ments on account of the export of the coin to pay subsidies on the Continent and to
meet the expenses of her army and naval forces abroad. The English fleets block-
aded all the seas, but they could not obtain the coveted supply of metal. Those
who owned it would not risk it on the ocean.

There were banking houses that had connections both in England and on the
Continent, and Ouvrard’s proposal was for these houses to get the consent of the
English Government to their importation of specie. His margin of twenty-five per
cent. was sufficient to allow of a division of profit. He also contemplated the impor-
tation of the Spanish specie into the United States, whence it could be exported in
neutral American vessels, or used to purchase products and supplies which could be

-exported in the same way. The whole plan was feasible if time had been given,
and was subsequently appropriated and carried out to some extent by Napoleon
himself.

If modern methods of communication had existed, it would have been easy to
arrange matters in a few days or weeks that then took months to complete. The
United Merchants were, however, very much pressed. The Treasury owed the com-
pany thirty million francs, which it could secure only by securities that required
time for liquidation. This sum was locked up. Then it had to pay the Treasury
the Spanish subsidy of between forty and fifty millions of francs. It had also to
pay for the other assistance rendered Spain. But it is evident that its interests were
80 connected with those of the French Treasury that the latter, impelled by its own
necessities, could refuse the company nothing, and in fact, the Treasury could not
get the notes turned in by the receivers of taxes cashed except through the United
Merchants. The latter took the notes and discounted them with all sorts of capital-
ists, often at usurious rates. The Bank of France discounted a part of these notes,
and some of its council objected to the extent of the discounts made, but the general
sense was that in helping the United Merchants the Bank was aiding the French
Treasury. '

This was the situation before Napoleon started upon the campaign which termi-
nated three months later at Austerlitz. The commercial interests of France might
well have been alarmed at the outset of this campaign. England, Austria and
Russia were combined against France, and Prussia was waiting to join the winner.
Over four hundred thousand men were on the march against France. As a last
straw, when Napoleon set out in September, he demanded that twelve millions in
specie should be sent to him at Strasburgh and that ten millions more should be sent
to Italy. The company with great difficulty complied with these demands. At this
time no suspicion of the extent of the relations between the company and the French
Treasury seems to have existed in the mind of Napoleon ; or, what is more probable,
is that he was aware of the whole business and did not look upon it as at all irregu-
lar, which in fact it does not appear to have been.

The root of the whole evil, if evil there was, lay in the extravagant expenditure
attendant on the plans of the Emperor. These large expenditures caused a large
deficit, which could only be met by drawing on the taxation of future years, since
the Emperor was averse to loans. Future taxation could only be made available by
the assistance of the largest capitalists. Ouvrard and his company were the largest
capitalists in France. The Treasury was forced to turn to them. That Napoleon
knew of this connection is evident from the fact that Marbois himself had years
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before represented to him the danger of using as bankers of the Government men to
whom the Government were indebted, and Napoleon threatened at this time to arrest
Ouvrard. Bourrienne, in his memoirs, records the following scene :

‘“ Bourrienne,” said Napoleon in 1800, ‘‘my part is taken. I will cause M.
Ouvrard to be arrested.” ‘‘General,” replied the Secretary, ¢ have you any proofs
against him ?” ‘*Proofs? What are required? he is a contractor, a scoundrel. He
must be made to disgorge. All of his tribe are villains. How do they make their
fortunes ? at the public expense. They have millions and display an insolent
extravagance when the soldiers are without shoes or bread. I will have no more
of this.”

But Ouvrard was indispensable, or at least Napoleon in 1800 did not think the
sponge full enough to squeeze. Napoleon was always willing to gain popularity at
the expense of the contractors. Fancy Chase in 1861 using language of this style
about the New York associated banks, or Cleveland in 1898 talking like this about
the bond syndicate !

It is evident that the Treasury, the United Merchants and the Bank of France
were all mixed up together. Napoleon distrusted tbis connection, and wrote to the
Minister of Finance in S8eptember warning him against the danger of excessive issues
of its notes by the Bank of France. However, the Minister of Finance did not inter-
fere with the operations of M. Marbois, who was the Minister of the Treasury.

The financial crisis arrived just before the battle of Austerlitz in December. M.
Desprez and other Paris capitalists failed and M. Vanderberghe was with difficulty
sustained by the greatest efforts of the Bank and the Treasury. M. Desprez, who
had been engaged in securing discounts for the Treasury, had issued a species of
bank note of his own to serve as money and a large part of his payments to the
Treasury had been made in these bills. The news of the victory of Austerlitz had
a great effect in dissipating the panic attendant on the financial crisis. Napoleon
arrived in Paris January 26, 1801. He called before him M. Marbois, the Minister
of the Treasury, and also Messrs. Ouvrard, Desprez and Vanderberghe. Marbois
had a report drawn up which he began to read. Napoleon soon interrupted him,
saying, *‘I see how it is. It was with the funds of the Treasury and those of Jhe
Bank that the Company of United Merchants calculated on providing supplies for
France and Spain. And as Spain had nothing to give but promises of piastres, it is
with the money of France that the wants of both countries have been supplied.
8pain owed me a subsidy and it is I who have furnished her one. Now Messrs,
Desprez, Vanderberghe and Ouvrard must give me up all they possess. Spain must
pay me what she owes them, or I will shut those gentlemen up in Vincennes and
send an army to Madrid.”

This is a very clear and succinct summing up, but it is unfair in confusing the
common use of money with its use in a banking sense. It is hard to tell where
Napoleon’s supplies would have come from if the efforts of the men he denounced
had not sustained the credit of the State. Desprez and Vanderberghe were so awed
by the Emperor that they are said to have shed tears, but M. Ouvrard was calm and
composed and urged upon the Emperor that he ought to be permitted to liquidate
his own affairs, and that he could bring over larger sums from Mexico than had been
advanced by France.

An investigation made by those who were certainly not favorable to Ouvrard and
his associates, ascertained the indebtedness of the United Merchants to the Treasury
to be 141 millions of francs. The company owed twenty-three millions of francs to
the receivers of taxes, they had outstanding seventy-three millions of their bank
notes, they owed fourteen millions for drafts furnished them by the Treasury, M.
Desprez was indebted personally seventeen millions, and last there was bad paper to
the amount of fourteen millions, furnished by the company and held by the Treasury.
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On the other hand, the Government owed the company forty millions for supplies
furnished. Hope & Co. had obtained ten millions worth of the Spanish piastres and
transmitted them to Paris. The company had other property to the extent of thirty
millions, making eighty millions in all. The remaining sixty millions was covered
by credits due to the company from Spain. This was subsequently paid, and the
Government lost nothing by the company.

It is in fact highly probable that if M. Ouvrard had been permitted to liquidate
his own affairs there would have been a large margin of profit for himself and part-
ners. The amount of specie which Quvrard had secured from Spain, the right to
export from the Spanish Colonies, was said to have been 272,000,000 francs.

As examples in high finance the operations of Ouvrard excel those of any of his
contemporaries. He was unfortunate in being obliged to deal with so tyrannical a
ruler as Napoleon. The transition of the latter from Consul to Emperor, from ser-
vant of the people to master, was so rapid that it was impossible to foresee the
gigantic growth of his demands on the resources of France. In fact, Napoleon after
having crushed the only man whose financial skill was equal if not superior to his
own, was ever after his own Minicter of Finance. Those who bore this title were in
reality mere clerks. In fact, both in civil and military matters it was impossible for
Napoleon to accept assistance from any who had original ideas. By degrees men
of the first class refused to serve him, and his downfall was largely due to the inca-
pacity of the subordinates on whom he was finally obliged to depend.

KNOX’'S HISTORY OF BANKING IN THE UNITED STATES.
OPINIONS A8 TO THE MERITS OF THE WORK.

NasaviLLE (Tenn.) AMERICAN : The History of Banking in the United States is
the most comprehensive work of the kind ever published in this country. * * *
Mr. Knox was probably the best equipped man for this work that could have been
found in the Union. He had made the subject one of intelligent and exhaustive
study, and his position, first us Deputy Comptroller, then as Comptroller, a service
altogether of seventeen years, gave him unusual opportunities for storing his mind
with those facts 80 necessary to the preparation of a work of such magnitude.

A special feature of the work and one of more than local interest because of the
participation in its preparation by John W. Faxon, of Chattanooga, is the space
given to the history of State banking. * * * Without desiring to disparage the
efforts of any other of the numerous financiers who contributed to the State banking
section of the work, it may not be amiss to say that no more interesting chapter can
be found in the book than that contributed by Mr. Faxon. Considering the meager-
ness of the records from which he had to get much of his material, he has written a
most excellent history of the State banking system of Tennessee.

BurFALo COURIER : As a text-book and reference-book on finance its value is
assured.

MorNING OREGONIAN (Portland): Knox's History of Banking is invaluable to
bankers and students of finance.

PrrrssUurRG PosT : An elaborate aund careful History of Banking in the United
States meets what may be called a want in banking and financial circles. Such a °
book is before us by the late John Jay Knox. * * * Asa whole the book is one
that concerns men of affairs and especially all in the banking business. It gives the
reasons for their existence and business pursuits as laid down in history.

DeTRoOIT TRIBUNE: The History contains much valuable information and is a
most important addition to financial literature. It is a work well worth having.



ANNUAL REPORT OF THE SECRETARY OF THE
TREASURY.

FOR THE FISCAL YEAR ENDED JUNE 30, 1900.

TREASURY DEPARTMENT,
‘WASHINGTON, D. C., December 4, 1900,

Sir: I have the honor to submit the following report :

RECEIPTS AND EXPENDITURES, FiscAL YEAR 1900.

The revenues of the Government from all sources (by warrants) for the fiscal year
ended June 30, 1900, were $669,595,431. The expenditures for the same period were
$590,008,371, showing a surplus of $79,527,060.

In addition to the revenues collected during the year and the amounts received
on the indebtedness of Pacific railroads, the cash in the Treasury was increased by
the following sums: From subscriptions to the three per cent. ten-twenty bonds
issued under authority of the act of June 18, 1898, for the Spanish war expenditures,
$£113,920, and from the issue of four per cent. bonds in liquidation of interest accrued
on refunding certificates converted during the year, $1,400, making a total of
$115,410.

The securities redeemed on account of the sinking fund were as follows :

Fractional currency $2,418.25
Bounty 1and 80TIP.....cceriiirierneiniresreniiienisssesceiistiatoscsssonses 100.00
Compound Interest NOteB.....cc..cvveerreitriiinccsacsnscsacnnnes deessenenen 1,710.00
One-yearnotes of 1883..........cccuviierenirraniciinisesnssiocroseescnaes 220.00
Two-year notes Of 1888.........c00eueevireiernececsesetsscssscsscssenseens 100.00
Loan of July and August, 1881.......c.cc0vetriennriiiniiarsieonccncanses 500.00
Seven-thirties of 1884 and 1865........c.000viiiiiiirenienirinecanns cevenes 750.00
Funded loan of 1881, called........coeeuverriniiersisientonnnneresossnnses 800.00
Funded 1oan of 1891, called.........c.oeeevvitiaiensceccrocsorsseenscsnsanen 86,600.00
Funded loan of 1801, continued at two percent.......ccceeeveveieirannss 8,384,650.00
National banK nOotes......cccoviiuiiiiiiieniiiiriaiisraneiennnieenins sues 600,508.00
Bonds purchased—
Funded 10an 0f 1907.....c.000v vevrnvnennennnsocrasacs $14,810,850.00
Loan of 1904.....c.cceievieiierinnnannsinciissaraansnnes 4,990,300.00
e 19,800,850.00
Premium on bonds purchased—
Funded 1080 Of 1907, ......cc0cuvueeeiironrcccasannnnnes $1,824,569.40
LoAn Of 1004.....000veeureiieirnreenaasecsoasasasensnane 548,083.00
—— 2,878,602.40
Premium on bonds exchanged—-
Fundéd loan of 1907............. deersestesnnicarnseenan $22,071,956.35
. 4,708,480.72
100.34
_3.965. 80,778,652.14
7 T $56,544,656.08

As compared with the fiscal year 1899, the receipts for 1900 increased $58,618,.
426.83. There was a decrease of $117,858,888.14 in expenditures.

The revenues of the Government for the current year are estimated upon the
basis of existing laws at $687,778,258.92. The expenditures for the same period are
estimated at $607,778,258.92 ; or a surplus of $80,000,000. It is estimated that upon
the basis of existing laws the revenues of the Government for the fiscal year 1902

]
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will be $716,838,042. The estimates of appropriations for the same period, as sub-
mitted by the several executive departments and offices, are (exclusive of sinking
fund, $690,874,804.24 ; or an estimated surplus of $26,258,287.76.

OPERATIONS OF THE TREASURY.

The Treasurer calls attention to the marked irregularity in the receipts and
expenditures, pointing out that while in July, 1899, there was a deficiency of $8,-
506,832, in June, 1900, a surplus of $17,895,158 was realized. The greatest differ-
ence between income and outgo on any one day was $4,047,8906 in favor of the
Treasury. The corresponding maximum deficiency was $2,318,621. In the face of
such wide fluctuations the necessity for ample available reserves is appareot, and
the Treasurer names $50,000,000 as a proper sum to keep in the Government vaults.

Promptly on the passage of the act of March 14, 1900, there were transferred to
the divisions of issue and redemption the records and accounts relating to the issue
and redemption of the Government notes and certificates. Up to October 1 the total
redemptions in gold from the new reserve fund of $150,000,000 were $22,530,854 in
United States notes and $3,694,708 in Treasury notes. The sums drawn from the
reserve have been daily restored from the gold in the general fund. Exclusive of
that reserve, the assets and liabilities of the new divisions were $728,062,283 on the
day of their creation, $728,544,179 on June 80, and $740,965,679 on November 1.

Comparison of the state of the Treasury shows an increase of $24,887,093, in the
available cash balance, exclusive of the reserve of $150,000,000, for the year. The
cash actually in the vaults of the Treasury, as distinguished from the deposits in
banks and other assets not consisting of money, increased by $6,621,888. The most
notable increase was in the smaller denominations of paper currency, which are in
demand for moving the crops. Of these, the Treasury held $14,062,172 more than
last year. The excess of assets over current liabilities was, on June 80, $49,723,017
in 1899, and $50,327,5601 in 1900.

As the resources of the Treasury became greater than its immediate needs, a
series of measures were adopted for restoring the surplus to the uses of business.
After September 18, 1899, interest due October 1 was paid in advance of maturity to
the amount of $3,208,027. From October 10, in like manner, anticipation was made
of $916,088, due November 1, and after December 15, of $3,398,504, due January 1.
An offer made on October 10 to prepay all interest accruing to July 1, 1900, at a
rebate of two-tenths of one per cent. a month, was accepted to the amount of $2,-
229,191, on which the rebate was $21,101. On November 15 a proposal was made
to purchase $25,000,000 of the four and five per cent. bonds due in 1904 and 1907 at
a fixed price. This was responded to by offers to the amount of $19,300,650 of
principal, on which the premium was $2,873,502.40. Notice was given May 18,
1900, for the payment of the $25,864,600 outstanding two per cent. bonds redeem-
able at the option of the Government, and by November 1 all but $2,255,000 of them
were retired. The conversion of threes, fours and_ fives into the new two per cent.
consols of 1980, provided for by the act of March 14, 1900, amounted by June 30 to
$307,125,850 of principal, and by November 1 to $345,580,760. To the latter date
payment for excess of value was made out of the Treasury for $34,338,842, and the
net saving to the Government was $8,685,618.

1In the year ended September 80 1900, notes and certificates of the value of $528,-
192,000 were impressed with the seal of the Department and prepared for issue, as
against $362,412,000 in the twelve months preceding. A largely increased share of
the new currency was of the denominations of $20 and under. The redemptions of
worn paper money in the same periods were $308,219,824 in 1800 and $255,027,980
in 1899.

The authority to increase the issue of subsidiary silver coin to $100,000,000, which
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was granted by the act of March 14, 1900, has been a convenience both to the Treas-
ury and to the people. The Department, through the Mint, has been enabled to
supply all demands for them, and their circulation increased by October 1, 1900, to
$79,432,198.

CoINs AND COINAGE.

The receipts and deposits of bullion at mints and assay offices, including redepos..
its, aggregated $288,755,786, of which $208,553,818 was gold and $385,201,922 silver..
Silver bullion purchased under the provisions of Section 8526, Revised Statutes,
for coinage of susidiary silver aggregated 1,290,055 standard ounces, costing $908,868..
The coinage executed during the fiscal year was:

L T $107,937,110.00
SIIverdolars... ...coeiiiitiiiiiiiiiacoressncssiatiiecssassssssasacassnnses 18,244,964.00
Subsidiary silver.......c.ciiiiiiviiiiiiiiiiiiietestiniosiisieieanaconnnaes 12,876,849.15
MIDOT. ... iiieiiieeiiieniiettessecseietstetsacenssscssossascensoscssones 2,248,017.21

TOtAL.. ...ciiereniennrintenneecnssiesesssssssnecssesssnssssssssssannes $141,301,960.38

There were coined 50,000 Lafayette souvenirsilver dollars, which are not included
in the above coinage of silver dollars. The silver dollars coined were from bullion
purchased under the act of July 14, 1890. The total coinage of silver dollars from
bullion purchased under the act of July 14, 1890, from August 18, 1890, to July 1,
1900, was $115,250,950, containing 99,048,785 standard ounces, costing $88,968,270,.
giving a seigniorage of $31,287,679.

In addition to the above coinage, there were manufactured at the mint at Phila-
delphia for the Government of Costa Rica 820,000 gold pieces, of various denomina-
tions, of the value of §1,396,050.

Uncurrent gold coins of the face value of $1,401,454 and mutilated silver coins
of the face value of $5,261,070 were received.

This represents in new gold coin $1,889,096, and in new subsidiary silver coin
$4,960,070.

Of the subsidiary silver coinage $4,765,512 was coined from worn and uncurtent.
silver coin transferred from the Treasury for recoinage, $8,111,836 from silver pur-
chased for subsidiary silver coinage and from silver purchased under the act of July
14, 1890, on which the seigniorage was $3,008,428.

The balances of silver bullion on hand at the mints and assay offices of the United
States for the coinage of silver dollars, subsidiary silver coins, and for payment of
deposits of silver bullion in fine bars, 'y uly 1, 1900, was :

ITEMS. Standard ounces.  Cost.
Purchased under act of July 14,1880..........c0c0000000ee 83.288,064.02 $67,806,388.21
For subsidiary silver coinage at mints and assay offices. 845,471.42 840,925.77
At United States assay office, New York, for payment
of depositsin fine bArS.........cccviiiiiniinnniiiiienns 127,165.52 T7,248.83:

B 7 N 83,740,000.96  $68,224,562.31

Including the balances on hand at the mints July 1, 1878, the net seigniorage o
the coinage of silver from that date to June 80, 1900, was $102,275,480.

SILVER QUOTATIONS.

The highest quotation in the Londen market for silver 0.925 fine during the fiscal
year was 28 9-16 pence, equal to $0.62612 in United States money, per ounce fine.
The lowest quotation was 285 pence, equivalent to $0.58865. The average price
for the fiscal year was 2734 pence, equivalent to $0.60017. The bullion value of the
United States standard dollar, at the highest price for the year, was $0.48426, and
the lowest, $0.45141, and at the average price, $0.46419. The commercial ratio of’
gold to silver at the average price was 1 to 84.44. The number of grains of pure:
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silver at the average price that could be purchased with a United States silver dollar
was 799.77, equivalent to 134 fine ounces.

IMPoRTS AND EXPORTS OF THE PRECIOUS METALS.
The net exports of gold during the fiscal year were $3,603,575, as against the net
imports of $51,429,099 for the fiscal year 1899. The net silver exports were
$21,455,978, as against $25,584,817 for the previous fiscal year.

USE oF GOLD AND SILVER IN THE INDUSTRIAL ARTS.

The value of gold and silver consumed in the industrial arts by the United States
during the calendur year 1899 was: QGold $17,847,178; silver, coining value,
$15,677,668—a total of $33,524,841.

-There were consumed in new material, in the manufacture of bars, gold $15,112,-
198 ; silver, $18,630,079.

The amount of new material consumed in the industrial arts in the world was:

Gold, $72,658,500, and silver, coining value, $52,990,500.

MeTALLIC STOCK IN THE UNITED STATES.
The total metallic stock in the United States on July 1, 1900, was : Gold, $1,084,-
489,264 ; silver, $647,871,080.
PRODUCTION OF GOLD AND SILVER.

The estimated production of the precious metals in the United States during the
calendar year 1899 was:

Fine Commercial Coinin
METALS. ounces. value. valuc."
L T 8,487.210 $71.053,400 $71,058,400

BilVer.....ccciiiiiiiiiieniinnnieiiiiieines 54,764,500 82,858,700 70,808,626

‘WoRLD's COINAGE.

The total coinage of gold and silver by the various countries of the world during
the calendar year 1899 was: Gold, $466,110,614; silver, $166,228,964—a total of
$632,887,578.

The total metallic stock and uncovered paper in the world, as estimated on Janu-
ary 1, 1900, was:

e 2 T e $4,841,000,000
Full legal-tender 8IlVer........occoetiiieeicnicneensessorsceascsscasanses 2.862,600,000
Limited-tender sllver.........c.oiveeeiviirensiaiieiierecsccsscrsssssnnsss 628,300,000
Total MetAllC SLOCK.....ccviieerrrreriereissssnrereeiesasessscssenss $8,659,800,000
UNCOVEred PAPET... .ovvretrereiersscsssessscssscosssssssssssascsssasaes 2.,960,100,000
Grand totRl....oo.viiiiiiiiiiireciinnsiiiitiettaiiiietiicarecsnnnonen $11,620,000,000

PuBLic MONEYs.

The monetary transactions of the Government have been conducted through the
Treasurer of the United States, nine sub-treasury officers, and 444 National bank
depositaries. The amount of public moneys held by the bank depositaries on June
80, 1900, including funds to the credit of the Treasurer’s general account and United
States disbursing officers, was $98,786,806, an increase since June 80, 1899, in amount
of holdings of §22,458,161. Of the bank depositaries, nearly 240 were specially
designated to hold funds deposited therewith temporarily, and the balances held
therein will be reduced gradually as the moneys are needed for current disbursements.

After the removal of the deposits from the Bank of the United States in 1888,
local institutions were used for this purpose. Upon the establishment of the
National bank system, depositaries were selected from its members, and have been
used as the convenience of the Department and the surplus funds would permit.
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The largest deposits ever held by National banks at the end of a month were
$279,544,645, in June, 1879, when the net cash balance of the Treasury was $475,-
668,006. In August of that year these deposits fell to $87,080,074, and at the end of
June, 1882, were $11,258,065. From that minimum the deposits in the National
banks varied with the differences between receipts and expenditures, reaching
$95,014,970 at the end of October, 1888. Deposits include receipts from internal
revenue, post offices, public lands, and miscellaneous sources ; but the chief additions
since the loan of 1898 was placed have been from its proceeds, as the war with Spain
called for less outlay than had in caution been provided for. Thus without incon-
venience to the Treasury, and to the great advantage of general business needs,
public moneys were kept on deposit in National banks until the maximum of $108,-
598,610 was reached February 10, 1900, in addition to $5,496,267 to the credit of
disbursing officers.

For these funds the Treasury held as security United States bonds for the full
sum at par for fours and fives, with a margin of five per cent. on threes and ten per
cent. on twos. No guaranty for moneys could be more safe and certain. The bonds
80 pledged, when they were highest, were:

Rate To secur:
TITLE OF LOAN. Muarg;ft. e morfog‘.b.
Funded loan of 1891, continued........cccocvvvuienencerocanne 2, $2,007,500
District of Columbifl........ceueivteeieriiirinciionniscncenss 8.65 485,000
Three per cent.10an of 1808..........c.cc00veviiericccnnsccncnes 8 81,932,080
Funded 1080 Of 1907.......ceeueitnnciacnccscaciorsoccssscncsse 4 47,080,650
Loan of 1925.......ciceeiiiennnnrenrnnercessccsncccsssscosnnsnns 4 18,756,450
Loan Of 1004......c0000cttivnctncrccrccsssesesscscsscsacsncannes 5 15,997,000
Total...coeeeeerreranneccnnes T $111,217,680

In every State except Mississippi and Nevada, and in every Territory except
Arizona and the Indian Territory, depositaries were designated. While the surplus
permitted, every applicant, wherever located, offering the necessary bonds received
the share of deposits desired.

These depositary funds are available for the use of the Government as the con-
venience of the Treasury may demand. In order to meet the payment for the
funded loan of 1891, called May 18, 1900, notices as follows were served on the
banks, asking for the transfer to the sub-treasuries of a percentage of the funds held
by them: On May 28, for the transfer of $4,941,900 on or before June 5; on June 7,
for the transfer of $4,966,000 on or before June 26, and again on June 27, for the
transfer of $4,945,800 on or before July 16. These funds all reached the sub-treas-
uries at or before the times fixed without the slightest default.

The attention of Congress is called to the inconvenience of handling the public
moneys in Hawaii and, prospectively, in Porto Rico, resulting from the provision in
Section 5153, Revised Statutes, forbidding the deposit of receipts from customs in
National bank depositaries.

At present the collector of customs in Hawaii is obliged to send all moneys
collected by him on account of duties on imports to the sub-Treasury at San
Francisco, while public moneys required for use in Hawaii may, as a consequence,
have to be transmitted by express or otherwise to the islands. Thus double expense,
increased risk, and unnecessary delay in the public business may be and are occa-
sloned. There seems to be good reason why customs receipts of Hawaii and other
island points should be excepted from the provision of Section 5153, Revised
Statutes, which requires the deposit of customs receipts in a sub-treasury. Liberty
should be given to collectors of customs at the places indicated to deposit receipts
with designated depositaries, as is now permitted by law in the case of collectors of
internal revenue.



86 THE BANKERS' MAGAZINE.

INCREASE IN THE CIRCULATION OF NATIONAL BANKs.

The amount of outstanding circulation, by denominations, on March 138, the day
prior tp the passage of the financial act, and on October 81, 1800, was as follows :
March 18, $254,026,230 ; October 81, $331,618,268.

From the foregoing statement it appears that there has been a growth in National
bank-note circulation, from March 14 to October 31, of $77,507,088. This increase
is probably no more than sufficient to keep pace with expanding trade. Under
existing law, National banks are entitled to take out circulation to the full amount
of their capital, which on October 31 was$632,502,395. There is no likelihood that
this privilege will be availed of to the fullest extent. The antecedent requirement
for the purchase and deposit of United States bonds acts through advance in price
under increased demand to check automatically undue expansion of note issues. It
may be here noted that with the two per cent. bonds at the present market price the
net advantage to a bank in taking out circulation is one and five-hundredths of one
per cent. per annum, as figured by the Actuary in this Department. The advantages
to banks in taking circulation under the law, based upon other bond issues, are
found to be as follows:

On five per cent. bonds of 1904, a loss of substantially one-half of one per cent.

On four per cent. bonds of 1907, a profit of substantially twelve-hundredths of
one per cent.

On three per cent. boads of 1908, a profit of about three-tenths of one per cent.

On four per cent. bonds of 1925, a profit of about fifteen-hundredths of one per
cent.

These figures show clearly enough that our currency system, under which the volume
of circulating medium 18 more responsive to the market price of Government bonds than
to the requirements of trade and industry, is not yet satisfactory.

LoaANs AND CURRENCY.

The interest-bearing debt July 1, 1900, included unmatured United States bonds
outstanding amounting to $1,028,448,890, there having been a reduction since July
1, 1899, of $22,567,580. This was brought about by the purchase, under announce-
ment of the Secretary of the Treasury on November 15, 1899, of four per cent. bonds,
funded loan of 1907, amounting to $14,310,350, and five per cent. bonds, loan of
1904, in the amount of $4,990,300. There were also redeemed, under the Secretary’s
call of May 18, 1900, United States bonds of the funded loan of 1891, continued at
two percent., in the amount of $3,384,650. The total reduction in these three loans
up to July 1, 1800, was $23,685,800, but the net reduction, as stated above, was
$22,567,580, there having been issued during the flscal year three per cent. bonds,
loan of 1908-1918, amounting to $113,920, and $3,850 in four per cent. bonds, funded
loan of 1907, in conversion of refunding certificates, of which $1,490 were issued in
payment of accrued interest on said certificates.

The call of May 18, 1900, was for the redemption of the bonds of the funded
loan of 1891, continued at two per cent., the amount being $25,864,500, and August
18, 1900, being fixed as the date of maturity.

The amount of refunding certificates of the act of February 28, 1879, outstand-
ing July 1, 1900, was $35,470. In the last annual report it was recommended that
Congress limit the time within which such certificates may be converted into the
four per cent. bonds, funded loan of 1907, but no action was taken. In view of the
provisions of the act of March 14, 1900, under which the outstanding four per cent.
bonds, funded loan of 1907, are exchangeable for the two per cent. bonds of the act
of March 14, 1900, the above recommendation is renewed, as is also the recommenda-
tion that the Secretary of the Treasury be authorized to redeem in cash any of such
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certificates on presentation, and to pay the accrued interest thereon to date of re-
demption.

The character of the interest-bearing debt outstanding July 1, 1800, is materially
different from that outstanding July 1, 1899, owing to the issue of two per cent.
bonds payable, principal and interest, in United States gold coin, under authority
of the act of March 14, 1900, in exchange for certain classes of United States bonds
outstanding bearing higher rates of interest.

FoRrREIGN COMMERCE.

Four great facts characterize the foreigncommerce of the fiscal year 1900 : First,
it exceeded that of any preceding year, and for the first time the grand total of im-
ports and exports passed the two-billion-dollar mark ; second, manufacturers’ mater-
ials formed a larger proportion of the imports than ever before ; third, manufactured
goods formed a larger proportion of the exports than ever before; fourth, exports
were larger than ever before, and were more widely distributed than in any preced-
ing year. '

The imports of the year were $849,941,184, against $697,148,489 in 1899, an in-
crease of $152,792,695. This large increase, however, is chiefly in manufacturers’
materials. The class ““articles in a crade condition which enter into the various
processes of domestic industry ” shows a growth of from $222,657,774 in 1899 to
$302,426,746 in 1900, an increase of $79,768,972; and the class *‘articles wholly or
partially manufactured for use as material in the manufactures and mechanic arts”
shows a growth from $60,664,183 in 1899 to $88,433,649 in 1900, an increase of
$37,769,866. Thus more than two-thirds of the entire increase in importations was
in manufacturers’ materials. On the other hand, the class ‘‘ articles manufactured
ready for consumption” was but 15.17 per cent. of the total imports of 1900, against
15.54 per cent. in 1899 and 21.09 per cent. in 1896. While manufacturers’ materials
form a constantly increasing percentage of our imports, finished manufactures con-
continue to form an increasing percentage of our rapidly growing exports.

The total exports of the year were valued at $1,394,488,082, of which-$1,870,-
763,571 were of domestic production. Of this vast sum, manufactures formed 81.66
per cent., against 28.21 per ceot. in 1809, 28.14 per cent. in 1895, and 17.87 in 1890.
The total exportation of manufactures during the year 1900 was $483,851,756,
against $339,592,146 in 1899, an increase of nearly $100,000,000, or about twenty-
eight per cent. Agricultural products also show a gratifying gain over 1899, the
total for the year 1900 being $835,858,128, against $784,776,142 in 1899, while every
-other class—mining, forestry, fisheries and miscellaneous—also shows an increase in
1900, as compared with the preceding year.

Comparing imports of 1900 with those of 1890 by grand divisions, it appears that
those from Europe and North America have slightly decreased ; those from South
America show little change, while those from Asia and Oceania show a marked in-
crease. Imports from Europe, which in 1890 amounted to $449,087,266, were in
1900, $440,567,814, a decrease of 2.09 per cent.; from North America, in 1890,
$148,368,708, and in 1900, $130,082,754, a decrease of 12.86 per cent.; from South
America, in 1890, $90,096,144, and in 1900, $93,667,108, an increase of four per
cent. ; from Oceania, in 1890, $28,856,568, and in 1900, $34,611,108, an increase of
21.9 per cent. ; from Asia, in 1890, $67,508,833, and in 1900, $139,842,880, an increase
-of 107 per cent., and from Africa, in 1890, $3,821,477, and in 1900, $11,218,437, an
increase of 287.7 per cent.

In exports, the growth of our trade with Africa, Asia, and Oceania also shows a
corresponding increase. Our exports to Europe in 1890 were $888,736,397, and in
1900 were $1,040,167,768, an increase of 50.6 per cent.; to North America, other than
the United States, in 1890, $94,100,410, and in 1900, $187,604,625, an increase of
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ninety-nine per cent.; to South America, in 1880, $38,752,848, and in 1900, $88,945,_
768, an increase of five per cent.; to Oceania, in 1890, $16,460,209, and in 1800, $48,-
891,275, an increase of 168.6 per cent.; to Asia, in 1880, $19,696,820, and in 1900,
$64,918,807, an increase of 229.6 per cent.; and to Africa, in 1890, $4,618,702, and in
1900, $19,469,849, an increase of 322 per cent.

Our commerce with the island territories which have been brought into closer
relationship with the United States by the events of the past two years also shows a
rapid growth, despite the fact that in Cuba and the Philippines production and con-
sequently purchasing power have been partially interrupted by war conditions.
Imports from Cuba, which in 1897 were $18,406,415, in 1900 were $81,371,704 ; from.
Porto Rico, in 1897, $2,181,024, and 1800, $3,078,648 ; from Hawaii, in 1897, $18,687,-
799, and in 1900, $20,707,808 ; and from the Philippine Islands, in 1897, $4,388,740,
and in 1900, $5,971,208, making the total for these four island divisions, in 1897,
$38,668,978, and in 1900, $61,129,468, an increase of 58.1 per cent. in 1900 as com-
pared with 1897. In exports, the increase is more rapid. To Cuba, the exports in
1897 were $8,259,776, and in 1900, $26,518,400; to Porto Rico, in 1897, $1,988,888,
and in 1900, $4,640,449; to Hawalii, in 1897, $4,690,075, and in 1900, $13,509,148 ;.
and to the Philippines, in 1897, $94,697, and in 1900, $2,640,449, making the total to-
the four island divisions, in 1897, $15,088,336, and in 1900, $47,303,446, an increase
of 214.6 per cent. in 1900 as compared with 1897,

The commerce with Porto Rico has shown especially rapid gains since May 1,
1900, at which date the act of April 12, 1900, providing revenues and a civil govern-
ment for Porto Rico, went into effect. In the first five months of the operations of
the act, extending from May 1 to October 1, the imports into the United States from
Porto Rico were $3,816,834, compared with $2,040,789 in the corresponding months.
of the preceding year, and $1,219,128 in the corresponding months of 1897, in which
year Porto Rico was under the Spanish flag ; while exports from the United States
to the island in the five months under consideration were $2,807,809, against $1,378,-
622 in the corresponding months of 1899, and $768,802 in the corresponding months-
of 1897, an increase of 285 per cent. over 1897. Commerce with the Hawaiian
Islands showed a remarkable growth in the fiscal year 1900, the first year following
the completion of annexation, the imports from the islands increasing from $17,831,-
468 in 1899 to $20,707,908 in 1900, and the exports to the islands increasing from.
$9,305,470 in 1899 to $18,509,148 in 1900.

BALANCE OF TRADE.

The fact that the exports of merchandise constantly exceed the imports of mer-
chandise and specie hy several hundred millions of dollars annually has suggested
an inquiry as to the method by which this vast trade balance in favor of the United
States is settled. While a share of this is doubtless accounted for by freights, inter-
est, and expenditures of Americans abroad, it is equally apparent that a considerable-
share must be represented by American securities returned to the United States, and
that to this extent we are as a nation reducing our foreign indebtedness, ’

A desire has been frequently expressed for the adoption of a plan by which these:
movements of secirities can be measured and the methods of adjustment of the trade-
balance more accurately determined than at present. The question is now being
carefully considered by the Department, with a hope of arriving at a plan which
will measure these movements without proving detrimental to the interests involved.

RerFUNDING THE PuBric DEBT.

The act of March 14, 1900, contained a provision for the refunding of certain
outstanding bonds, bearing interest at three per cent., four per cent., and five per
cent., into two per cent. thirty-year bouds, payable, principal and interest, in United
States gold coin of the present standard value.
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Up to and including November 15, 1900, there were received for exchange $3852,-
083,450 of the three classes of bonds in question, and an equal amount of the two
per cent. thirty-year bonds issued in their place. The saving in interest, the pre-
mium paid, and the net saving resulting from refunding operations up to and
including November 15, 1900, are set forth in the following table :

Amount Saving in Premium Net
Cuass or Boxps. refunded. | interest. paid. saving.
Loan of 1908-1918 (three per cent.)......... $79,788,900 500,070 | $4.499,055 015
Fanded loan of 1907 (four per cent.) .. ... 212,221,000 glﬁ&m 24,545,744 ‘:.’391;,.‘&0
Loan of 1904 (Ve Per cent.)................ 60,077,850 | 6,701,624 | 6,877,207 824 AT
T R $352,083,450 | $48,750,008 | $34,922,006 | $8,828,052

Notr.—The *saving in interest™ is computed upon average dates of redemption, and
may differ slightly from the actual saviog.

For a better understanding of the above tabulation, it may be well to explain that
by the payment of $84,922,008, future payments of interest, which would have
amounted to $43,750,058, have been anticipated, with a net and final saving of the
difference, $8,828,052.

Another effect of the operation is to reduce the charge upon the Treasury for the
payment of interest from the dates of refunding to February 1, 1804, by the sum of
about seven million dollars annually. From February 1, 1904, to July 1, 1907, the
annual ioterest charge will be reduced by the sum of about five millions, and for the
thirteen months ending August 1, 1808, by about one million.

Of the $352,083,450 bonds surrendered for exchange, $244,0468,150 were held by
the Treasurer of the United States as security for circulation or public deposits in
National banks. The remaining $108,087,800 bonds were surrendered by individuals
and institutions other than National banks, but a considerable proportion of the two
per cent. bonds issued in their place were eventually sold to National banking insti-
tutions, and are now lodged with the Treasurer of the United States. The amount
held November 15, 1900, as security for circulating notes of National banks was
$272,779,100, and the amount held as security for public deposits in National bank
depositaries was $52,565,350.

As a result, there was left outstanding on November 15, 1900, of bonds admitted
to the privilege of refunding by the act of March 14, the following:

Of the five per cent. 108N Of 1904......cc0000reeiiiees seetnnnnennssccecnsss '$34,982,050
Of the four per cent. 1080 Of 1807.......ccc00teeetranscncrscscaisanrnronsans 338,125,700
Of the three per cent. 1080 Of 1808-18........c0c00vtveeceerereirrncenerocnas 119,008,740

TOtAL. ..ueieirennnniisecirnrecnssscssessssssssssesssscsnsssssssasnssane $487,008,400

On November 21 the Secretary gave public notice that refunding would be in-
definitely suspended at the close of business on December 81, 1600. The considera.
tions which induced this action may be briefly stated :

First. Nine months will have elapsed since the passage of the refunding act.
Thus the holders of bonds will have had abundant opportunity to make the ex-
change authorized.

Second. To leave the privilege open indefinitely is simply to give a continuing
option to bondholders without any sufficient consideration to the Treasury.

Third. It may be fairly assumed that with this privilege discontinued at the
close of the year, refunding in the meantime will be stimulated, and that the total
refunding to that date will approximate $400,000,000.

Fourth. The sinking-fund law contemplates the retirement of the interest-bearing
public debt, either by payment or purchase of substantially $50,000,000 per annum.

Fifth. The refunding of $400,000,000 will leave outstanding and maturing
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within the next eight years, say, $489,000,000, or an average of something more than
$50,000,000 per year.

The Secretary believes that the suspension of the refunding process will put the
maturing debt under better conditions (the Government’s interest alone considered)
either for purchase from time to time or for payment when due.

It will, of course, remain open for the Department to resume refunding should
the interests of the Government and the general conditions of finance make such a
course desirable.

RepucTiON OF REVENUE.

From the estimate of receipts and expenditures for the fiscal year 1902 there
promises to be an excess of receipts to the amount of $26,000,000. It is hardly nec-
essary to point out that estimates are at best approximate. Exigencies in the public
service which can not be anticipated may require expenditures not contemplated.
Congressional appropriations, extraordinary in character, or failures to realize fully
estimated revenues, are also influences which may operate seriously to derange all
advance calculations. A conservative margin should, therefore, be reserved in fore-
casting definite results based on hypothetical calculations.

An annual excess in receipts over expenditures is the best indorsement of the
national credit, while a deficit is a depressing factor in public finance. It has been
our wise policy in the past to reduce the public debt in time of peace, and to this
good policy may be attributed, to a high degree, the low rates of interest, hitherto
unprecedented, which now attach to our Government debt obligations, It is true
that for a period of six years from 1894 to 1899, inclusive, annual deficits appeared ;
but it may be hoped that this was a temporary interruption to a history of twenty-
eight years, when each year showed annual expenditures less than annual revenues.

The operation of the act of February 25, 1862, providing for a sinking fund,
contemplates the payment or purchase and cancellation of substantially $50,000,000
annually of our interest-bearing debt obligations. Owing to the unfavorable con-
ditions in the Treasury during the six years just referred to, the sinking fund was
entirely neglected.

In the absence of any expression to the contrary, it may be safely assumed that it
is the desire of Congress to observe faithfully the general requirements of the sink-
ing-fund act, and to provide revenue sufficient to meet the charges thus imposed
upon the Government. The present and prospective easy condition of the Treasury
justifies the belief that the sinking-fund requirement can be met, both for the cur-
rent fiscal year, and for the next fiscal year, and still permit a moderate reduction in
taxes imposed by the War Revenue Act. A reduction to the amount of $30,000,000
is therefore recommended to the consideration of the present Congress.

THE MONEY STANDARD AND THE CURRENCY.

The operation of the act of March 14 last with respect to these two important
matters of our finances has well exemplified its wisdom. Confidence in the pur-
pose and power of the Government to maintain the gold standard has been greatly
strengthened. The result is that gold flows toward the Treasury instead of away
from it, At the date of this report the free gold in the Treasury is larger in amount
than at any former period in our history. Including the $150,000,000 reserve, the
gold in the Treasury belonging to the Government amouats to over $242,000,000,
while the Treasury holds, besides, more than $280,000,000, against which certificates
have been issued.

That provision of the act which liberalized the conditions of bank-note issue was
also wise and timely. Under it, as previously shown in this report, there has been
an increase of some $77,000,000 in bank-note issues. To this fact may be chiefly
attributed the freedom from stress for currency to handle the large harvests of cot-
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ton, wheat and corn. In this respect the year has been an exception to the general
rule of stringency which for several years has so plainly marked the autumn season.

Nevertheless, the measures referred to, prolific as they have been in good results,
will yet need re-enforcement in some important particulars. Thus, as tothe redemp-
tion fund provided for in said act, while the powers conferred upon the Secretary
are probably ample to enable a zealous and watchful officer to protect fully the gold
reserve, there appears to be lacking sufficient mandatory requirement to furnish
complete confidence in the continued parity under all conditions between our two
forms of metallic money, silver and gold. Upon this point further legislation may
become desirable.

As to the currency, while the liberalizing of conditions has, as previously noted,
found response in a necessary increase of bank-note issues, there is under our present
system no assurance whatever that the volume of bank currency will be continu-
ously responsive to the country’s needs, either by expanding as such needs require
or by contracting when superfluous in amount. The truth is that, safe and desir-
able as is our currency system in many respects, it is hot properly related. The
supply of currency is but remotely, if at all, influenced by the ever-changing re-
quirements of trade and industry. It is related most largely, if not entirely, to the
price of Government bonds in the market. Between the needs of trade and com-
merce for a medium of exchange and for instruments of credit, which a proper bank
note furnishes, and the investment price or value of Government bonds, which is at
present the most influential factor in determining the currency supply, there is no
discernible relation whatever. .

I forbearat this time, in view of the many other important subjects which demand
attention during the present short session of Congress, to press these questions for
immediate action, but I can not refrain from inviting the attention of Senators and
Representatives to a careful consideration of the matters thus suggested. In the act
of March 14 a forward step was taken, to the great benefit of all our material inter-
ests. Nothing should prevent timely and well-considered amendments where nec-
essary to solidify and complete the work so well inaugurated.

L. J. GAGE, Secretary.
To the SPEAKER OF THE HOUSE OF REPRESENTATIVES.

KNOX’S HISTORY OF BANKING IN THE UNITED STATES.
OPINIONS A8 TO THE MERITS OF THE WORK.

PHILADELPHIA EVENING BULLETIN : It covers everything needful to a com-
plete understanding of our monetary system from A to Z. The work is authorita-
tive in the highest degree, and as a permanent book of reference is invaluable.

BALTIMORE MORNING HERALD : It is brimful of the facts of the history of bank-
ing in this country, and is very likely to be the authority on the subject.

Souxpay STATES (New Orleans): A History of Banking in the United States by
the late John J. Knox is an exhaustive and exceedingly valuable work. * #* #
The work is finely printed. The high standing of its authorsand the splendid shape
in which they have put the material at their disposal make it quite certain that this
will remain for many generations the standard work of its kind.

InpiaNaPoLIs (Ind.) PrEss: Of the highest excellence and the greatest value is
A History of Banking in the United States, which has just been published by
Bradford Rhodes & Co., New York. * * * The whole work has been done with
the most painstaking zeal for completeness and accuracy ; and, in consequence
thereof, it is a masterpiece of financial history. The excellent matter has been
adequately presented in a handsome book, beautifully printed on fine paper and
illustrated with steel engravings of prominent American financiers.



A NEW BANK COMMISSIONER IN KANSAS.

Hon. Morton Albaugh, who has been tendered by Governor Stanley the Bank
Commissionership of the State of Kansas, and who has signified his willingness to-
accept, was born on a farm near Shoals, Indiana, February 10, 1862,

In 1888, at the age of twenty-one, he moved to Kansas, locating at Kingman, in
that State, which place
has been bis home dur-
ing his entire residence
in Kansas.

Since 1884 he has
been engaged in the
newspaper business.

For the past ten
years he has been an
extensive wheat grow-
er, operating on this
line in his own county.
Ever since he became
a citizen of Kaneas Mr.
Albaugh has been an
active participant in
public affairs, and for
several years has been
one of the noted citi-
zens of his State. -

In 1895 he was ap-
pointed by Governor
Morrill a member of the
Board of Charities of
Kansas, and was by
the board made its

chairman. He filled .

the exacting duties of
this position with credit
for two years.
During the State
HON. MORTON ALBAUGH. campaign of 1898 and
the National campaign
of 1900 he was chairman of the State Republican Committee, in both of which cam-
paigns his party was successful.

In February, 1899, he was appointed by the Comptroller of the Currency Receiver
of the First National Bank, of Emporia, Kansas, and he administered the affairs of
that trust with unusual skill and success.

While Mr. Albaugh has not been identified in any especial manner with the
banking interests of his State, those who know of his executive ability, his knowl-
edge of men and public affairs, and his high order of integrity, confidently predict
a full measure of success for him in the administration of the office of State Bank
Commissioner of Kansas, the duties of which he will assume about March 1, 1901.

Py



SOME DEFECTS IN THE NEW FINANCIAL LAW AND
SOME SUGGESTED CHANGES.

[8peech of Hon. Ebenezer J. Hill, of Connecticut, in the House of Representatives, De-
-cember 18, 1900.]

The President of the United States, in his annual message to Congress, says:

*It will be the duty, as 1 am sure it will be the disposition, of the Congrees to provide
whatever further legislation i8 needed to insure the continued parity under all condilions be-
tween our two forms of metallic money, silver and gold.”

The Secretary of the Treasury, referring to the act of March 14, 1800, says:

* Nevertheless, the measures referred to, prolific as they bave been in good results, will
yet need re-enforcement in some tmportant particulars. Thus as to the redemption fund pro-
vided for in said act, while the powers conferred upon the Secretary are probably ample to
-enable a zealous and watchful officer to fully protect the gold reserve, there appears to be
lacking suficient mandatory requirement to furnish complete confidence in the continued
parity, under all conditions, between our two forms of metallic money, silver and gold. Upon
this point further legislation may become desirable. 1n the act of March 14 a forward step
was taken, to the great benefit of all our material interests. Nothing should prevent timely

-and well-constdered amendments where necessary to solidify and complete the work so well
inaugurated.”

This language is advisory and recommendatory ; but on November 6 last the
American people, who make Presidents and Secretaries and Congressmen, in my

_Jjudgment, issued a peremptory order that the gold standard should be so firmly
and definitely established that it could not be overthrown either by the negligence
-or willful act of any man or Administration, but that it should continue as the basis
-of our financial system until the people themselves should declare for a reversal of the
policy just as emphatically as they have twice declared for its inauguration.

No higher duty devolves upon us than to heed that order and obey it now when
the prosperity of the country and Treasury conditions make it possible. Until this
48 done the many and deserving projects for the development of our banking sys-
tem, the upbuilding of our commerce, and the aggrandizement of the nation can
well afford to wait, for until the foundation of our financial system is firmly laid all
-of these other things will be but flimsy structures built on shifting sand.

I propose, as briefly as possible, to call attention to the defects in the act of March
14, 1900, entitled ‘‘An act to define and fix the standard of value and to maintain the
parity of all forms of money issued or coined by the United States,” and to attempt
to show what changes are necessary to perfect the measure so that it will do the
thing which its title indicates.

‘When the bill went from the House it made every obligation for the payment of
money in the United States, both public and private, payable in gold or in conform-
ity with the gold dollar as the standard unit of value. When it came back to the
House this was wholly eliminated, the silver dollar was continued as legal tender,
and gold redemption was only provided for United States notes and certain bonds,
provision for the issue of which was made in the bill itself, leaving all other out-
standing obligations, both public and private, and all future contracts not specifi-

-cally drawn as payable in gold dependent wholly upon the parity clause of the act,
-but preseribing no method and providing no means by which such parsty of gold and sil-
- wer could be masntasned.

As the law stands to-day, we have two classes of Government obligations, one
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payable in gold and one in coin, and all private obligations solvable by legal tender,
payable in either, or in paper promises to pay gold, in the shape of United States
notes.

As the law stands to-day, we have two forms of money, one gold and promises
to pay gold, the other legal-tender silver, redeemable in itself, exchangeable at the
demand of the bholder in nothing, dependent for its parity with gold upon its use by
the people and its receivability at the custom houses; in other words, nearly six
hundred millions of silver promises to pay money good only for domestic use and
dependent for their value here upon the continued prosperity of the people and the
continuance in power of a political party which will not increase the quantity, and
thus destroy their usefulness as a stable medium of exchange.

I submit that it is unworthy of this great nation, that it is beneath the dignity of
76,000,000 of the richest, the most intelligent and progressive people on earth to per-
mit the issue of a single dollar of full legal-tender money which is not ezckangeabls
on demand at any time for any other legal-tender dollar which it may cosn or tssue, and
I declare my firm belief that the rank and standing of this nation as a world power
among the other powers of the world is more clearly marked and fixed by the char-
acter of the money by which its commerce is carried on at home and abroad than it
is by the size of its armies and the strength of its fleets.

As the bill went from the House, while it provided no specific reserve fund for
the redemption of silver dollars, it did authorize the Secretary of the Treasury to
use the gold reserve to maintain their parity by exchanging them for gold, and for
the continued maintenance of that fund to issue bonds at his discretion. When the
bill came back the exchangeability clause was wholly gone, the gold-reserve fund lim-
ited to the redemption of United States notes, and the bond power limited to this
purpose only. That this is the clear intent as well as the language of the law is
shown by the declaration of a Senator in explanation of the bill. He said :

*“The commltteé believe that under these conditions, or in fact under any which are likely
to arise, there will be no difficulty in maintaining a parity without directing the S8ecretary to
exchange silver dollars for gold at the demand of the holder of the silver. They belleve, in

fact, that no public interests will be served by the adoption of a legislative provision forsuch
an exchange."

And then follows this remarkable sentence :

* To make all our silver currency a direct charge upon the gold reserve might imperil at
a oritical time the sufficiency of that fund. We fear it would serve as an invitation for un-
friendly drafts upon the Treasury resources.”

I submit that the very reason given by the distinguished Senator for refusing to
allow our immense volume of legal-tender silver to be a burden upon the gold re-
serve is the best possible one which can be given why some provision should have
been made for the maintenance of its parity.

The discussion showed that it is the intent of the bill to accomplish this by use
and by use only. There can be no mistake about this. It was not, as intimated in
an able editorial in the ‘“ Washington Post” on December 9, a misunderstanding of
the effect of the law, or, as was frequently suggested during the last campaign, &
purpose to keep the question open for political effect, but it was an honest belief in
the wisdom of the course deliberately taken.

Said another Senator :

“We have not provided here for the exchange of silver notes for gold. We have not
made that provision because the committee think it wholly unnecessary, and unwise as well.”™

I lay down the broad proposition that parity can not be maintained between the
two metals except by exchangeability at the will of the holder, when both are afull
legal tender, and that no nation on the globe engaged in foreign trade ever has main-
tained silver at parity witb gold at any fixed ratio for any length of time where ex-
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changeability was refused as a clear and understood policy of government. Of
course, ] do not include any country where silver is used only as subsidiary coin or
change money and where the quantity is so limited that the daily requirements of
the people under all conditions hc¢ld the entire amount in constant use, so that it
could not be presented either for public dues or for redemption ; but I do mean every
nation where silver is used as a general medium of excbange and for trade purposes.
I do not mean a country like Great Britain, where gold is the circulating medium,
with a per capita of $11.50, and silver is only change money, with a per capita of
$32.78, and where no small bank notes are issued. Under such circumstances the sil-
ver is token money only, and tin money would do as well. But even there silver is
a limited tender. I do refer to France, where silver coinage is limited under the
agreements of the Latin Union, and where parity is maintained by exchangeability ,
through the Bank of France, and where silver is thirty per cent. of the general mon-
etary stock, and where, in the past eleven years, the Bank of France has thought it
wise to nearly double its -holdings of gold and to largely reduce its silver stock. I
refer to Germany, which, in 1878, when it adopted the gold standard, had a per cap-
ita of silver of $7.47. Three years later its federal council was authorized to reduce
the legal-tender silver to subsidiary coin, but instead of doing it sold it down to one-
half of its former volume, and, still unable to keep a per capita of only $3.98 in cir-
culation, have this very year legislated for its gradual recoinage into subsidiary coin.

MR. LoverIiNG : Is it not true that a very large percentage of the subsidiary
coinage is some other metal than silver ?

Mgr. HrL : Yes, probably ; of course, the gentleman refers to the nickel.

If Germany, with only twenty per cent. of its monetary stock in silver, has been
compelled to take this course, what hope have we of carrying 8814 per cent. and
maintaining its parity, wholly unsupported by the gold reserve and with no part of
the burden placed upon the banks, as is done in France and Germany ? Indeed, with
us the very reverse is true, for with any slackening of business here, the whole effort
of the banks will be to force the silver certiflcates back upon the Treasury and thus
make room for their own circulation.

But if it is true that use without exchangeability will maintain full legal tender
silver at parity when circulating concurrently with gold, it must be true that use
will so maintain it when it is the sole currency of a country, and here we have a
striking illustration of the utter falsity of the proposition.

I cite the case of Porto Rico. It isa little country, but so far as its money sys-
tem was concerned, it was a little world by itself. Up to 1885 its currency was the
Mexican dollar, with free right on the part of its people to import or export it at
will. In 1885 the fall of silver depreciated the value of the Mexican dollar and the
government, believing that its parity could be maintained by use if the quantity was
limited, forbade any further importation of it, and so ran on to 1890. It continued
to fall in value. In 1891 it was worth eighty cents; in 1892, seventy-seven cents ;
in 1898, seventy-three cents ; in 1894, sixty-five cents ; in 1895, fifty-nine cents, and
the necessities of the island had proportionately risen in price. The theory that
parity could be maintained by use had utterly failed, and every adjustment of trade
balances with other nations only emphasized that fact.

- * * * * * * * * * *

The Porto Rican Government then concluded that they would have a currency
of their own, which would not be affected by the value of silver in the outside world,
but which, exactly adjusted to the needs of trade among their own people, would
thus maintain its parity by use. 8o they gathered in the Mexican dollars at ninety-
five cents each, and coined from these the Porto Rican peso, or dollar, with less sil-
ver in it, and issued them at a dollar a piece in lieu of the Mexicans, which had all
been withdrawn. It wasa full legal tender, redeemable in nothing, exchangeable
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for nothing, exactly adjusted to the wants of the trade, for when the island would
absorb no more the undistributed balance was sent back to Spain, and free coinage
was not permitted ; and so every element which could enter into the problem of
maintenance of parity by use existed in & marked degree. There was one thing,
however, which they did not do. They did not build a fence around the island and
stop the import and export of commodities, and everything which went out or came
in just as truly marked the value of the money there as if it had been gold, for the
commercial world was doing business with gold as the measure of values. Instead
of equaling a dollar in gold in purchasing power among their own people, it started
off in 1896 at 6414 cents, fell in 1897 to fifty-nine cents, and when the American oc-
cupation came in 1898 went to forty-two cents, its bullion value, and in just three
years the curtain was rung down on the farce of maintenance of parity by use. The
illustration is all the more striking when we remember that in two out of three of
these years the balance of trade with the world has been in favor of Porto Rico.
‘With unexampled generosity and at great loss to itself the United States is now tak-
ing in this money at sixty cents on the dollar, this being its average circulation value
during its three years’ life, and so as fair as anything could be to debtor and creditor
alike.

If the papers report correctly, that the American commission in the Philippine
Islands is putting a ten per cent. export tax on Mexican dollars, the reverse of the
experiment is now to be tried. Porto Ricans in Porto Rico tried to maintain the
value of their silver coinage by stopping its increase. Americans in the Philippines
try to prevent the Mexican dollar from an appreciation in value by stopping its ex-
port. One attempt proved a failure and the other will, and the producers of the
exportable commodities of the Philippines will pay the cost of the experiment.

But it is said we are on a gold basis and that the act of March 14 makes it the
duty of the Secretary of the Treasury to maintain the parity of the silver dollar. I
admit that legally we have the gold standard, but its maintenance is a question of
conditions as well as of law. Laws do not enforce themselves.

Other nations in Europe and South America measure values with gold and pay
with silver and irredeemable paper. Now, I deny that there is any power given
under the act of March 14 to maintain the parity of the silver dollar, but claim that
the powers which Secretary Carlisle had under the resumption act, and which he
exercised in 1898 to sell bonds for gold, are actually nullified by the act of March 14,
and that the powers therein conferred are not only limited and restricted to the re-
demption of the United States notes alone, but that the authority given under the
new law is less than that previously held under the old one.

Let me quote agaln from a distinguished Senator’s explanation of the bill. Re-
ferring to the Secretary’s power to issue bonds to maintain greenback redemption,
he says:

*Therefore this power is only a limitation and not an extension of the power which he
now has. Itis a power which requires him, under these provisions, first to exhaust other
means and methods before he resorts to the extraordinary method of selling bonds for the
pupose of maintaining redemption of these notes. 8o whois there on either side of this Cham-
ber who can criticise this limited power compared to the power now on our statute books ?
1 do not see how any one can criticise this power adversely in view of the existing law, which
gives the Secretary unlimited power for a like purpose.*

Mg. HENRY, of Connecticut : Does my colleague undertake to say that the Sec-
retary of the Treasury would not have this power——

MR. HiLL: The power to maintain the parity of the two metals ?

MR. HENRY, of Connecticut: Yes, sir.

MRr. HrLL : He has neither the power nor the means under this new law. He
must exhaust the greenbacks and the gold and the current funds of the Treasury be-
fore he can issue a bond ; and when he issues bonds the proceeds can only be ap-




DEFEOTS IN THE NEW FINANCIAL LAW. 97 .

plied to the redemption of greenbacks and not to the maintenance of the parity of
diver with gold. If the gentleman will refer to the law, he will see that I am ab-
wiutely right about this matter.
Mz. HERRY, of Connecticut : I am not challenging the gentleman’s statement.
Me. HrL : I am aware that it has been claimed that under the present law the
Becretary can sell bonds for gold, that with this gold he can redeem greenbacks, and
that under the power implied in the phrase *‘for any lawful purpose’ he can ex-
change those greenbacks for silver, and so maintain its parity. The law does not so
read, for it specifically provides that bon:s can only be issued for the maintenance of
the greenback redemption fund, and both gold and greenbacks in the current funds
of the Treasury must be exhausted before the right to issue bonds is available.

The test of the law has not yet come. To-day the balance of trade is enormously
in our favor ; our revenues are largely in excess of our expenditures, and a river of
gold is flowing in upon us. You have but to turn the current the other way to show
the weakness of our position and demonstrate the inadequacy of the law to main-
tain the parity of our two forms of money.

When the bill went from the House it gave discretionary power to the Secretary
of the Treagury to coin the bullion in the Treasury into subsidiary coin and concur-
rently retire the Treasury notes, and thus relieve the gold reserve of the' burden of
their redemption. As the law now is, after coining about twenty millions of sub-
sidiary the balance is made into full legal-tender dollars, and nearly forty millions of
additional liability created by the coinage of the seigniorage. And this notwith-
standing the fact that every ounce of that bullion could have been coined into change
money and absorbed by our own people, with no probability of its ever being a bur.
den upon the Treasury of the nation. Unless the law is changed in this respect, the
time will soon come when we shall have to buy more mlver to meet an urgent and
pressing demand for small coin.

The truth is that for twenty-two years this country has been engaged in wild and
reckless financial experiments, and now when we come to face the results of our own
folly we have not the courage to retrace our steps.

‘We will soon have nearly six hundred millions of legal-tender silver outstanding,
full half of which will be shrinkage and promise, and nothing else. Do not pru-
dence and wisdom, and even common honesty, demand that we throw around this
the same guaranties and give it the same redemption privileges as have been pro-
vided for the greenback currency, and meanwhile reduce the volume by a gradual
change to subsidiary coin ?

THE GREENBACKS A MENACE.

But there is another feature of our currency system which is sure to prove no
less dangerous to the maintenance of the gold standard than the immense volume of
silver, and that is the greenback or United States note.

Neverin the experience of this generation, at least, has there been any object
lesson in finance which has so impressed itself upon the minds of our people as that
Process of repeated greenback redemption, which has been most fittingly described
a3 ‘‘ the endless chain,” by which, under the compulsory-reissue law, and in & time
of deficient revenues, a small volume of greenbacks was kept in continual operation
drawing gold from the Treasury.

Again and again the President of the United States has recommended to Con-
gress that when a greenback was once redeemed in gold it should not be paid out
again until gold was redeposited for it ; thus, under what was termed the impound-
ing process, practically making legal-tender gold certificates of them.

There is not a school boy in the United States who has ever read the President’s
recommendation but that knows that the purpose was to break the endless chain by

7

e A ———



. 98 THE BANKERS' MAGAZINE.

holding the redeemed greenback until gold came in by voluntary deposit to take its
place, so that never again should this great Government be compelled to bawk its
bonds before bankers’ syndicates to secure the gold to maintain its honor and credit.

Has the endless chain been broken and the possibility of the drainage of the
Treasury gold been stopped ¢ By no means; but, on the contrary, it is made the
duty of the Treasury itself to procure the gold by exchange or purchase or bond
issue, and then the compulsory reissue law is re-enacted in expressand specific terms.

I am aware that fifty millions of greenbacks can be redeemed and held in the re-
demption fund, but when that limit has been reached, the mill begins to grind again
and the ‘‘ endless chain ” to revolve.

Here is the danger as it was in 1898. It is true that we have vastly more gold in
the Treasury than we had then, but it is also true that through its demand notes the
United States stands before all the world offering gold to anyone who wants it, with-
out any power to control the demand by interest rates as the banks of Europe do.
The difference between what is and what was sntended to be can be clearly shown.

The Treasury has outstanding to-day more than two hundred and fifty millions
of gold certificates, and if every dollar of them was presented for payment to-mor-
row morning it would disturb nothing but the equanimity of the Treasury clerks
who would have to count out the gold. But the presentation of a like amount of
greenbacks for gold would shake the financial world.

Now, I do not believe that the conditions of 1898 are soon, if ever, to be repeated
in this country ; but that panic was caused by presentation of greenbacks for gold
at the Treasury, under the belief that with insufficient revenues and an excessive and
increasing volume of depreciating silver gold redemption would soon cease and silver
take its place.

Every dollar of greenbacks which was outstanding then is outstanding now, and
our volume of silver is being increased about forty millions by the coinage of the
seigniorage.

To-day our revenues are large, and the balance of trade with other nations is
enormously in our favor. What ought we as prudent men to do? Drift on in confi-
dence that to day’s conditions will never change, or so act now that, in the language
of the President, we shall ‘‘tnsure the continued parity under all conditions between
our two forms of metallic money, silver and gold.”

I do not propose to go into a demonstration of the false economy of the green-
back system. It has been shown over and over again that they have been in the past
and are to-day costing the country millions upon millions more than any saving
made, by being practically a loan without interest. Even if it were true that
the system was a financial benefit to the country, the vicious ohject lesson in fiatism
which it is continually presenting to the people would more than offset any advant-
age gained. But above and beyond that is the greater objection that they make our
whole monetary system dependent upon the prosperity of the country and the suffi-
ciency of governmental revenues, when, as a matter of fact, there should be no rela-
tion between them and under any proper relations would not be. Does anyone sup-
pose for a moment that a shortage of revenue in Great Britain, no matter how long
continued, would in any way affect the validity and soundness of the gold and silver
money of Great Britain ?

‘Why should we longer tolerate a system which is strongest when not needed and
weakest when reliance is to be put upon it ? Prudence, economy, the experience of
other nations, and still more bitter experience of our own, demand that behind every
dollar of this paper money should be a dollar in gold ; and if by some magic power
every greenback could be called in and a legal-tender gold certificate issued in lieu
thereof to-morrow, I believe every business man and bank and commercial organiza-
tion, and the Treasury Department itself, would thank God and take courage for the
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future which awaits us. Well, why walt for the magician’s wand, when the plain
<ommon sense of the American people can be infinitely better relied on ?

Where is the business man that, with a demand note and a secured loan on long
time and at an extremely low rate of interest, both outstanding, would strip himself
of funds to take up in advance the long-time paper and permit the other to remain
a8 8 perpetual menace to his solvency ¢ And yet this is what the Government is
doing, for the sole reason that it has no other way of using its surplus revenue.

I have no doubt that the present redemption fund, together with the surplus of
the fiscal years of 1801 and 1902, would be sufficient to enable the Treasury to trans-
fer every United States note into a gold certificate and do away with the burdensome
and dangerous greenback system and forever break the ‘‘endless chain.”

There is another reason why this should be done, and that is for its effect upon
the silver and silver certificate. When the demand for gold comes, as come it surely
will, it will first manifest itself by the presentation of greenbacks for redemption,
and not, as indicated in the debates in the other House, by the cashing of gold cer-
tificates. The gold represented by certificates, though nominally held by the Treas-
ury, is actually owned by the holders of the certificates, consisting largely of banks
and other financial institutions. Human nature is much the same there as elsewhere,
and the Treasury gold rather than their own will be the first drawn upon. That this
is true is shown by the fact that in the nine months since March 14, 1900, thirty-two
millions of greenbacks and Treasury notes have been redeemed in gold, and yet in
the same time gold certificates have been increased by $45,000,000.

With the greenback out of the way, the natural tendency would be to use the
gold certificates held in the bank reserves and by moneyed institutions on which to
draw gold rather than to gather up small silver certificates, even if they were
exchangeable for gold, and present them for that purpose. Indeed, if the greenbacks
were changed into the gold certificates of large denominations it is doubtful if silver
or silver certificates could be gathered together in sufficient quantities to produce
any strain upon the Treasury, even if they were exchangeable for gold, so that
making such exchange compulsory would, under these circumstances, be largely a
matter of sentiment. ’

* * * * * * * * * *

The act of March 14, 1900, was a long step forward toward a sound currency in
this country. Its declaration for the gold dollar as our standard unit of value alone
justified its enactment. For the first time in our history it put gold into a bond as a
means of payment, and thereby lowered the interest rate. It strengthened the green-
back redemption fund and provided for its maintenance. It loosened the rigid
restrictions upon our National banking system, but it did not repeal the compulsory
reissuc law of greenbacks, st did not break the ‘‘endless chain,” and ¢t did not provide
any means for masntasning the parity of the silver dollars or arrange for the reduc-
tion of their ezcessive volume. ' Until these things are done the permanency of the gold
standard is not assured and the will of the American people has not been met by
their Representatives in Congress.

ProPosED CHANGES IN THE LAw.

Now, what are the remedies for this condition?

I veoture to suggest something in the line of the following as perhaps worthy of
some consideration as & basis for our action :

First. Whenever greenbacks are redeemed in gold they shall not be reissued, but
ghall be cancelled, and when the gold has been secured, either by redeposit or under
the provisions of the present law, legal-tender gold certificates in like amount shall
be issued in lieu thereof. All gold certificates should be made a legal tender. The
provisions of the present law for the maintenance of the gold redemption fund should
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be made to apply to keeping it at the same relative proportion to the remaining
greenbacks which it now bears to their present volume.

Second. The silver bullion in the Treasury and enough of the legal-tender silver
dollars to meet the requirements of the people should be recoined into subsidiary
cgin l;ml?l all surplus legal-tender silver made exchangeable for gold at the will of
the holder.

If this is done, the burden of greenback redemption will be thrown off and of
maintenance of silver parity greatly lessened.

If England needs $3 per ea(i)lta of change money and Germany $3.50 per capita,
we can float a like amount, and that means two hundred and seventy millions instead
of one hundred, as now provided.

The coinage of the Treasury bullion into subsidiary coin has been earnestly
recommended by the Treasury for a long time, and the Committee on Coinage
has reported favorably upon it for the past two sessions.

Mr. Chairman, other gentlemen may bave better and far more effective plans for
strengthening the gold-standard law. The President of the United States and the
Secretary of the Treasury recommend some action at this session of Congress. The
New York Chamber of Commerce, on December 8, declared as follows :

Chamber of Commerce of the State of New York. Founded A. D. lm.l

t the monthly meeting of the Chamber of Commerce, held Thursday, mber 6, 1800,
the following preamble and resolutions, reported by its committee on finance and currency,
were unanimousl ado&)ted:

eas, the President of the United States in his annual message has expressed the hogg

and the wish that Congress will provide whatever further legislation is needed to insure t|
co‘{c'l;muedd parity, under all conditions, between our two forms of metallic money, silver and
gold: an

W hereas, in the various discussions relating to the gold standard, made durlnajthe late
Presidential campaign, it became evident that the action of Congress fn h of this Ye&r
declaring for the gold standard, and providing for the redemption or payment in gold of
United States notes and Treasury notes, made no provision for making as good as gold the
silver currency of the country ; and owing to this fact, grave fears were entertained lest the
aocession to administration of a party committed to the tree coin: of silver might be
followed by an attemst to force the country upon a silver basis in advance of any Jegisla-
tion to that effect: an

W hereas, we are counfident that the mercantile interests of the nation, as well as the
interests of every individual, and particularly wage-earners, demand that the gold standard
shall continue and be known to be permanently established as the basis of our currency sys-
tem, and believe it to be a grave necessity that the matter should now be eliminated from
partisan discussion by the passage of suitable legislation at the present short session of Con-
gres%when no election is pending or near at hand to be considered ;: and

hereas, the recent election has shown conclusively thut the majority of the people of
this country are in favor of the maintenance of the %old standard and a sound currency: and

W hereas, we believe prompt action on the part of Con, 8 {0 remove any gueaﬂon of
doubt as to the right to substitute silver for gold will be hailed with satisfaction by the
people, and add another strong link to the confidence which now exists throughout the
nation: Therefore be it

Resolved, That the Chamber of Commerce of the State of New York respectfull uest
and urge u])on Congress the vital importance of adopting at the present session a bill author-
izing and directing the Secretary of the Treasury to exchange gold coin for any other money
issued or coined by the United States whenever it may be necessary to do so.

Resolved, That a copy of the forefoln% preamble and resolution be sent to the President
of the United States, the members of his Cabinet, and to each member of the Senate and the
House of Representatives. MorRis K. JesUP, President.

Attest: GEORGE WILSON, Secretary.

NEw YORK, December 8, 1900.

‘What are we going to do about it? Other measures are 1{)resait:s for right of way.
Subsidies, ship canals, irrigation schemes, armies, and fleets, all putting greater
burdens upon the people and involving the Government in greater obligations, and
no man can guess the ultimate cost. Along with these comes an urgent demand for
reduced taxation, and no man can estimate accurately the net income remaining.

Is it not wise, is it not prudent, to establish our currency system beyond the
possibility of failure before we subject it to the test which surely awaits it? But
this test is one for which we alone are responsible. There will be another which
will come from without.

Our rivals to-day in the race for the industrial supremacy of the world are Great
Britain and Germany. One is already in condition and the other preparing for the
greatest contest which the world bas ever seen. It will be one which will tax all
of our energy, all of our resources, all of our strength. ‘We can and will win, but
to do it we must meet the enemy on his own battle ground with equal weapons, and
at the same time be impregnable to attack at home.

The world’s best money is none too good with which to fight the world.



CAN BANK DEFALCATIONS BE PREVENTED?

In the attempt to answer this question the writer desires, at the outset, to say
that after every known precaution has been taken against defalcations, a shrewd
thief will find a way to cover up his method of stealing for a shorter or longer period,
according to his ability. It would, therefore, be folly to assert that defalcations can
be made impossible. .

It is the purpose of the writer to call attention to the open doors for defalcations
that now exist in some banks and to show why and how these doors should be closed,
thus making peculation more difficult and less frequent.

Perhaps the most fatal mistake which the officials of a bank make is that of over-
confidence in the honesty of their employees.

It is absolutely essential that those in charge of the bank’s funds should be trusted,
but that does not signify that no precautions should be taken against defalcations.
Lack of precaution opens the door and makes it easy for one, who is inclined, to
steal.
It is clearly the duty of the officials of every bank to bond their employees in
some strong surety company, and not require the clerk or officer to furnish a personal
surety, which has so often proved to be of no value. Surety companies know no
mercy and the possible defaulter is often deterred from stealing because of his knowl-
edge of that fact. There are quite a number of banks which have not adopted this
precaution. All well managed banks bond their employees as a wise precautionary
measure.

FauvLty SysTEMS OF BOOKKEEPING.

Another reason for defalcations is found in the faulty systems of bookkeeping
which some banks use. They have a system which THEY consider good and they
will not adopt any new ideas. They have done business at the old stand, in the same
old way for many years, and when improvements are suggested they reply, * Oh,
we get along all right; we are satisfled with our system.” Some of them have
learned when too late that their ‘‘ good-enough-for-us” system has been good enough
for some one in their employ to rob them of thousands of dollars while they were
taking comfort in their easy way of running the bank.

Recent defalcations have caused many bank officers to look into their methods of
bookkeeping, resulting in changes that will make defalcations far more difficult and
less frequent. A good system of books contains a check against every known
opportunity for stealing. Such a system every bank should have. A bank that
fails in this respect is defective.

Each State should enact laws giving its Commissioner of Banking power to
require banks doing business under State charters to adopt every known precaution
against possible defalcations, and Congress should enlarge the powers of the Comp-
troller of the Currency in this direction, so that he could compel National banks to
repair any defects which he may find in their systems.

PROPER COMPENSATION OF EMPLOYEES.

Again, many banks make the mistake of underpaying their employees. The
writer is acquainted with many Cashiers and clerks, who hold responsible positions,
who are paid but little more than a motorman. . It is impossible for some of these
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men to pay family expenses and save any money, and the temptation to steal is con-
stantly before them. At this point some men have faltered and fallen. The direct-
ors of a bank have a duty to perform to the clerks and officers as well as to the
stockholders. Too often, in the desire to pay large dividends and to make a big
showing of profits, they overlook their duty to their employees. This should not
be. A bank that is well managed takes care of both stockholders and employees.
Pay a man well and he will work with a will. Poor pay works destruction.

‘DuTiEs oF OFFICERS AND DIRECTORS.

Again, careless management on the part of the directors or executive officers or
both has been the cause of some defalcations. The directors of the bank, by a
committee, should make one or more careful examinations of the banks affairs each
year. They should count the cash, make a total of the loans and discounts and see
that the notes are genuine, and check up the securities to see if they are correct as
stated by the general ledgers,and verify the bank balances on both sides of the
bank’s statement. This committee should check up all large balances on the indi-
vidual ledger. They should also inform themselves as to the character and habits
of their employees and embody their findings on these points in their reports to the
board. One thorough examination each year is far better than a greater number of
superficial examinations. Nearly all banks are weak at this point, and defaulters
have taken advantage of this weakness to work their pet schemes.

In the handling of trust funds there ought not to be any carelessness on the part
of those entrusted with their care, and it is the solemn duty of the directors of a
bank to inquire into and know for themselves exactly how the bank is managed, and
if they find careless management on the part of the executive officers, or a poor sys-
tem of books, they should use the authority vested in them to correct these matters
so that defalcativns may not be encouraged, but made difficult, if not impossible.
Depositors and stockholders of a bank have a right to insist that the men who occupy
the positions of directors shall be more than mere figureheads. They should be
directors in fact as well as in name.

It is no infrequent thing to read in the public prints an account of a defalcation
in a bank, and the public mind is shocked to learn that many defaulters are able to
carry on their stealing for years without detection. To the outsider it is a matter
of wonder how, if a bank is properly managed, it is possible for such a thing to exist.

There is a large amount of responsibility resting upon the directors of a bank
that is in some banks not met at all aiid in many cases it is shifted to the shoulders
of some one else. It is hoped the day is not far distant when directors will direct
and officers will adopt every precaution against defalcations, thus making them of
infrequent occurrence.

The writer has endeavored to poiat out some of the reasons for defalcations and
how they may be prevented. It should be borne in mind that many men with
keen intellects never rise higher than a clerkship. In many banks there are as
bright men among the clerks as can be found among the officers, and it is a notice-
able fact that defaulters are to be found among the bright men, and so if defalcations
are to be prevented it follows that the men who direct the affairs of the bank shall
be wide awake to the importance of closing every open door and making it as diffi-
cult as possible for any new doors to be opened.

‘WiLLiaAM HowARD BRYAN,
National Bank Ezaminer.
NEW YORK, January 2, 1901,



THE AMERICAN BANKERS’' ASSOCIATION.

SOME RECENT TENDENCIES IN ITS MANAGEMENT.

To one who has generally been present from the first Lo the last meeting of the
American Bankers’ Association and who appreciates the benefits derived therefrom,
and realizes the good work done, with the expectation of its continuance, there seems
to be an unfortunate drifting away from the legitimate objects for which the asso-
ciation was organized. .

The purposes of the association were clearly expressed in the presentation of its
constitution by the following declaration :

*In order to promote the general welfare and usefulness of banks and banking institu-
tions, and to secure uniformity of action, together with the practical benefits to be derived
from personal acquaintance, and from the discussion of subjects of importance to the com-
mercial and banking interests of the country; and especially in order to secure the proper
consideration of questions regarding the financial and commercial usages, customs and laws
which affect the vanking interests of the entire country, we have to submit the following
constitution and by-laws for the American Bankers' Association.”

It is because of the marked departure from these premises as laid down, that with
the best intention and kindliest motive, the writer frankly ventures to mention some
of the changes which have gradually taken place, and questions whether it is in the
right direction for the ultimate good of the association and the influence that such a
body should exert.

In contrast with the declaration made, and the work of the earlier conventions, is
the manifest disposition of a comparative few to make up the slate—**fix things ”
as the active secretary terms it, for the nominations—practically the election of
officers—the advisable course ?

In politics it is expected that those in office will endeavor to keep there, or that
their party friends at least shall have places of profit and honor, to the exclusion of
the opposition ; delegates from the local caucus up to the national conventions are
selected for this purpose—that's what they are there for ; but a convention of bank-
ers, assembled for the purposes declared, where every member is a delegate and
entitled to equal ¥oice, is there need for coaching, button-holing, lining-up or special
exertion on the part of any one to commit another to favor any preconcerted plan
for securing the election of any particular person, this for the simple honor conferred ?
I think not.

Honorable as a position may be, its value is materially lessened when sought and
obtained through personal solicitation, or the undue influence of officials whose
duties are not in that direction.

It is safe to say that both at Cleveland and Richmond more interest was shown in
the choice of candidates for office than any other subject presented for consideration.

From the date of the St. Louis convention this has been more and more disclosed
each succeeding year, and such a condition of affairs largely detracts from the legiti-
mate business for which the meetings are held. With the increased and capable
membership, there should be no direct continuance in office, other than by promo-
tion, and even the usual custom of moving up the vice-president int ) the presidency
is sometimes not for the best interests of the association. A fair distribution of the
honors should be made with due reference to locality, keeping in mind always the
fitness of men for the positions to which they are called.
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Open nominations for the principal offices, viz.: president, vice-president and
the members of the executive council chosen by the convention, would be more
democratic than the present method of nominations by a committee. Nothing
should be done in a corner. Under a simple order of procedure as customary in
deliberative bodies, let the roll of States be called for nominations, and then at the
proper time vote for these several nominees by ballot. This plan would take but
little time ; would take away the business of the advance ** slate-maker,” remove
every vestige of objection to the methods of electing officers, and allow delegates
their undoubted right of having a voice in the matter.

The American Bankers’ Association is not a political organization, nor a herd of
office-seekers, and it were better that the office should seek the man. More work
for measures and less for men would surely add to the profit of the association.

Another question. The limited time of the annual conventions is none too long
for the deliberate discussion of the important topics presented ; there are but few
whose experience and views are not worth knowing, and none too old to learn.
Were there but one or two special addresses and more of open discussion, it would
more instruct and better satisfy a majority of members.

It was evident at Richmond that had a reasonable time been given for the discus-
sion of some of the measures proposed and hastily disposed of, it might have changed
the result. The haste shown in changing the constitution may be cited as an exam-
ple. Had time been given to express the views of members, it is thought that a
majority would have preferred that each State having a State association should
nominate its own members of the executive council, thus giving all a representation
in that body, which would then consist of a8 many members as there may be organ-
ized State associations. Such a system would but slightly increase the membership
of the council, and do away with the objectionable features here criticised.

As the constitution now stands, the elections are an object of too much strife,
and not a little dissatisfaction is caused thereby.

Another drift is that along the current of social entertainments. Pride of loca-
tion and desire to do no less than others have done in this direction prompt the
local fraternity to entertain the guests with too liberal hospitality ; too much has
been done, perbaps too much expected, unless the association bears the entire
expense. For some time past the executive council has appropriated a considerable
amount each year toward the entertainment expenses, the local committee at the
city where the convention is held paying the balance.

‘While all appreciate the cordial greeting and are grateful for the good cheer
extended and pleasure derived from this service, it well may be asked whether the
annual meetings are not held more for pleasure than the originally intended profit,
and whether, as an institution of business men, its proceedings are not now looked
upon as of less importance than heretofore. We are told that the social feature
draws many into membership, increases the attendance and the funds, and popular-
izes the association generally. With some it may, but the protective and instructive
benefils are pre-eminently more important, and add much more to the value of mem-
bership, than all the entertainments so lavishly provided.

The quality of the proceedings is quite as important as the quantity of members
in the conventions. Some spice improves the flavor of substantial food, as some
recreation better fits one for work ; so there should be a medium, with a sense of
propriety in the action of the association, if it expects to maintain a dignified stand-
ing as a deliberate body of experienced financiers, and command the respect and
influence it ought. ’

Finally, should it not more closely adhere to its declared purpose ?

MADISON, Wis., Dec. 24, 1900. N. B. VAN SLYKE.



THE EDUCATIONAL MOVEMENT AMONG BANK
CLERKS.

WHAT IS BEING DONE IN SAINT LOUIS.

Editor Bamkers' Magazine :

Sme: Your valuable publication has recently allotted unusually much space to
the subject of providing for the better education of bank clerks. Although the idea
itself has for a long time been recognized as of importance, it is only recently that
definite moves are being made toward crystallizing and reducing it from theoretical
flights of fancy to a well defined, tangible proposition. The proceedings of the
American Bankers’ Association at its late meeting in Richmond have served to bring
us near a practical solution of this question, and the valuable work of the committee
on education, reported fully in print and distributed broadcast, cannot be praised
too highly.

The subject has already been so ably stated in your columns that it may appear
unnecessary to add anything further, unless something strikingly new can be sug-
gested. While this would be quite beyond my scope, I feel that possibly 4 simple
statement from the quarter interested, I mean the vast army of American bank
clerks, would find some attention. Everything said heretofore came from the pens
of our most eminent bankers, men who have probably many years ago graduated
from the ranks, and when in service there were laboring under decidedly different
circumstances. Not that their efforts are for that reason less appreciated ; but on
the contrary great credit is due them for considering the matter.

‘We have in this country an excellent example in the work done by the Minnea-

polis bank clerks, as will readily be seen by referring to the committee’s report.
‘Why should not others be in a position to do likewise, organize those at work in the
financial institutions of our cities and afford them an opportunity to learn what
otherwise, by individual effort, would be a mere piecemeal atlempt at gaining
knowledge?
" This is the way a small group of St. Louis bank clerks argued. The results of
such an undertaking could be figured out with almost mathematical precision, and
8o work was commenced and after much soliciting and corresponding the Bank
Clerks’ Economic Society of 8t. Louis exists to-day, regularly organized with a total
membership of 100.

To show the good will and intentions, the second section of the society’s consti-
tution was worded as follows: ¢ Its primary object shall be the educational
advancement of the members in such branches of law and science as appertain to the
business of banking ; such object to be accomplished either independently, in co-
operation with the American Bankers’ Association or such others as may design
plans for the same purposes.”

In other words, we are simply preparing the ground for the good work of the
committee on education. While at present perfectly organized in every respect, the
moment the American Bankers’ Association is ready to propose definite plans,
the society intends to adopt them.

Many suggestions have been made regarding the administration of this St. Louis
organization, and at the insiance of Mr. G. W. Garrels, President of the Franklin
Bank, the following course has been decided upon.



108 THE BANKERS® MAGAZINE

Regular meetings are 10 be beld every two weeks, and a systematic courte on
commercial law under the instruction of an experienced attorney will be taken. It
is not the intention to make a lecture course as ordinarily understood out of this,
As has been pointed out before, a lecture pure and simple does not give the individ-
ual an opportunity to assert his views, and the fundamental principle of all educa-
tional schemes like this one is to preserve and develop individuality and prevent the
man from becoming a mere machine.

As outlined at present the evening will be divided as follows : First a half-hour
or so spent in listening to the instructor’s remarks on the subject matter at hand.
To follow that, quizzing and arguing under the rules of debate, and possibly the
deliverance of a discourse prepared in advance by an active member of the society ;
and lastly, the arranging of a set of questions to be worked out for the following
meeting.

The above is to constitute the regular programme. Aside from this it is intended
to arrange for a series of addresses by prominent financiers and business men on
various topics of interest to bank employees. No doubt but little dificulty will be
experienced in this direction.

Examinations will probably not be a feature. While theoretically they may be
well to the point, the difference between individual members so far as general
education is concerned, as well as the varying intellectual scope, would be apt to
work hardships. The supposition is that these flnancial *‘ students” are entering
the society voluntarily, hence their good intentions alone should be respected. Every
one will make such progress as his ambition and time permit, and if there should
be any who failed to take full advantage of all the opportunities presented, the
damage would revert to them.

On the other hand. close attention and intelligent work would of their own accord
become evident, and after all we must not expect, for a while at least, that a written
examination taken with high honors in & more or less experimental school will admit
the graduate to the lucrative positions in our banks. While such a civil-service
course would be desirable, at present it does not appear to be practicable.

Evidently this question of educating the bank clerks (and all will admit its
importance) needs considerably more advertising before it will be looked upon as a
necessity. We found in our local work considerable apathy, not to say indifference.
and although this has been quite offset by the kindness of a number of our eminent
officials, no one ought to misunderstand the purpose.

This is a specializing age. The man in his particular line of business must not
only understand it, but he must also be able to represent it in such a way as to meet
and defeat the ever and ever keener growing competition of the day. The banker
above all others must be a man well versed in the branches of commerce he deals
with, and in that respect he needs a broader, farther-reaching education than is
pecessary in most any other business. But this same banker, who must be such a
versatile individual, cannot wait until some board of directors thrusts the honor of
an official position upon him. He cannot expect then suddenly to take to books and
instructors to learn what long ago already should have been familiar subjects with
him. If he comes from the ranks, and probably most of our officers do, it was his
duty there to gain an insight into the iatricacies and the technicalities of his profes-
sion, and he will surely be considered a preferable candidate if he has taken advan-
tage of his opportunities in this respect.

Not alone, however, for an official career in a bank should the clerk prepare him-
self. He may fill an honorable position in any finaacial institution to the full satis-
faction of hoth himself and his employers without the distinguished title that seems
80 desirable a prize to many. His knowledge will serve him as well without it.

Get another view. The best man to deal with among a bank’s customers is he
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who knows the ins and outs as well as do the Cashier, teller and bookkeeper, and
if a bank clerk resigns his position to %o into business or to accept a mercantile
career, the knowledge he gained in the bank will always serve him well, and if he
has seen fit to supplement his practical experience by the pursuit of proper studies,
he will be the better off for it.

Our 8t. Louis society congratulates itself on having secured the consent of the
following gentlemen to act as an. advisory committtee :

‘Walker Hill, President American Exchange Bank, ex-president American Bank-
ers’ Association ; Breckinridge Jones, First Vice-President and Counsel Mississippi
Valley Trust Company ; G. W. Garrels, President Franklin Bank ; Geo. A. Held,
Cashier International Bank ; Chas. Hamilton, Secretary Lincoln Trust Company.

The good will and support of quite a number of others has been promised. The
entire matter is an assured success and nothing should prevent the organization of a
national system of such societies, as is contemplated.

Since your interest in these affairs has been a sincere one, I take the liberty of
informing you of the progress we have made here, and remain,

Very trul{i M. RICHTER,

President Bank Clerks' Economic Society of St. Louis.
8r. Lovuis, Dec. 81, 1900,

KNOX’S HISTORY OF BANKING IN THE UNITED STATES.
OPINIONS A8 TO THE MERITS OF THE WORK.

BrookLYN (N. Y.) STANDARD UN1ON: The victorious close of the thirty years’
““ holy war” for the maintepance of the gold standard and the establishment of
sound currency in the United States, is a fitting occasion for the publication of the
great work of the man who, unaided and alone, had the courage to begin the fight,
though his life ended eight years before final success was attained. That Mr. Knox
held during his official and his private life the very first rank as a financier waslong
ago demonstrated, and the course of banking in the United States could have had no
worthier, more appreciative, nor more competent historian.

The work which Mr. Knox had projected, though terminated by his untimel
death, was so far advanced and its plans so clearly outlined, that the duty upon his
successors was definite and readily understood. Mr. Rhodes, whose BANKERS’ MaGaA-
ZINE has long testified to his ample qualifications for the work laid down by Mr.
Knox, has worthily performed that portion which has devolved upon him, and the
complete history is at once an adequate and symmetrical review of the financial his- .
tory of the United States from the beginning.

'he work has been carried out with sound judgment of proportions; the National
bank system has been, in the first place, thoroughly and exhaustively treated ; then
the State banks with their histories, their evolutions and revolutions, so that the
studeat or historian, whether he reads for general information, for the current and
drift of the financial p::greas of the country, is carried in a stesdily flowing stream;
or whether he seeks precise and definite information concerning some historic or im-
{)eorttmt incident, some “hig ” or ““low” point of statistics, or a critical stage in

gislation, finds readily and exactly what he desires.
this work, as is proper and becoming, is without conscious bias, and enables
the intelligent reader to draw sound and just conclusions from a country whose num-
ber of banks and variety of systems exceed every «ther in the world.

Many valuable statistical tables, nowhere else available, and running back over
a long series of years, are also given, so that the book, as a whole, stands as a cyclo-
pedia to date of all that is of permanent historic interest of the evolution of the finan-
cial system of our country.

The end of the century ; the termination of the gold-silver-greenback struggle,
all mark the epoch, and the publishers have chosen a fortunate time in which to pre-
sent their work to the public.

An excellent portrait of ex-Comptroller Knox, accompanied bv a carefully pre-
ared biographical sketch, together with portraits of Morris, Hamilton, Girard,

llatin, Biddle, McCulloch, Chuse and Sherman, the great national financiers and
legislators, the impression of whose work was felt by the whole country, also en-
hance the interest and value of the work which has so thoroughly exhausted the
subject that any which follow it must inevitably take up special departments and
incf‘dental topics, rather than broad fields of national banking and commercial devel-
opment.



COLLECTION OF COUNTRY CHECKS.

The methods that have been adopted for the collection of country checks have all
been more or less expensive for the city banks, upon whom has fallen the burden of
collecting. This is shown in the rulings of the New York and Boston clearing-
houses to charge exchange to their customers on nearly all points. This has occa-
sioned much vigorous remonstrance on the part of the country banks and customers
of the banks generally. Many thousands of dollars of deposits have been transferred
from New York ‘to Philadelphia and other cities where collecting is done at the
expense of the city banks.

That the present method of collecting is expensive is evident from the number of
banks through which many of the checks pass in order to reach their destination.
Very often a check will go through a half-dozen banks, and, of course, each of those
banks must credit and charge and endorse every check, making an amount of unnec-
essary labor in bandling that ‘would be difficult to estimate. ]

The city banks are striving to get as many direct correspondents among the
country banks as they can, in order to collect rapidly, and in the hope of getting
new accounts and an increase of deposit balances. It is doubtful if much is really
accomplished in this direction, as the country bank balances are not thereby increased
much, considered as a whole. The tendency is to divide the balances and multiply the
accounts without compensating gain except in the betterment of collection facilities.

There is a vast number of accounts kept among banks, for collection purposes
only, that are of no profit to any oune.

The lack of economy here manifested is in striking contrast to the skill shown by
industrial enterprises, in other lines of business, through their organization into
combinations for the reduction of expenses.

From a good business standpoint, the end to be aimed at in collecting checks is
to get them to the paying bank and secure the returns in the shortest possible time
and at the least possible cost.

As a means to this end, I would suggest that the clearing-houses in several of the
largest cities in the United States adopt a plan for collecting checks on out-of-town
banks substantially as follows :

All checks are to be collected by a department of the clearing-house. The mem-
ber banks are to send to this department their collections daily at an appointed hour
in the afternoon, and receive therefor a certificate for the total amount of the bunch.
This certificate the bank is to put through the regular clearing-house on the follow-
ing morning. When the checks are all in, they are to be sorted and sent directly to
the bank on which they are drawn, as nearly as possible.

This is done in the name of the city bank, which the country bank has previously
designated as its principal correspondent, and a debit certificate is made to corre-
spond with the letter, reading something like this: ‘‘There has been forwarded to
the Bank of checks and cash items amounting to §——, for the credit
of Bank.”

These debit slips are to be sorted and taken by the clearing-house officials and
put through to balance the credit certificates brought in by the banks.

‘When received from the clearing-house, along with the regular clearings, these
debit slips are charged up to the country bank accounts as though they were checks.

The expense of this system would be met by assessments on the member banks
in proportion to amounts collected for them, and the cost would naturally be less
than it is by the present individual methods of collecting. E. H. WILKINs.

PORTLAND, Cr., Dec. 28, 1900.




JESSENTIALS OF SUCCESS IN A BANKING CAREER.

Some of the essential qualifications for a successful banking career are thus stated

by ‘< A Branch Bank Manager,” in the *Journal of the Institute of Bankers,” of

New South Wales:

**The eseential qualifications for a suoccessful banking career, as indeed for any career,
are not to be attained except as the result of patient labor and work; and my belief is that
men who aspire to high positions in the bank, as in other walks in life, must attain their

object step by step. The knowledge fitting them for promotion must come to them little

by little. Knowledge acquired by reading, study or experience may not be of immediate
use, but will yield its fruit in due season, often unexpectedly and at opportune time.
Sooner or later it will be found that knowledge acquired in past years can now be assimi-
lated and made use of. Therefore, to obtain the essential qualification for a banking career
the preparation should commence in boyhood, and be carried on to the period which then
appears 8o remote. the period for retirement from active work; and the best guarantee for
a vigorous, intellectual old age is not. in sloth but in mental activity.

But what are the qualifications for a successful career? I take them to be as follows:

1. Stability of character.

2. Education and the possession of business ability.

3. Address and manner.

4. Experience and the power of applying it.

5. The attainment of a certain amount of social position.

For a successful banking career all the above qualifications are essential in a degree, and,
granted stability of character, conspicuous ability in any one particular branch of banking
should be a proof of a capacity to carry out with sufficient ability the multitudinous duties
devolving upon the bank officer, and his fitness Intellectually for his position.

1. Stability of Character.—The result laigely of heredity and early training, may yet be
greatly influenced by the exercise of our will power, the choice of our friends and the class
of books we read, tosg‘x;(othlnj of the higher restraints of relgionand dahﬂosophiml research.

2. Education and ness Abflity.—In the present age these qualifications are within the
grasp of every one who bas sufficient determination; for our public libraries and technical
collegesare open toall: education pursued rationally and with due regard to health undoubt-
edly strengthens the intellect.

8. Address and Manner.—Iunnate, but if we have not the virtue better assume it if we can.

4. Experience.—Time and opportunity only can yleld us this qualification.

5. The Influence of Friends.—We can all choose our friends, and if we have stability of
character, education, address and manner, and experience we are not likely to lack friends,
who will not forever allow us to hide our candle under a bushel.

But why is stability of character 8o essential a qualification? Because ogportu pities for
fraud are t: because to lack stability, to be unreliable, counts—and rightly and neces-

80—In the bank’s eg‘es as the one unpardonable sin.

lucation and the attainment of brain power.—Because in the present age, when we live
so fast, our highest officials must live and work even more rapidly. They have to deal d
with an enormous amount of correspondence, hence the extreme desirability that their sub-
ordinate officers should have the capacity to grasp their meaning and intention, and in
replying be able to express themselves in terse and lucid language.

er 8Spencer, In an interesting essay entitled the ‘Philosophy of Style,’ points out

how neoemq it is in these days to economize the time and attention of our readers, and, by
many happv illustrations, makes his meaning clear. He thinks that the secret of a good siyle
of composition lies in the writer’s appreciation of this fact, and in his ability to convey the
full purport of his thoughts to his readers with as little mental effort to them as possible, and
in a few plain 8faxon words, as more readily understood than those of Latin origin. Most
sentences bring before the reader’'s mind a succession of pictures, clear or indistinct in pro-
portion to the writer’s gift as an author; and it should be our aim to photograph correct men-
tal tmag(}s g once, so that time may not be lost and the attention wearied in revising the im-
pression later on. .

Address and Manner.—Because the public generally form their estimate of the worth of
the book by its cover, and it is only given to a very few of our most intimate friends to read
us tbrouﬁb and through. Therefore it is that the cover, which hides our many qualifications
or disqualifications, is 80 necessary, and should be attractive and not repellant.

e.—Bccause, however well read we ma{ b(a however strong our intellectual

powers, however reliable our character, however attractive our manner, we need to learn
ney; we need to find out that, with the world as at present constituted, the theoreti-

ly right is often fmpracticable; we need to see, as Herbert Spencer points out in his mag-
nificent essay on * Prison Ethics,’ that at present we must be chieflly interested in the rela-
tévely right and not in the absolutely right. That is to say, that we can only aim to act in the
best der circumst as they exist at that time, and that we cannot suocesafully,
shape our course undeviatingly inany one direction, howeverdesirablesuch a course might be.




AN OLD AND SUCCESSFUL TRUST COMPANY.

The New York Life Insurance and Trust Company, at 52 Wall street, is virtu-
ally the oldest of all the trust companies. It is one of the most interesting of the
great financial institutions of America, both on account of its antiquity, and its
curiously specialized line of business. It was chartered in the year 1830, and there-
fore became the earliest life insurance company in the State of New York, and the
pioneer of that wonderful group of insurance companies whose business and resour-
ces are now of such enormous proportions. Its originator and first President was
William Bard, an enthusiast in the then new field of life insurance, and for many
years a widely-known and respected authority on all matters connected therewith,
being succeeded January 1, 1843, by Stephen Allen, who had also a notable reputa.
tion in political life. June 8, 1845, John R. Townsend became President, and was
succeeded April 1846, by David Thompson, during whose long and prosperous rule
the company began to develop its present position of power. In 1871 the presidency
was conferred upon Henry Parish, under whose administration of over a quarter
of a century vast progress has been made.

The New York Life Insurance and Trust Company is now the foremost corpora-
tion in the world in the management of private trusts, such as come from wills,
deeds of trust and similar documents. Itavoids railroad and corporation trusts, and
thus escapes the perils attendant upon widespread financial convulsions. The busi-
ness in life insurance, once so important a feature, has been largely reduced, this
reduction having begun soon after the year 1840, when the great mutual companies
came into existence. In this regard, its history resembles those of the two other
famous corporations which arose about the same time, and are still in existence—the
Massachusetts Hospital Life Insurance Company and the Pennsylvania Company for
Insurance on Lives and Granting Annuities.

The company’s building stands on the site of the United States Branch Bank,
which was erected in 1797, and bought in 1812 by the City Bank, from which the
New York Life Insurance and Trust Company purchased half the estate. A new
building was erected here in 1838, and replaced in 1867 by still another, which was
largely extended in 1888, The original corner-stone of the United States Branch
Bank, with its long inscription (see accompanying illustration), is sacredly preserved
in the directors’ room.

The company does not take mercantile deposits, but receives and allows interest
on deposits from executors, trustees, treasurers of religious and benevolent societies,
and lawyers and other persons acting in a fiduciary capacity. Its annuity business
has been kept up, and shows a continuous enlargement. Aside from its large and
profitable investments in State stocks, in railroad bonds of the highest grade, in
bonds and mortgages, etc., the company always keeps several million dollars in cash
in its impregnable vaults, so as to be at all times superior to the shocks which agitate
‘“the street.” The conservative policy of the present administration is proven suc-
cessful by the market price of the stock, which is between $1,300 and $1,400 per share,
on an original par value of $100. The permanence of this prosperous policy is
ensured by the method of electing the trustees, which is done, not by the stockhold-
ers, but by the trustees themselves, who thus stand as a self-perpetuating body. By
its charter, the trustees must be citizens of New York. Henry Parish is President ;
Walter Kerr, First Vice-President ; Henry Parish, Jr., Second Vice President ; Geo.
M. Corning, Secretary, and Z. W. Van Zelm, Assistant Secretary. The trusteesare :
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William W. Astor, Edmund L. Baylies, Geo. 8. Bowdoin, William E. Dodge,
Stuyvesant Fish, Henry C. Hulbert, C. O'Donnell Iselin, H. Van Rensselaer Kennedy
W. Emlen Roosevelt, Wm. C. Schermerhorn, Frederic W. Stevens, Rutherfurd

CORNER-STONE U. 8. BRANCH BANK.

Stuyvesant, Charles G. Thompson, Henr{ A. C. Taylor, Henry Parish, Henry I.
Barbey, John Jacob Astor, Joseph H. Choate, Samuel Thorne, John L. Cadwal-

a{rdera Al;;i;ustus D. Juilliard, Henry Lewis Morris, George G. De Witt, Cornelius
anderbilt.

An idea of the company’s standing may be had from the followinf semi-annual
;t&tgment, made to the State Banking Department at the close of busin

ess June 30,

LIABILITIES
.00 | Capftal........coovvvvvnnnnnnnnnnn. $1,000,000.00
% Surplus and undivided profits... 8,514,868.80
45 | Deposits in trust................. 81,180,4168.88
.00 | Annuity fund.........coee0eenen. 1,254,207.63
.82 | Life insurance fund.............. 405,021 .22
............. 81 | Interest due depositors, taxes,
s&'ﬁd‘ﬁﬁm ?murket value) 11.&%.02 [T 7 608,828.19

TOtal.veeernreneeeensennsns $57,068,857.19 T T $87,003,337.19



NOTICES OF NEW BOOKS.

[All books mentioned in the following notices will be supplied at the publishers’ lowest rates on appli-
cation to BRADFORD RHODES & CO, 87 Maiden Lane, New York.]

THE UNITED STATES IN THE ORIENT. By CHARLES A. CoNANT. Boston and New York :
Houghton, Mifflin & Co.

In the necessity for finding an outlet for marketing surplus products and to pro-
vide for the productive investment of saved capital, the author finds the principal
explanation of the desire to expand our territory and trade in the Pacific. He
devotes his attention largely to a discussion of the economic problems involved in
the situation of affairs in which the country has been placed by recent events, and
points out with great care and generally with scieotific precision the conditions pre-
cedent to the mastery of the markets now more widely opened to American commerce
than ever before.

It is a notable fact that the bankers of this country have been heretofore reluc-
tant to enter the foreign fleld, and Congress has seemed to take the view that it would
be dangerous to charter a bank with the privilege of establishing branches abroad.
Mr. Conant states that it is essential that the system of furnishing credit should be
greatly improved if our manufacturers are to be equipped most effectually to hold
their own in competition with other nations whose banking systems are highly
developed. He says that ‘ A banking system capable of conducting great transac-
tions through branches in all parts of the world is almost as essential to financial
supremacy as a definite monetary standard.”

Occasionally the author betrays a disposition to dogmatize, as witness the fol-
lowing :

‘“ Old restrictions upon trade, and useless superstitions, must be abandoned in
the contest for commercial supremacy. The policy of protection must be adapted
by its friends to the new conditions, or it must be abandoned. Protection may be
useful in stimulating infant industries : it becomes a relic of medi®valism when it
stimulates production which has already become excessive, and which can find an
outlet only in a ficld which protection cannot enter.”

Upon the whole, however, few economic writers show less bias or more candor
in discussing questions which have been subjects of controversy. Mr. Conant’s
clearness and force in presenting his facts and arguments, and his wide information
in respect to the matters under consideration, render the work au interesting and
valuable contribution toward the right solution of problems of present and far-
reaching importance to the people of the United States.

PROCEEDINGS OF THE FIFTH CONVENTION OF THE MARYLAND BANKERS' ASSOCIATION.

Through the courtesy of Secretary Lawrence B. Kemp the MaGazINE has re-
ceived a copy of the Proceedings of the Fifth Convention of the Maryland Bankers’
Association, held at the Blue Mountain House, July 11 and 12. The pamphlet is
handsomely printed and bound in gold—a fitting color, as the first act of the asso-
ciation when it was organized in 1896 was the passage of a strong gold-standard reso-
lution, which has been reaffirmed at every subsequent meeting. The last conven-
tion was notable for a joint meeting with the Pennsylvania Bankers’ Association.



NATIONAL AND STATE BANKS IN NEW YORK.
THEIR GROWTH IN RECENT YEARS.

Tables showing the growth of the National and State banks of New York in the
past few years are presented on following pages.

In studying these tables it should be borne in mind that the character of the bus-
iness done by the banks varies greatly, and this affects the rate of increase. Many
of the institutions reported do a purely local business, and are outside of the influ-
ences that have built up some of the others. Those that finance Stock Exchange op-
erations and carry the accounts of out-of town banks naturally show the greatest gain.

Absorption of other banks has been partly responsible for some of the phenom-
enal advances made—notably in the case of the National City, National Bank of
Commerce, Western National, and the Corn Exchange. Remarkable increases are
to be noted at the National Park, Hanover, Chase and many others.

The table given below summarizes the expansion shown in the larger tables:

NEw YoRK Crty BANKs—COMPARISON OF PRINCIPAL ITEMS.

NATIONAL BANKS. STATE BANKS.

l
|

Oct. 6, 1896. | Dec. 18, 1900. July 12, 1895. Dec. 4, 1900.

Capital........oooemmieiiininane. | $51,650,000 962,800,000 $16,764,000 $14,722,000

Surplnsand profits.............. 60,043,000 76,286,000 15,160,000 17,820,000

Total deposits........c.cceeeaeene 446,597,000 884,273,000 *121,871,000 *185,744,000

Total resources. .......ooceeeeee 567.857,000 1,073,588,000 181,795,000 250,026,000
* Demand deposits.

It will be seen that from October 6, 1896, to December 13, 1900, the National
banks of New York city increased their total resources from $567,857,000 to $1,072,-
558,000—a gain of $504,701,000, or about 100 per cent., representing an annual addi-
tion of twenty-five per cent.

From July 12, 1895, to December 4, 1900, the State banks of New York city in-
creased their total resources from $181,795,000 to $250,026,000—a gain of $68,231,-
000, or over thirty-seven per cent., representing an annual addition of less than eight
per cent.

The State banks of New York city do mostly a local business and have not the
opportunity of enlarging the volume of their transactions as the National banks do
by keepiog the reserves of other banks all over the country. They can not be ex-
pected, therefore, to grow so rapidly.

Both the National and State banks of the city have been growing in recent years
at a remarkable rate, and this expansion has been, in the main, sound in character.
In about five years the State and National banks in the Boroughs of Manhattan and
the Bronx have increased their resources to the extent of nearly $678,000,000, If
the other divisions of the city were included and the comparisons extended to trust
companies and Savings banks, these figures would be swelled enormously.

The tables presented on the succeeding pages are a striking indication of the
advance of New York to the position of the world’s banker.

a .
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ANNUAL REPORT OF THE SUPERINTENDENT OF
BANKS OF THE STATE OF NEW YORK.

TRANSMITTED TO THE LEGISLATURE JANUARY 3, 1901.

The growth and prosperity of the institutions under the supervision of the Banking
Department of New York during the past four years has been unexampled and marvelous.
Naturally the foreign mortgage companies licensed to do business in the State bave decreased
in number as business has improved, interest rates gone lower and indebtedness diminished.
The aggregate resources of the banks of deposit and discount, the S8avings banks, the trust
companies, the safe deposit companies and the building and loan associations are larger now
by more than seven hundred million dollars than at the date of the first annual report which
I had the honor to submit to the Legislature four years ago. Nearly one and a half million
dollars of this gain has been made by the safe deposit companies, about sixteen millions by
the building and loan associations, nearly one hundred millions by the discount banks, two
hundred and thirty millions by the Savings banks, and four hundred milliouns by the trust
companies. Disregarding details, and dealing with each group of institutions as a class, I
think {t an accurate statement of fact that the banks of deposit and discount, the Savings
banks, the trust companies and safe deposit companies, and the Savings and loan associations
all improved in condition during the year. Most of the banks have prospered, and several
which had long required special vigilance and care have been greatly strengthened: the Sav-
ings banks have gained in accounts such as it is legitimately their province to carry, and lost
in those which they ought to eliminate; the business of the trust companies has increased
enormously, and has been generally of a profitable character. * * *

That all of the tests were borne by the banks and trust companies of the State, not only
without a single failure or the loss of a dollar by their customers through them, but with
their condition as a whole actually improved at the close of the year, i3 exceedingly gratify-
ing, and certifies their general soundness, and the usually prudent and safe management
which they enjoy. It is gratifying also to be able to add that there has been no considerable
loss, and, indeed, none at all as far as I have been able to ascertain, by defalcation in any
State bank, trust company or S8avings bank during the year.

D1scouNT BANKS,

There occurred during the fiscal year a net decrease of efght in the number of banks of
deposit and discount in the State system, ten baving gone out and two baving organized.
The whole number remaining was two hundred. Of those withdrawing two were merged
with other State banks, two went into voluntary liquidation with transfer of their business
to National banks so far as they could control it, and six were converted to the National
system soon after the enactment of the currency and banking legislation by Congress in the
spring. The provisions of this act were thought at the time to promise considerable advan-
tages to National banks, and for the moment there were indications that the number of State
banks to be won over by it might be large. But the movement in that direction has not
continued, and apparently experience does not confirm such profit-possibilities under it as
would be likely to stimulate a recurrence of it. The gains from bank-note circulation do not
equal the popular supposition, nor even the theoretical percentage ascribed to it, while in
other respects the advantages enjoyable under the State law may be confidently claimed as
at least equal to those offered by the National Banking Act. That bankers generally enter-
tain this belief would appear from the fact that in the two years last past the net increase in
the number of National banks in New York has been but eleven, of which number all but one
18 to be credited to the last year, and principally to the period following close upon the pas-
sage of the law heretofore referred to. In the same time the number of State banks has been
slightly reduced, but the loss is nearly accounted for by the merger of banks which are con-
tinued as branches, but which are not counted as separate institutions.

The total resources ot all the State banks on September 4, 1900, the date of reports by
them nearest to the close of the flscal year, was $851,080,252, which is a decrease of $21,002,228
from the previous September, but a gain of $27,815,609 from the low point in the year, in the
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preceding March. Nearly seven million dollars of the loes from September to September rep-
resents the resources of the banks which had in the meantime withdrawn from the system.

I am indebted to the Comptroller of the Currency for corresponding figures concerning
the National banks in this State, of which there were three hundred and thirty-six on the
thirtieth day of September, of this year, with a combined capital of $97,218,210, a combined
surplus and undivided profits of $87,720,018, and total resources to the amount of $1,812,870.212.
Thirteen National banks were authorized in this State during the year,and three closed. The
aggregate capital of the thirteen authorized was $1,120,000, and of the three which closed
$1,856.000.

TENDENCY TOWARD BANK CONSOLIDATIONS.

There continues to be manifested a tendency toward combination or consolidation of
competing banks, especially in the more important financial centers. Besides actual merger
or absorption as a means thereto, the method is employed of unifying interests by effecting
a controlling ownership by identical parties in two or more separate institutions, which are
thus made auxiliary or co-operutive in their transactions, as occasion may arise. A few of
the Btate banks in Greater New York are proceeding in a like direction by acquiring other
banks by the process of merger, and then continuing them as branches, with satisfying
results. The Corn Exchange Bank has taken over four banks in this manner, and has, besides,
two branches which it has op d independently. The Union Bank of Brooklyn recently
acquired the Hamilton in the same borough, and is conducting it as a branch. The Bank of
New Amsterdam, the Colonial Bank, the Hamilton Bank in New York, the Twelfth Ward
Bank, the Brooklyn Bank and the Bank of Jamaica, also, have opened branches, or are pre-
paring to do so. Twelve branches in all had been opened to S8eptember 80, and they reported
depoeits averaging nearly a million dollars each, while the gain in the resources of the parent
institutions since they were opened aggregated $3,271,582. The system of branch banks is
permissible under the law only to State institutions, and to these nowhere outside of Greater
New York, and only * for the receipt and payment of deposits, and for making loans and dis-
counts to the customers of such branch offices only.” Passing any objections which might be
cited to the authorization of branch banks generally, [ am unaware of any unfortunate
results or injurious complications springing from them in the instances where they have been
established. They appear to have been managed conservatively, and to have extended the
relations of the central banks which they represent to localities and interests which could
not have been reached otherwise, while at the same time the contact between the customers
and the bank has been as close and harmonious as is ordinarily the case between small insti-
tutions and their clientele, a relation the advantage and importance of which I am sure can
not be overestimated. Proceeding with this more modest movement in bank expansion and
enlargement, several consolidations of large institutions have been effected, the most nota-
ble baving been in New York, where a second National bank with ten million dollars in capi-
tal and half as much of surplus has been instituted. These great banks attract a vast volume
of business, and become potent factors in the world of finance. While no bank can be too
strong, it might be that one could be too great. Any single institution overshadowing all
others, and occupying in fact or even in appearance a dominant or quasi-monopolistic rank,
could, if it choee, use its power arbitrarily, so as to become a great disturbing factor in
legitimate business. But the development of a number of giant banks carries with it condi-
tions of competition and of distribution of power, and is but a natural adjustment of banking
interests to the convenience and necessities of modern business. Indeed, the movement of
banks in this direction has bardly kept step with the similar tendency which has been so
markedly shown by transportation and manufacturing companies, These latter mighty
interests, the volume of whose transactions for a single year would eclipse the record for a
decade but a few years ago, require accommodations and facilities which even the concert of
a number of small banks could not satisfactorlly or even safely extend. Our industrial
activity is so intense, our mechanism of credits and commerce so changed and enlarged, and
financial operations so much more important, that an augmentation of banking capital some
time since ceased to be a question of doubtful expediency, and came to be recognized as a
vital requirement of existing conditions. But while it isadmitted that such institutions have
become a necessity and serve a beneficent purpose, it ought not to be forgotten that the small
bank, with the strengh that assures safety, and with resources proportionate to its oppor-
tunities for their profitable use, has a legitimate place in the business even of great centers
like New York city. It gets nearer to its customers of moderate means and modest wants in
sympathy and in intelligeat understanding of their needs and of their circumstances, and
gives them more consideration than they could hope to receive from a large bank whose
interest lies in the direction of larger transactions. It will be a day of misfortune should the
time ever come, as some predict it will, when the banking business of New York or of any

other city is so consolidated as to extinguish the small banks.
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THE TRuUsT COMPANIES.

Four trust companies, the Bankers', the Merchants’, the Trust Company of New York and
the Albany, all except the last named located in the city of New York, were authorized dur-
ing the fiscal year. All but the Albany had taken the initiatory steps for organization prior
to the first of January, last, and were a part of the remarkable movement which engaged
wide attention, and suggested that almost all of financial New York had been seized of the
belfer that to establish a trust company was to be pledged distinction and certain fortune.
That movement spent iteelf quickly, however, and has even had its reaction, the tendency
since the beginning of the current calendar year having been toward contraction rather than
expansion. Not only have no certificates of organization been filled by proposed trust com-
panies in New York since December, 1899, but the purpose to complete the organization of
two companies which had previously filed their certificates, T understand, has been practically
abandoned, and I am unaware of any contemplated new ventures in this field in any of the
larger cities. Besides, the State Trust Company of New York merged with the Morton some
months ago, the International Banking and Trust Company into the North American, and
more recently the Bankers’, but a year old, has been merged into the Atlantic. This record
and outlook may fairly be taken, I think, as confirming conclusively the opinion advanced in
my report of a year ago, that there was not occasion for me to set arbitrarily the iimit where
trust company organization should stop in New York, but that the question might be left
with safety to capital to determine for itself. It would seem from events that the field is now
regarded by financial interests generally as fully occupied, and it will hardly be further
invaded until the want of increased accommodations of the character that trust companies
extend is sensibly experienced. But this opinion must not be interpreted as in any way sug-
gesting that the companies already in business are not prospering, for the contrary is the fact.
Except the Delaware Loan and Trust Company at Walton, which clused its doors in Novem-
ber and began proceedings in voluntary liquidation, and except also the Holland Trust Com-
pany in New York, which several years ago began liguidation, and which has paid nearly all its
depositors, with ample assets on hand to pay the balance, and which is not seeking new busi-
ness, these institutions report a great increase in deposits and large net earnings. The figures,
as of July 1, 1900, which are the latest available, show a total capital employed by trust com-
panies amounting to $48,250,000, a combined surplus and undivided profits of $89,825,080, total
resouroes of $7968,483,887, and deposits aggregating $640,887,146. As compared with their Jan-
uary condition, the capitalization had increased two hundred thousand doilars, the surplus
and undivided profits five and three-quarters millions, the total resources over a hundred and
twenty-four millfons, and the deposits more than one hundred and seventeen millions. The
earnings of all the trust companies for the six months from January to July were seventeen
and a third million dollars, and their expenses, including interest payments and taxes, a
fraction under ten millions.

THE SAvINGS BANKS.

The number of S8avings banks in the S8tate was decreased by one during the year, no new
bank having been chartered, and the Fulton County S8avings Bank having Surrendered its
charter after payment to every one of its depositors in full, with an extra dividend. The
total resources of the Savings banks increased $37,660,060 from January, 1800, to July, and
there was a gain in the number of their open accounts of 54,646. What has been the move-
ment since July there are no official reports as yet to show.

The Bowery Savings Bank of New York, which is the largest mutual institution for sav-
ings in the country, has happily seen the way clear to announce that, for the six months
ending December 81, 1900, its rate of interest to depositors will be four per cent., an increase
of one-half of one per cent. Calculated upon the market value of its securities, the surplus
of this bank exceeds fifteen per cent. of its deposits, and some of its securities, obtained many
years ago, pay far higher interest rates than are now prevalent. Proceeding upon the theory
that the depositors are entitled to the largest benefits which it is practicable to afford them,
with a due regard for possible loeses or depreciation of securities, the officers of the bank have
decided upon the course stated. How long it will be continued no one undertakes to say, but
that it can not be supported indefinitely i8 all but vertain, as it is apparent also that only
exceptional conditions permit it to be undertaken even as a temporary policy. The tendency
generally is all the other way, and since the date of my report of a year ago a considerable
number of Savings banks have been compelied to reduce the rate of dividends which they
bhad been paying to their depositors from four per cent. to three and a half per cent. This
action by the banks was merely a necessary adjustment of their affairs to conditions which
had been developing for some years. * * * Withthe marvelous prosperity which the coun-
try has enjoyed in recent years, bonds in which the Savings are entitled to invest are produc-
ing a lower rate of income than has ever been known before. It has, therefore, been impos-
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sible for many of the Savings banks to continue to pay former rates of dividends, whick
means of course a hardship to those who are disqualified by age, or ethérwise, from adding to
their accumulations, but the worker finds in the country’s larger prosperity more than com=-
pensating conditions. In the intenser life, the marvelous growth and the bounding activity
which characterize these later years, broader opportunities are offered to all of the people,
and the easier accumulations which may be added to principal minimize the loss due to a
decrease in the dividend rates.

BANKING LAW AMENDMENTS.

Legislation relating to moneyed corporations under the supervision of the Banking
Department was not voluminous in 1900.

One act was passed permitting the conversion of foreign moneyed corporations into
domestic moneyed corporatlons, and prescribing methods therefor ; but no institution with
banking powers has taken advantage of its provisions.

A particularly desirable change was made in the requirements regarding the holding of
annual meetings for the election of directors of discount banks. Hereafter every bank must
hold such an election on the second Tuesday in January in each year or within ten days
thereafter. The State law is thus made to correspond substantially with the National Bank-
ing Act in this particular.

Section fifty-five of the Banking Law was amended 8o as to extend to private bankers the
exemptions as to penalties for usury which have long been granted to incorporated banks
and to individual bankers.

Sections thirty-four. thirty-five and thirty-eight of the Banking Law were so amended as
to simplify the procedure for merger of banking corporations, and to strengthen the pro-
visions conferring the sucocession of the continuing institution to all of the relations, obliga-
tions, trusts and liabilities of the merged corporation.

A new section, 79, was added to the Banking Law, which provides a method less expen-
sive than a receivership for closing a bank in voluntary proceedings for the purpose of
winding up its affairs.

A slight change was enacted regarding the securities in which S8avings banks may invest
thelr deposits and the income derived therefrom. The first mortgage bonds of the Chicago
and Alton Railroad Company were added to the list, and a disputed point, as to whether the
refunding bonds of the railroads outside the State which are specified in the act may be
purchased, was made clear and explicit.

Heretofore the Banking Law has permitted the appointment of a trust company as
guardian of the estate of any infant the annual income of whose estate exceeded one hundred
dollars. An amendment passed by the last Legislature omits this limitation.

A salutary amendment to the general corporation law adds ** trust,” ** banking," ** assur-
ance,” *guaranty,” *savings,” * investment,” and **loan to the words which may not be
used as a part of the name of any corporation hereafter organized under the laws of this
State except by a corporation formed under the Banking Law or the Insurance Law.

TotAL RESOURCES.

The total resources of the institutions under the supervision of this Department, as
shown by their reports as of the dates stated, are as follows:

Banks of deposit and discount, September 4, 1900.......... tevectencenaes $351,080,252
Savings banks, July 1,1900..................
Trust companies, July 1, 1800................. teteeesesssrenancesssssnaess 190,488,887
Safe deposit companies, July 1, 1900...... 5,297,905
Foreign mortgage companies, January 1,1900............cc0cuvieennnnns 5,286,422
Building and loan associations, January 1,1900................. creeeeens 66,084,789
Total.............. tetertestseettarernnennriananinaiens tertiecsecieens $2,262,002,415
In comparison with thepreviousyearthegalnls.. sessssescesssecesses 115,018,654
NEw BANKs. J

Two banks were organized during the fiscal year, viz.: Bank of Hammondsport, Ham-
mondsport, January 22, 1900, capital, $50,000; Washington Bank, New York, July 28, 1800
capital, $100,000; total, $150,000.

LIQUIDATING OR MERGED BANKs.

Ten banks closed during the year as against seven in the preceding year. Two of them
were merged into other State banks, six were converted to the National system, and two
went into liquidation, but practically with absorption by other banks. The list is as follows:
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Date. Capital.
.....February 21, 1600.. $100,000
.February 23,1900.. 125,000

Robert Gere Bank, S8yracuse..... cetrseeenenanias 100,000
People’s Bank of Mt. Vernon, Mt. Vernon......... 50,000
American Exchange Bank, Syracuse.............. ....April 14,1900....... 200,000
Bank of Holland Patent, Holland Pateunt... .

Hamilton Bank, Brooklyn..............c...ue.

Bank of Skaneateles, Skaneateles.......... «eose.May 19, 1800........ 60,000
Mamaroneck Bank, Mamaroneck................ ....June 18, 1800....... 85,000
..June 30, 1900....... 125,000

INCREABE OF CAPITAL.
Bank of New Rochelle, New Rochelle, May 29, 1800. Capital................ $70,000

DECREASE OF CAPITAL.
State Bank of Randolph, Randolph, August 14, 1800. Capital............... $30,000

CAPITAL.

The appended table gives the aggregate capital of the banks of deposit and discount in
the State system on September 30, 1800, with the changes therein during the year:

Amount of capital, September 80, 1899..... tetsesenseseeneesnnnan feeresennas $20,545,700

Capital of banks organized during the year....... . 150,000

Increase of capital of banks previously organized. 70,000
B 7

Capital of banks closed............

Capital stock, September 30, 1900. .
Capital stock, September 30, 180%. .

Decrease for the year, net.......... ceeeseteeianaes terireeereteenenanas

RESOURCES AND LIABILITIES OF BANKS.

Thelaggreate resources and liabilities of the State banks of deposit and discount, as shown
by itheir quarterly reports as of September 4, 1900, are given herewith in comparison with
their reported condition at the corresponding date in 1809 :

ABSSETS. 1899. 1900.
Loans and discounts, less due from directors. oees $191,370.544 $201,578,985

Llability of directors as makers.............. . .. 7,479,085 7,682,176
Overdrafts.......cooveveeiernecncenncancaosnne 193,689
Due from trust companies, banks, bankers and brokers. ,808, 81,212,315
Real estate......... 10,881,748
Mortgagesowned..... 8,888,108
Stocks and bonds.... . 24,673,640
BPecie.....cciiiiiiiiiiiiiiiiiiiiiiiienaens Ceeireeeiseaenions 24,728,819 23,148,001
United States legal tenders and cironlating notes of Na-
tional banks...... terasrssssetsetteecananns ceriiiens veeees 18,759,681 18.588,908
Cash ftemB......oiiiiiiiiiereieniiiiiiirieiiiniensesssesonsnns 64,047,911 28,190,711
Assets not included under any of the above heads ........ 1,241,164 1,146,282
Add for cents 668 647
b0 1 ceeeraieneens $372,982,688 8851080252
Capital...... etsceseerestencecetatossstscscttesanrans rereeees . $20,548,700 $28,810,700
Surplus fund..... . veee creees cereeees 18,449,746 18,811,831
Undivided profits.............. ceeesisesessanteneane . 9,204,473 9.996,807
Due depositors on demand cevess 270,088,438 238,194,498
Due to trust companies........ veeen veee.. 28,543,620 88,545,004
Due to 8avings banks........cvevieiiirennnnans ceree. 15,492,404 14,585,626
Due the treasurer of the State of New York ......... eeees 1,204,750 2,283,687
Amount due not included under any of the above heads.. 507,981 402,080
Add forocents......ccoienunnnn 332 820

$851,080,252
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SEcURITIES AND CAsH HELD IN TRUST.

8ecurities and cash had been deposited with the Superintendent of Banks in trust by
the several banks, individual bankers and trust companies, and were held by him at the close
of the fiscal year, as herewith shown:

United S8tates two percent. bonds...........ccccovvuuenn cerecenane teesensnaans 984,000

United States three per cent. bonds. ....... teettesectsetearentnanrinoteans . 204,000

United States four per cent. bonds,.,........ ceeesesneases 647,000

United States five per cent. bONds...........ceeveivnnrereienrenrscnennnes veee 22,000
New York city two and one-half per cent. bonds........... ceeessess 600,000
New York city three per cent. bonds....... tetteesetienenittnetectnerenranans 1,845,000
New York city three and one-half per cent. bonds........coceveeievneanes .. 2,180,000
Brooklyn city three per cent. bonds.............. tetteteesiteatessesnananans . 890,000
Brooklyn city three and one-haif per cent. bonds......... teseresscasaiannne 850,000

Brooklyn city four per cent. bonds,....... ceeneees
Buffalo city three and one-half per cent. bonds.
Niagara Falls city four per cent.bonds................... Creresesieieaaens e 20,000
Rochester city three and one-half per cent. bonds................ veesesssass 50,000
Rochester city six per cent. bonds .

RECOMMENDATIONS.

The 8tock Corporation Law requires a certificate df increase or reduction in the capital
stock of any domestic corporation to be flied in the office of the clerk of the county where
the principal place of business of the corporation is located, and a duplicate in the office of
the Secretary of State. Incorporated State banks are required to flle their certificates of
incorporation only in the office of the county clerk and in the office of the Superintendent of
Banks, and it is an inconsistency of law that they should be required to file a certificate which
modifies the original in an office other than those where such original is filed. I suggest that
there would be Jess cumbering of the records of the office of the Secretary of State, and less
inconvenience and expense occasioned to the banks, if the requirement specitied were
repealed, and such certificates required to be filed only as the originals are.

Subdivision four of section twenty-five of the Banking Law implies that an officer of a
Savings bank may borrow money from the corporation with which he is officially connected,
provided the trustees thereof give their consent. This is in express conflict with section one
bhundred and twelve of the same statute, and the words *or S8avings bank," and the word
** trustees,” should be stricken out of the section first referred to.

Section twenty-two of the Banking Law has always been construed by the Superintendent
©of Banks to require publication in the State paper of the reports of incorporated banks and
individual bankers only, but it may be argued with considerable effect that it covers also the
reports of trust companies, safe deposit companies and building and loan associations. If
construed to include these reports the requirement which it imposed would be impossible of
performance by anything like the force employed in the Department. The matter may not
be important, but it would at least be preferable if the section should be recast 80 as more
clearly to mean what it has always been the practice to impute to it.

Ten per cent. of the deposits of a Savings bank may be deposited with a discount bank or
trust company provided such deposit shall not amount to more than twenty-five per cent. of
-the capital and surplus of the depositary, and in the event of the latter's failure the statute
makes the S8avings bank a preferred creditor to the amount of any lawful deposit which it
may have carried therein. But the only judicial decision ever rendered covering the point
holds that such preference extends only to & quarter of the failed institution’s capital, because
if failure occurs there is in fact no actual surplus. Under this construction it would be pos-
sible that, convinced of a bank’s solvency and belleving that it had all the surplus which it
claimed, a Savings bank shouid lawfully have a deposit of fifty thousand dollars with, say, a
bank capitalized at a hundred thousand dollars and reporting a surplus of an equal amount,
and yet if the bank should fail the preference in favor of the Suvings bank would extend only
to one-half of the amount of its claim. Either the amount which a Savings bank may carry
with any single institution should be further restricted, or, as would better harmonize with
what I can but think was intended when the present law was passed, it should be put beyond
dispute that the preference reaches toa quarter of the reported surplus as well as to a quarter

of the capital.
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‘While I am not prepared to contend that examinations such as the ordinary director of a
bank could be expected to make would be likely to discover defalcations which are ingen-
iously covered, the knowledge that such scrutiny must be faced might prove in some degree
a restralnt upon an officer or employee tempted to use his opportunities dishonestly. To this
end, but more because a close familiarity by directors with the affairs of a bank contributes
to a successful management and avoidance of poor loans, I renew the recommendation that
the law make it compuisory upon the part of every board of bank directors to make period-
ical examinations, as often at least as once in every six months, of the aseets and liabilities of
their respective institutions, and report the result under oath to the Superintendent of
Banks. .

PRIVATE BANKING.

The year has been comparatively free from any startling scandal arising from the trans-
actions of irresponsible private bankers, but unless statutory safeguards are supplied to
minimize the opportunities of swindlersin this field, continued immunity is not to be assumed
as probable. Besides the schemes of only occasional appearance which attract wide attention
because of their magnitude and the degree of popular credulity which they disciose, opera-
tions of like character, but on a petty scale, go forward continually in our great cities, where
unauthorized bankers open offices in the foreign quarters, and steal away after having
induced deposits with them to the extent of their ability. Fraud of both these characters
could, 1 believe, be materially decreased by the enactment of such a measure as 1 suggested a
year ago, and without impoeing any special inconvenience or hardship upon the reputable
and responsible men and firms who are legitimately engaged in the business of private bank-
ing. The requirement proposed is that every private banker, or any person, firm or assucia-~
tion recelving deposits, shall deposit with the Comptroller of the State or with the Superin-
tendent of Banks bounds of the United States, of the State of New York, or of some subdivis-
jon of the State, to the amount of ten thousand dollars, to be heid in trust for the benefit of
the depositors with and creditors of the depositing banker, and to be surrendered only upon
an order of court. Obligation to comply with such a requirement would effectually shut out
from starting in business those who contemplated robbery of their customers, while it could
not seriously embarrass interests which mean to be honeet, and which are strong enough
financially to be permitted to solicit and receive deposits as bankers.

SAVINGS BANKS.

All precedents will be broken if the attempt to make the deposits in Savings banks tax-
able does not reappear in the Legislature of 1901. There can be little hope of appreciably
reducing the 8tate expenditures, for the public needs are ever growing greater: and conse-
quently the only practicable method for making tax burdens less onerous lies in the creation
of new sources of revenue. In the search for these the Savings banks will hardly be over-
looked. The aggregate of the holdings of the Savings banks comprises widely scattered and
comparatively small individual interests, so that concentration of effort by them to oppose
tax measures can not be easily organized and made effective, whereas opposition by other
corporations to any proposed tax bills affecting them adversely is sure to be formidable and
forceful. Moreover, it is seen that if & law were to be passed taxing Savings banks the tax
would lie where it might be sworn off or evaded by individuals and institutions having larger
stakes involved. Yet further, the contention is made that the deposits in the S8avings banks
consist largely of moneys put there by men of means to escape taxation, and which, if taxed,
would be withdrawn for employment in business or industry. The fact that in some other
States it has been the practice for years to tax Savings banks has its influence also, and
prompts the query why those in New York should be longer exempted.

But notwitbstanding all this it has always seemed to me that the deposits in S8avings
banks ought not to be singled out for subjection to tax burdens, and I have repeatedly sub-
mitted recommendatiouns to the Legislature to that effect. By that judgment I must stand
while the condition continues that only an insignificant part, not, I believe, to exceed five
per centum, of all the personalty in the State is reached effectively by the assessors, whereas
an act levying upon the deposits in 8avings banks would yieid every dollar that it should be
designed to produce. No such discrimination should be written into the statutes, first,
because the State must not do injustice, and, second, because it would burn in upon the
minds of a great body of men and women a stinging conviction that wrong had been done
them, from which spring discontent and resentment that might be pregnant of public evils
and dangers.

If the Legislature is to consider this question of taxing the deposits in the Savings banks
it should approach it with the amplest and most reliable information obtainable, and particu-
larly in regard to the mistaken assumption that the moneys held by these institutions consist
largely of deposits by people of means. A more searching examination and analysis of
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aoccounts than has ever been attempted, or than is practicable, would be required to ascertain
with precision the percentage of deposits which belong properly in that class, but from my
knowledge of the policy which governs the management of most Savings banks, and from
such inspection as I have made of individual accounts, which almost uniformly show deposits
in small sums only, indicating that they are actually savings and not investment funds, I am
entirely satisfled that it is inconsiderable. In many institutions the rule prevails to accept
no single deposit exceeding $500 or $1,000, and that when one such deposit shall have been
made there can be no addition to it untfl after six months or a year; and the purpose is
steadily and systematically growing in most Savings banks to avoid giving warrant for the
representation that the institutions are used as a convenienoe or for investment by capital-
ists or men of affairs. The Superintendent of Banks co-operates to the extent of his oppor-
tunities to enforce this condition, and wherever an excessive account is discovered he orders
it reduced, or where the limit i8 overstepped by the subtertuge of the same individual carry-
ing a second account as agent or in trust, when the agency or trust is not genuine, one of the
accounts is directed to be withdrawn, This effort to confine accounts in S8avings banks to
the classes which may legitimately claim to be entitled to their service is, to my mind, a better
treatment of the evil under discussion than to attempt to cure it by taxing such depoeits out
of the banks. With a simple additional restriction in thc law it can, I think, be made
thoroughly effective. There is at present no legal obstacle to prevent a single depositor from
having accounts to the legal limit in each of two or twenty or a bundred banks. I donot
believe the practice thus suggested is common, but it should not be permitted at all. In the
attempt to stamp it out altogether I am ready to join with the officers of the banks and the
Legislature in instituting and enforcing almost any measure of elimination or restriction,
It might even be required that no bank shall accept a deposit exceeding some sum to be fixed
by law unless the person offering it shall make and subscribe an afidavit declaring that such
deposit would not make the aggregate of his credits in all S8avings banks more than three
thousand dollars, or such other limit as it may be thougbt best to establish.

For every councession of immunity that is granted to the Savings banks they return bene-
fits manifold. They inculcate thrift and diminish poverty. The fact of a wage-earner being
a depositor in them tends to interest him in public questions, and to enroll him in the ranks
of those who stand for honest money and for the preservation of the public faith inviolate.
It contributes to make him independent and self-respecting, and therefore a better citizen.
As to the system as a whole, who will venture to deny that it has & part in diminishing tax
‘burdens, even though it does not actually pay taxes? But for the Savings banks it may well
be questioned if the State or any of its subdivisions could float their bonds at the rates of
interest at which they are now eagerly absorbed. Experience proves that the day that any
new class of securities is made avallable for investment by the Savings banks, the market
price thereof advances. Were it not for the influence of the demand by S8avings banks for
bonds, it is doubtful if premiums would not fall away, and higher interest rates be necessi-
tated on new issues, making public debt obligations more onerous. 80 low, indeed, have
interest rates on high-class securities fallen that many banks were compelled a year ago to
reduce their dividends to depositors to three and a half per cent., and, with an almost impos-
saibility of finding safe investments which will net more than three and a quarter per cent.
upon their cost, men intrusted with the management of these institutions are apprehensive
lest the time be not distant when three per cent. will be all that can be paid. Surely in such
a situation it will not be decreed that the tax-gatherer shall take tithe from the poor unless
exaction i8 to be laid also upon larger individual accumulations generally, and the principle
of equality thus observed. To this latter point it seems to me that great importance attaches,
as the influence of an adverse discrimination against depositors in 8avings banks would be
only little less unfortunate than that which excessive taxation would cause.

Respectfully submitted,
FREDERICK D. KILBURN,
Superintendent of Banks.

Applications to Organize National Banks and National Banks Organized from
March 14 to December 31, 1800.

APPLICATIONS APPROVED,

No. Capital.
(&gt&mh&;ﬁgﬁ ............. . 428 Sﬁ.‘%g:%
Ol eveeeeenereeeesreesssesseeseeeanns ——— . $27,660,000
NATIONAL BANKS ORGANIZED.
B e o OO 315,000

TOtAl....iciiiiiienneetiiannetiiennarecennaenscacnssascnce. 898 $20,127,000




BANK AUDITORS HELD RESPONSIBLE FOR FALSE
STATEMENTS.

For almost, if not quite, the first time in this country the auditors of a public company
have been tried on a criminal charge connected with their professional duties, and have been
found guilty. The local auditor—Mr. Rogers—of Dumbell’s Banking Company in the Isle of
Man, and the English auditors, Mr. William Aldred and Mr. Harold Vincent Aldred, members
of the Institute of Chartered Accountantsin England and Wales, who practice in Manchester,
have been convicted, along with others, on the charge * that they jointly did make, circulate
and publish, and concur in making, circulating and publishing three balance-sheets, dated
June and December, 1898, and June, 1809, which they knew to be false in material particulars,
with intent to deceive and defraud the members, shareholders and creditors of Dumbell’s
Baoking Company.” Tbey have been sentenced respectively to eighteen months’, twelve
‘months’, and six months' imprisonment, with hard labor.

These gentlemen, up to within the last few months, occupied good soclal positions, and
were trusted members of their professions. No one would have dreamed of associating them
with crime. In the case of the Aldreds, it was not suggested that they profited in any way
by their misdeeds. They came to the island twice a year for a few days to carry out the
audit, and baving signed a report upon the balance-sheet in the usual terms, they returned
to Manchester, where they appear to have had a good reputation as accountants. It isevi-
dent they had not the slightest idea that they were parties to a felony. But the bolt has
fallen—their eyes have been opened—and they now occupy a convict’s cell.

One can but pity them—the old man, whose hitherto creditable business career is 8o mis-
erably ended, and the young son, whose character is blighted at the outset. If they had done
their work either better or worse than they did, they would have escaped the punishment
meted out to them. As was stated by their counsel, if they had simply accepted the state-
ments made to them, and **signed the balance-sheets over & glass of whiskey and a cigar,”
they could not have been charged with the guilty knowledge imputed to them. But they
knew enough to know that the balance-sheets were false. Their own letters to the manager
begging him to have matters put to rights were brought up in evidence against them.

The tacts brought out at the trial disclose, in truth, a gross neglect of duty on the part
of the auditors. Vouchers for bankers’ balances were not asked for, overdrawn accounts
were not examined, the branch returns were barely looked at. The manager’s assurances
that everything was satisfactory were accepted without question, although accounts, mani-
festly bad, to a large and rapidly increasing amount, were included in the balance-sheet as
good assets. Unissued notes of the bank were taken in as cash, and a credit with a London
bank was also so treated, with the effect that cash on hand, really amounting to £45,000,
appeared in the balance-sheet as £125,000. These things were too patent not to be known to
the auditors. It was argued for them that they were only guilty of Failure of duty and errors
of judgment, which could not render them liable under a criminal charge; but it was shown -
that they knew the balance-sheets to be wrong in material particulars while they continued
to sign certificates that they truly represented the position of the bank.

They wanted the moral courage required to oppose the fraudulent courses of the mana-
gers, and thus they became parties to them. Their motives may have been innocent; but, as
the judge pointed out, the jury had no concern with motives.

Auditors must not only have the skill to discover error and deception, they must also
have the courage and resolution toexpose them. They must not be deterred trom their duty
by the fear of consequences, or allow their judgment to be clouded by specious explanations.
‘Weakness, as we have seen, may very easily become crime.

Accountants need not regret the verdict in this notable case. It will strengthen their
hands in dealing with difficult situations. It will surely dispel once and for all the too preva-
lent idea, to which we fear some encouragement has been given in certain professional
quarters, that an audit is little more than a test of arithmetical accuracy. And it will help
to give the public a truer sense of the responsibility an auditor undertakes, and to convince
thewn that only men of unswerving rectitude and long and careful training are tit for the
position.— Accountants’ Magazine (Edinburgh).



OPEN LETTERS FROM BANKERS.
AN INTERCHANGE OF OPINION BY THE MAGAZINE'S READERS.

THE RESERVES OF NATIONAL BANKS.

There is considerable opposition among bankers to the proposed changes in the law in re-
lation to keeping bank reserves on deposit with banks in certain cities (see BANKERS' MAGA-
zINE for December, 1900, page 8:6). George M. Coffin, former Deputy Comptroller of the Cur-
rency, and now Vice-President of the Phenix National Bank, New York city, writes on the
subject as follows:

Editor Bankers® Magazine :

81 : The Comptroller of the Currency in his report recently sent to Congrees recom-
mends a change in the law regarding lawful money reserve held against depoeits of National
banks, which has already excited much interest on the part of these banks. In effect the
change proposed means that on the basis of National bank reports for S8eptember 5, 1900, the
*gountry ” banks outside of * reserve " cities must accumulate about $33,000,000 more law-
ful money than they then held in their vaults. This cash must be obtained from National
banks in reserve cities, indebted to them as reserve agents, about $17,000,000 from New York,
Chicago and 8t. Louls, and the balance from National banks in the other reserve cities.

Next, the banks in reserve cities (other than New York, Chicago and St. Louis) must ac-
cumulate about $119,000,000 in lawful money more than now held by them, and this must
come from the National banks in New York, Chicago and St. Louis, now indebted to them as
reserve agents. .

To this $119,000,000 adding the $17,000,000 withdrawn by the country banks we have an ag-
gregate of $186,000,000 in actual money to be withdrawn from National banks in New York,
Chicago and 8t. Louis. But, as New York banks on 8eptember 5 held seventy-seven per cent.
of deposits in the three central reserve cities, about $105,000,000 of this great volume of money
must be furnished by National banks in New York city.

Enormous as this sum is, it does not measure the loss of business which will fall upon the
New York banks if we apply the rule laid down by Comptroller Dawes himself in his little
book on the ** Banking System of the United States.” In this he maintains that if $150,000 in
currency is withdrawn from a New York bank by a bank outside that city the effect on the
New York bank will be to shrink its deposits by £6800,000, or four times the amount of currency
withdrawn, and its loans by $450,000, or three times the currency withdrawn.

If this be true in practice the withdrawal of $105,000,000 of lawful money from the Na-
tional banks in New York would mean a shrinkage in their deposits of $420,000,000 and a con-
traction of their lending capacity by the sum of $315,000,000.

Such results would be a fatal blow to the National banks of New York city, and through
them to the bauking system of the entire country, for these National banks practically oc-
cupy toward the other banks and trust companies of the United States in the matter of re-
serves tgel pol:l;:ion and relation of the Bank of England toward the banks of England, S8cot-
tand and Irel .

One argument for this proposed chanfe in the law'is the strain put upon the New York
banks in time of panic. e record of 1893, the worst panic of recent years, is that during
that year only one National bank in New York succumbed to the strain, and that bank, a
small one, within a year from its failure had paid its depositors in full, principal and inter-
est, without the need of an assessment on its shareholders.

In enumeruting the causes for the stringency in the New York money market in the fall
and winter of 180% the Comptroller omits two which had a potent effect. First, the commence-
ment of the South African war, which cut off the liberal supplies of gold coming from that

.reﬁlon and created a demand for sums to carry on this war; second, the locking up of
a amount of currency in the United States Treasury througi: the operation of our rev-
enue laws.

While low rates for money usually stimulate speculation, this does pot seem to have been
the case during the sPﬂ,:f and summer of 1900, for while interest rates in New York on call
money were very low, eales on the 8tock Exchange were very moderate in amount.

As to the J)aulc of 1808, it took on the peculiar phase of a currency famine, even the de-

“ spised silver dollar selling at a premium, and this currency the reserve city banks were called
upon to furnish, although statistica show that only ten to fifteen per cent. of the deposits re-
ceived by them consisted of gold, silver or other kinds of currency. In spite of this fact.

_however, the banks of New York city rendered very able and effective service in meeting the
demands of out of-town banks and sustaining them until the panic bad passed.

In conclusion, the cash reserve of National banks in New York has now come to be a kind
of weather-gauge of credit and nothing else, which twenty-five per cent. represents as nor-
mal. Above this financial na: tion is comfortable and easy, but below the indications are
for stormy weather requiring close reefing and careful sailing. GEo. M. COFFIN.

Nrw YORK, January 8, 1901
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This Department includes a complete list of NEW NATIONAL BANKS (furnished by the Comp-
¢roller of the Currency), STATE AND PRIVATE BANKS, CHANGES IN OFFICERS, DISSOLUTIONS AND
FAILURES, eto., under their proper State heads for easy reference.

NEW YORK CITY.

—Charles W. Morse has purchased of Frank Tilford a controlling interest in the Bank of
New Amsterdam, and has been elected a director.

—About May 1 the Standard Trust Co. will remove from its present location, 40 Wall

street, to the new Broad-Exchange Building, corner of Broad street and Exchange place.
In addition to having extensive quarters for its banking and trust business, the company
will have thoroughly equipped safe deposit vaults in the basement.
" The officers of the Standard Trust Company are ; President, William C. Lane; Vice-Presi-
dent, Frank K. Sturgis ;: S8econd Vice-President, Louis L. Stanton ; Treasurer, Edward M. F.
Miller ; S8ecretary, Willlam C. Cox. Its board of directors comprise some of the best-known
«capitalists and business men of the city.

—It is said that interests connected with the National City Bank are negotiating for a
<controlling interest in the Columbia Bank.

—Plans have been approved for the new building for the S8tock Exchange, and work will
begin about May 1. The structure will be approximately of the same height as a nine-story
-office building.

—Gilbert R. Thorne, formerly Cashier of the Northwestern National Bank, Minneapolis,
Mina., but who was recently elected a Vice-President of the National Park Bank, of this
oity, was introduced to the bankers of New York at a dinner given at the Union League
<lub on the evening of December 12 by Richard Delafield, President of the National Park.
The guests included the officers of a numberof the leading banks and other well-known busi-
ness men.

—The Bowery Savings Bank, which has been paying a dividend on deposits at the rate of
334 per cent. since July, 1898, declared a dividend at the rate of four per cent. for the last half
-of 1800. This is the largest S8avings bank in the United States, having deposits of over
$67,000,000 divided among 123,000 depositors.

—The Domestic Exchange National Bank, which opened December 28, 1809, for the pur-
pose of making a specialty of recelving out-of-town checks on deposit and for ocollection,
has published a statement of its condition on the same date for 1900, showing its growth after
being one year in business. It reports loans and discounts, $855,491; United States bonds,
$800,000: due from banks, and cash, $787,180; capital, $300,000; circulation, $8(0,000; bank
.and individual deposits, $1,016,172.

—The property at Fifth avenue and Thirty-fourth street, known as the Stewart Mansion,
the home of the late A. T. Stewart, has been purchased by the Knickerbocker Trust Co. A
building for the use of the company will be put up on the site.

—Everton R. Chapman has withdrawn from the firm of Moore & Schley and bas formed
8 new copartnership under the firm name of E. R. Chapman & Co. with his son, Melville D.
Chapman, as his partner. The new brokerage firm will have its offices at 80 Broadway.

—James Stfllman, President of the National City Bank, and Wm. Rockefeller have been
<elected directors of the Lincoln National Bank.

—At an auction sale of securities at the New York Real Estate Salesroom by Adrian H.
Muller & Son, December 19, the following sales of bank and trust company shares were
reported :

One hundred shares Produce Exchange Trust Company, 1503 ; 50 shares Southern Na-
tional Bank (extra dividend of ninety per cent.) 52 ; 6 shares Bank of the State of New
York, 141 ; 30 shares National Bank of North America, 2084 ; 4 shares Bank of New York, N.
B. A., 828; 5 shares National Bank of Commerce, 304; 10 shares Hamilton Bank of New York,
155 ; 84 shares National Bank of Commerce, 30384 ; 15 shares City Trust Company, 885; 10 shares
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Mount Morris Bank, 198; 10 shares Market and Fulton National Bank, 244 ; 20 shares Union
Trust Company, 1,377 ; 7 shares Fourth National Bank, 184 ; 1 share Bank of New York, N.B.A.,
851 : 12 shares Holland Trust Company, 50 ; 24 shares Ninth National Bank, 95; 10 shares Kings
County Trust Company, 406.

—Group VIII of the New York 8tate Bankers’ Association held its annual banquet at the
‘Waldorf-Astoria on the evening of December 19, Gen. A. C. Barnes, Chairman of the group,
presiding.

Addresses were made by Gen. Barnes, Secretary Gage, 8t. Clair McKelway, Rev. Dr. Geo.
R. Van de Water, CoL. Geo. B. Davis and Simeon Ford.

Becretary Gage’s address is printed in full in another part of this issue of the MAGAZINE.

—Wm. H. Baldwin, Jr., President of the Long Island Railroad Co., was recently elected a
director of the Corn Exchange Bank.

—James Brown has been admitted as & member of the firm of Brown Brothers & Co.

—Andrew V. 8tout and J. Augustus Barnard have been admitted as members of the irm
of Dominick & Domimck.
—The resignation of J. Preston McAnerney, Assistant Cashier of the Seventh National
Bank, is announced.
NEW ENGLAND STATES.

Taunton, Mass.—The Taunton 8afe Deposit and Trust Co. has been organized here with
$200,000 capital. 1ts officers are: President, Eiward H. Temple; Vice-President and Treas-
urer, Albert M. Gleason ; S8ecretary, Herbert O. Morse.

.Mr. Gleason was formerly Treasurer of the Greenfield (Mass.) S8avings Bank and during
his connection with the bank its assets increased from $1,000,000 to about $8,000,000.

This city has 31,000 population and is growing steadily. 1t has no trust company, and the
field for such an institution is believed to be a good one.

Taxes on Maine Savings Banks.—For the six months ending October 81, 1900, the
taxes on the Maine Savings banks amount to $220,746, being at the rate of 7-16 of one per
cent.

Providence, R. I.—There are reports here of prospective consolidation of a number of
National banks. Trust companies have already absorbed a number of local banks, and from
these reports the movement in this direction is not yet ended.

New Hampshire Banks.—The Afty-ninth annual report of the Board of Bank Commis-
sioners contains statistics of the eighty Savings banks and twelve State banks and trust com-
panies under the supervision of the commission. The S8avings banks show a total of assets of
$62,008,071, against $58,636,731 in 1809. The amount due depoeitors is $53,806,710. Loans on
iocal collateral security show an increase of $1,87%,688; railroad stock an increase of $1,100,832,
and rallroad bonds an increase of $1,026,612. In Western mortgages there i8 a decrease of
$621,802, and in real estate by foreclosure a decrease of $233,963.

The commissioners recommend a reasonable limitation on the amount which can be in-
vested in notes secured by first mortgages of real estate in New Hampshire; & clearer defl-
nition of the amount of personal paper which can be held, and the authorization of the pur-
<chase of the public loans of other countrics.

Two new banks have been opened during the year and four have closed.

Maine Bank Report.—The annual report of State Bank Examiner Fremont E. Timber-
1ake shows there are fifty-one S8avings banks in the State, whose assets amount to $71,076,211;
seventeen trust and banking companies, whose assets are $18,285,402.

There is a gain of 11,428 in the number of depositors in Savings banks, trust companies
and shareholders in loan and building associations during the year, as againsta correspond-
ing gain of 9,927 in 1809.

Mr. Timberlake believes that the future welfare and the good of the State generally call
for a reduction of the State tax on Savings banks. He also says, in speaking of the trust
companies, that some legislation in that direction i8 necessary as they are of recent establish-
ment in this State, and the laws touching upon them are but few.

MIDDLE STATES.

Pittsbarg.—Col. Hugh Young, who has been National bank examiner for this district for
many years, bas gone on a leave of absence on account of ill-health, and has been succeeded
by Jesse A. Doolittle, of Illinois.

—The Union Trust company makes the following statement of its condition at the close
of business December 31, 1900 :

Loans and investments, $8,068,771 ; real estate and vault, $272,908; cash and other assets,
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$1,770,389 ; total resources. $9,012,100. Capital stock, $500,000; surplus and profits, $881,872;
due depositors, $7,680,187.

These figures not only show a strong condition, but they indicate a very substantial addi-
tion to the company's business—a gain which i8 largely due to the wise management under
which the company operates.

—The year just closed showed a wonderful expansion in the banking business. There were
two new institutions to enter the local tield, while in the county there were nine. The sur-
‘plus and undivided profits of the Pittsburg banks and trust companies increased over $3,600,-
000, the loans over $18,000,000, the deposits $24,842,000, and the total resources $32,075,800. The
county banks and trust companies increased their surplus and undivided profits by $5,580,-
000, their loans by $17,000,000, their depoeits by $30,700,000 and their total resources by $41,481,000.

Bank clearings show a gain of $87,162,989 over 1899, although in the latter year there were
many big combinations which swelled the clearing-house figures.

—A recent number of the * Pittsburg Banker,” published by R.J. Stoney, contains &
statement showing the profits of the National banks of Pittsburg for the year ending with
October, 1900, with comparisons for the past ten years. With one exception, all the banks
paid dividends during the year, the total disbursements amounting to $1,074,000 on a capital
of $18,350,000. Within the same period all save two added to their surplus and undivided pro-
fits, the aggregate of these additions being $1,686,887. The total surplus and profitsamounted
to $14.850,062, or about a million dollars in excess of the total capital.

Within the past ten years the surplus and profits have increased from $7,799,718 to $14,850,-
062, an increase of $8,610,344. About $1,000,000 of thissurplus did not come directly from earn-
ings, but from the sale of stock at a premium, the latter being added to surplus fund. But
with this deduction the remaining increaee i8 very large, and reflects the prosperity enjoyed
by the banks during the past ten years. From 1800 to 1809 the amount paid in dividends was
$9,276,258.

‘While the capital of the banks is only $13,350,000, the market value of their shares is many
times that amount, and within the past year there has been a remarkable appreclation in this
market value, the average of which is the highest in the history of the banking business in
this city.

Albany, N. Y.—The National Commercial Bank of this city is one of the exceptionally
strong banks of the country. Asshown by its statement on December 13, the capital is
$800,000, surplus $700,000 and profits 3162,447. 1ts deposits are $4,660,857.

Edward A. Groesbeck, Cashier of this bank, was elected Chairman of Group V of the
New York State Bankers' Association at the recent annual meeting, beld at Troy.

Philadelphia.—The Fourth Street National Bank reports deposits of $29,508,000—the
largest in its history.

Baltimere.—The Canton National Bank has moved into its new building, corner of
Elljott street and East avenue.

—It is reported that the Equitable Bank Building on South street has been bought by
the S8afe Deposit and Trust Co.

Banker’s Long Service.—On January 8, Dr. Henry Ridgely was elected for the fifty-
third year as President of the Farmers’ Bank of Dover, Del.

Dr. Ridgely had notified the board of directors that he intended to relinquish his oﬂ!oe.
but the directors insisted on re-electing him.

Dr. Ridgely succeeded his father, Henry M. Ridgely. as President, the father having
served since the organization of the institution in 1807,

SOUTHERN STATES.

Atlanta, Ga.—The Lowry National Bank recently declared its regular semi-annual divi-
dend of four per cent. out of its net earnings for the past six months.

This is the twenty-fifth semi-annual dividend paid by this institution since its organiza-
tion as the Lowry Banking Company in 1888. It has paid its stockholders eight per cent. per
annum regularly, besides accumuiating undivided profits of upwards of $100,000.

Richmond, Va.—The banking interests of Richmond closed the century with a satisfac-
tory showing. Within the past ten years the resources of the banks in this city bave in-
creased from $13,597,170 to $24,117,698. The banking facilities, including the three trust com-
panies organized in the past three years, amount to $27,152,47¢, making an increase in the
total banking facilities of the city of $13,555,304.

During the past ten years the banks have added to their surplus funds $846,912, and have
paid in dividends to their stockholders about $3,000,000. In addition there will be distributed
to the stockholders of the banks and trust companies $130,810.

During the period of ten years, the total deposits, including the accounts of banksand
bankers, has increased from $8,749,802 in 1880 to $16,188,278, & net gain of $7,438,476.
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The following figures show the clearings : 1898, $133,618.376 ; 1309, $165,901,087 ; 1900, $175,-
653,845. This shows an increase during the year just cloeed of $9,752,757, and an increase for
the two years of $42,035,400. Thc liabilities in the business failures for the past year, as re-
ported by ** Bradstreet’s,” were $96,000, against $940,800 for 1897 and $148,500 for 1898.

Wheeling, W. Va.—The ** Wheeling Daily Intelligencer,” of December 29, contained
extensive and valuable statistics relating to the banks of thiscity. In the past year deposits
increased over $1,000,000, and from 1807 to the close of 1900 they rose from $6,008,000 to
$9,057,000.

WESTERN STATES.

Chicago.—The stock of the Chicago National Bank is to be increased by an additional
{ssue to present shareholders of 5,000 shares at $300 per share. Of this money $500,000 will be
added to the capital, making it $1,000,000; and $500,000 to surplus, making that $1,000,000, and
$500,000 to profit and loss account, making it a little over $700,000. Out of this profit and loss
acoount the cost of the new building will be provided for, which will be carried on the books
at $100,000 only, the remainder being charged off at once. The building will be ready about
the firgt of May, and from all descriptions it will be one of the finest banking houses in the
ocountry, Of course it cost much more than $100,000, but in placing it on its books at this
figure the Chicago National is following its usual conservative policy.

—The First National Bank made a8 net profit of $789,832 for the year 1800. Statements
were mailed to stockholders showing the results of the twelve months’ operation. The
account itemises the earnings, and states that ‘*all bad and doubtful debts have been pro-
vided for.” The bank’s capital was $8,000,000 until just before the Union National was taken
over on Sept 1, when it was increased to $5,000,000.

—The Continental National Bank has reason to feel gratified because of the progress
made in the past year, as well as for the two previous years. During the last year the gain
in deposits is $6,716,000, or 20 per cent.; gain in deposits for last two years, $10,700,000, or 55
per cent., and gain for the last three years, $15,000,000, or 100 per cent. The total gains im
deposits of all the National banks of Chicago for the same period were as follows: Gain
for last year, $37,000,000, or 19 per cent.; gain for last two years, $44,000,000, or 23 per cent..
gain for last three years, $32,000,000, or 54 per cent.

Detroit, Mioh.—A controlling interest inthe Preston National Bank has been bought by
Heanry Stephens and the Palmee eatate. Charles L. Palmes succeeds F. W. Hayes as Presi-
dent of the bank.

—Owing to advanced age and ill-health, Mr. Emory Wendell, President pro tem. of the
First National Bank, has sold his stock in the bank and retired. He has been a director of the
bank for thirty-six years, and was President from 1882 to 1891, when he was stricken with
paralysis and resigned his ofice. When he partially recovered in 1898 he was made President
protem. His management was always successful, the bank regularly paying ten per cent.
annual dividends and adding to its surplus.

—The State S8avings Bank presents its usual reports of the banks of this city at the date
of the last official call, December 13. State banks report: S8avings deposits, $36,307,244 ; com-
mercial deposits, $0,502,602; due banks and bankers, $3.992,824; total, $49,002,200. National
banks: Commercial deposits, $13,782,114 ; due banks and bankers, $8,725,287; United States de-
posits, $678,223; total, $23,185,625.

Minneapolis, Minn.—The Nicollet National Bank has been consolidated with the First
National Bank. J. F. R. Foss, President of the Nicollet, and Ernest C. Brown, Cashier, will
‘both become officers of the First National.

—E. W. Decker, former Cashier of the Metropolitan Bank, has been elected Cashier of the
Northwestern National, to succeed Gilbert G. Thorne, chosen Vice-President of the National
Park Bank, New York. Frank E. Holton, for eight years paying teller in the Northwestern
National, succeeds Mr. Decker as Cashier of the Metropolitan.

St. Louis.—The Mercantile Trust Co. has decided to increase the capital stock from $750,000
to $1,000,000, the entire increase being underwritten by the directors beforesubscriptions were
invited from present shareholders. It is oneof the youngest trust companies in the city, but
its stock is already selling for $264.50 per share.

—The 8t. Louis Trust Company now occupies its new building at Fourth and Locust
streets. New stock is to be issued at a premium, $500,000 being added to capital and $750,000
tosurplus.

Trust Companies in Indiana.—An interesting feature of the recent report of the Aud-
itor of the State of Indiana relates to the organization of trust companies of that State. In
the past year thirteen new companies were formed. On October 31, 1899, there were twelve




182 ' THE BANKERS’ MAGAZINE.

companies operating with total resources amounting to $7,188,000, and on October 81, 1800, the
number had increased to twenty-eight and the total resources to $10,548,044.

Bank Commisst Resigns.—W. 8. Search, territorial bank commissioner of Okla-
homa, tendered his resignation on January 4.

PACIFIC SLOPE.

Seattle Assay Office.—At the close of the Nineteenth Century and the year 1900, Assayer
‘Wing, of the United States Assay Office at Beattle, said that in the past twelve months his
receipts at the office have been forty-six and one-eighth tons of gold and silver. ’

The total quantity of gold for the year was 1,345,128.41 troy ounces, with an assayed value
of $22,038,755.12, and it represented the individual deposits of 7,108 persons. Over $16,900,000
came from the Klondike, and the remainder from other parts of Alaska, British Columbia,
‘Washington and other States. The highest mark was reached in July last, when over fourteen
tons of the yellow metal was deposeited in the Assay Office in twenty-six working days. Nome's
output was $3,728,272.14.

CANADA.

Change in Bank’s Name.—The Merchants' Bank of Halifax, which was organized at
Halifax, N. 8., in 1869 as & local institution, taking a local name, has received authority from
the Dominion Parliament to change its name to The Royal Bank of Canada. The bank now
has a capital and surplus of $3,700,000, with forty branches luocated at principal points
throughout the Dominion of Canada, and also has agencies at Havana and in New York city.

Bank of Montreal.—Plans have been completed for extensive and important improve-
ments in the building occupied by the head office of this bank in Montreal.

Bank Sale Ratified.—At & special meeting of the shareholders of the Canadian Bank of
Commerce, December 11, the agreement for the purchase of the Bank of British Columbia
was ratified. Under the terms of the agreement the Canadian Bank of Commerce acquires
all the assets of the Bank of British Columbia, assumes all liabilities, and for the capital and
surplus in the business gives the Bank of British Columbia $2,000,000 paid-up stock in the
Canadian Bank of Commerce and $312,000 cash. Employees of the absorbed bank are
retained at the same salaries as heretofore paid.

NOTICES OF NEW BOOKS.

CreARING-HoUsEs—Their History, Methods and Administration. By JaMEs G. CANNON.
New York : D. Appleton & Co. Price $2.50.

Outside of those connected with the management of clearing-houses, the details
of their operations have not been generally understood, and as information on the sub-
ject was much scattered, where it existed at all, Mr. Cannon believed that a book on
the subject would be of interest to bankers, financial and economic students and
others. His work has been done thoroughly, the scope of the volume including the
clearing systems of the principal cities of the United States, of Canada, Japan and
London—the methods in vogue at the world’s financial center being shown to be
somewhat antiquated. Oue of the most interesting chapters is that devoted to a full
description of the daily routine at the New York Clearing-House. The practical
value of the work is greatly enhanced by the minuteness of its description of the
various methods in effecting bank clearings, illustrated with many facsimile forms.

Mr. Cannon has made a most substantial contribution to financial literature, and
it is fortunate that a work involving so much labor and research has been done by
one whose experience and taste exceptionally qualify him for the task.

Poor’'s MANUAL OF RaiLroaDs. New York: H. V. & H. W. Poor.

The edition of this well-known manual for 1900 contains, as usual, complete sta-
tistical and other information in regard to the railways of the United States, as also
in respect to State and municipal bonds and industrial securities. An interesting
and valuable feature is the descriptive matter relating to the construction, consoli-
dation and financial history of the railways of the country.



NEW BANKS, CHANGES IN OFFICERS, ETC.

NEW NATIONAL BANKS.

‘The Comptroller of the Currency furnishes the following t of new National banks organised
sinoce our last report. Names of officers and other particulars regarding these new National banks
will be found under the different State headings.

NATIONAL BARKS ORGANIZED.

5884—Citizens’ National Bank, Chillicothe, Ohfo. Capital, $100,000,
5635—First National Bank, Waverly, Ohio. Capital, $50,000.

5636—First National Bank, New Boston, Texas. Capital, $30,000.
56837—First National Bank, Swea City, Iowa. Capital, $25,000.
5638—First National Bank, Dundee, Illinois, Capital, $50,000.
5630—First National Bank, New Carlisle, Indiana. Capital, $25,000.
5640—First National Bank, Fredericktown, Ohio. Capital, $25,000.
5641—First National Bank, Byesville, Ohio. Capital, $25,000,

5642—First National Bank, Cottage Grove, Oregon. Capital, $25,000.
5643—FIrst National Bank, Bancroft, Iowa. Capital, $50,000.

5644—First National Bank, Forsyth, Georgia. Capital, $30,000.
5645—Lampasas National Bank, Lampasas, Texas. Capital, $50,000.
5648—First National Bank, Fayette City, Pennsylvania. Capital, $50,000.
B5647—First National Bank, Coalgate, Indian Territory. Capital, $26,000.
5648—First National Bank, Caledonia, New York. Capital, $25.,000.
5649—Commercial National Bank, New Orleans, Louisiana. Capital, $300,000.
5860—City National Bank, Marion, Ohfo. Capital, $100,000.

5651 —First National Bank, Laurinburg, North Carolina. Capital, $25,000.
5652—Olympia National Bank, Olympia, Washington. Capital, $50,000.
5853—Metropolitan National Bank, Cleveland, Ohio. Capital, $500,000.
5854—First National Bank, Fullerton, California. Capital, $50,000.
5665—Citizens’ National Bank, Eureka, Kansas. Capital, $25,000.
5656—First National Bank, Mountain View, Oklahoma. Capital, $25,000.
5657—Alliance National Bank, Alliance, Nebraska. Capital, $50,000,
5658—Peshtigo National Bank, Peshtigo, Wisconsin. Capital, $25,000.
5650 —First National Bank, Hudson, Iowa. Capital, $25,000.

APPLICATIONS TO ORGANIZE NATIONAL BANKS APPROVED.

‘The following notices of intention to organize National banks have been approved by the Compe
troller of the Currency since last advice:
First National Bank, Nutrona, Pa.; by O. C. Camp, et al.
First National Bank, Havre, Mont.; by W. E. Hauser, et al.
First National Bank, Clayton, New Mexico; by H. J. Hammond, et al.
National Bank of Fayetteville, Fayetteville, N. C.; by W. J. Edwards, et al.
First National Bank, Alvord, Texas; by Wm. R. Thompson, et al.
Bernards National Bank, Bernardsville, N. J.: by Jesse L. Hedden, et al.
First National Bank, Thomasville, Ala.; by E. J. Buck, et al.
First National Bank, Italy, Texas; by 8. M. Dunlap, et al.
First National Bank, Hoxie, Kansas; by Grover Walker, et al.
Gold Standard National Bank, Marionville, Pa.: by I. M. Shannon, et al.
Miners’ National Bank, Ishpeming, Mich.; by H. O. Young, et al.
First National Bank, Jackson, Ga.; by J. R. Carmichael, et al.
Ocean County National Bank, Point Pleasant, N. J.; by Robert V. Mathews, et al.
Farmers and Merchants’ National Bank, Plano, Texas; by O. Davis, et al.
First National Bank, Koox, 1nd.; by O. D. Fuller, et al.
Federal Hiil National Bank, Baltimore, Md.; by Geo. B. Skinner, et al.
First National Bank, Tully, N. Y.; by Eliot Norton, et al.
Fishkill National Bank, Fishkill, N. Y.; by James E. Dean, ¢t al.
First National Bank. Fairbank, Iowa; by J. I. Minkler, et al.
Pirst National Bank, Granite, Okla.; by C. D. Rorer, et al.
First National Bank, Apollo, Pa.; by W. S. Beamer, et al.
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Citizens' National Bank, Somerset, Ky.;: by J. C. Ogden, et al.
First National Bank, Merkel, Texas: by Geo. 8. Berry, et al.
First National Bank, Stoyestown, Pa.;: by Frank Taylor, et al.
First National Bank, Lake Park, Iowa; by F. H. Daly, et al.
First National Bank, Perkasie, Pa.; by Milton C. Pyle, et al.
First National Bank, Burt, Iowa; by C. D. Smith, et al.

First National Bank, Cody, Wyo.; by W. F. Cody, et al.

People’s National Bank, Latrobe, Pa.; by Charles R. 8mith, et al.
First National Bank, Pitcairn, Pa.; by H. L. Castle, et al.

City National Bank, Decatur, Texas; by 8. A. Lillard, et al.

City National Bank, Tulsa, Ind. Ter.: by L. D. Marr, et al.
Montgomery National Bank, Montgomery, West Va.; by S. H. Montgomery, et al.
First National Bank, Hibbing, Minn.; by A. D. Davidson, etal.

Citizens’ National Bank, Lebanon, Ind.;

by Wm. H. Higgins, et al.

Tempe National Bank, Tempe, Arizona; by A. C. Ozanne, et al.
Citizens' National Baok, Great Bend, Kansas; by E. R. Moses, et al.
Punxsutawney National Bank, Punxsutawney, Pa.; by 8. A. Rinn, et al.

APPLICATION FOR CONVERSION TO NATIONAL BANKS APPROVED.
Bank of Montclair, Montclair, N. J.; into Montcldir National Bank.
Redwood County Bank, Redwood Falls, Minn.; into First National Bank.
Commercial 8avings Bank, Oelwein, Iowa; into First National Bank.
Morris County State Bank, Council Grove, Kansas; into Council Grove National Bank

NEW BANKS, BANKERS, ETC.

ALABAMA.,

ENTERPRISE—Bank of Enterprise; capital,
$50,000.

EVERGREEN—People's Bank; capital, $20,-
000; Pres., C. P. Deming: Vice-Pres., W. B.
Ney; Cas., A. Cunningham.

GOODWATER—Farmersand Merchants’Bank;
capital, $50,000.

RuUBHVILLE—Merchants’ Bank.

ARIZONA.
YuMAa—Bank of Yuma.

ARKANSAS.
NAsEVILLE-Planters’ Bank; capital, $15,-
000; Pres.,, D. P. Wallace; Cas., E. W.
Hutchinson.

CALIFORNIA.

FULLERTON—First National Bank (successor
to Fruit Growers' Bank): capital. $50.000;
Pres., B. G. Balcom; Cas., C. E. Holcomb,

Los ANGELES—Mercantile Loan and Invest-
ment Company ; capital, $250,000.

8AN PEDRO—S8an Pedro Bank of Savings:
capital, $25,000

GEORGIA.

AuausTA—Equitable Trust Co.

ArLeY —Montgomery County Bank : capltal,
$25,000; Pres., James McNatt: Vice-Pres.,
J. A. Oeterson ; Cas., J. M. D. McGregor.

Burorp—S8hadburn Banking Co.

CARLTON—Carlton Bank.

ForsYTH—First National Bank ; capital, $30,-
000; Pres., J. M. Ponder; Cas., Paul A.
Bowden.

MapisoN—Jefferson County Bank: capital,
$25,000.

STATESBORO—Bulloch Bank.

SYLVANIA—Sylvania Banking Co.; Pres., L.
H. Hilton.

‘WILLACOOOHIE—Bank of Willacoochie.

I

ILLINOIS.

CHICAGO—C. A. Denham & Co., Safety De-
posit Vaults; capital, $5,000; Pres., C. A.
Denham; Vice-Pres., Frank N. Derby;
Cas., A. T. Cowen.

Duxpee—First National Bank : capital, $50,-
000; Pree., Delos Dunton; Cas., F. B.
Wright.

MoUNT VERNON—Evans & Gee Banking Co.
——Mount Vernon State Bank.

SwaN CrReEk—Swan Creek Bank; capital,
$13,000.

INDIANA.

NEw CARLISLE—First National Bank; capi-
tal, $25,000; Pres.,, Haven Hubbard: Vice-
Pres., Dickson 8. 8coffern ; Cas., Arthur R.
Brummitt.

THORNTOWN—Home Bank: Cas., L. H. Jor-
dan,

VINCENNES—Vincennes Trust Co.; capital,
$50,000; Pres., W. J. Nicholson; 8ec’y, W.
L. Te Walt.

INDIAN TERRITORY.
COALGATE—First National Bank ; capital,
$25,000; Pres.,, J. H. Carson; Cas.,, Frank
Cheatham Garner..
Rorr — Farmers' Bank; capital, $50,000:
Pres., Randolph Lawrence; Vice-Pres., T.
A. Laporte: Cas., John G, James,

IOWA.

BANCRO¥T — First National Bank: capital,
$50.000; Pres., R. N. Bruer; Cas., Tom Bher-
man.

HupsoN—First National Bank; capital, $25,-
000; Pres.,, John H. Leavitt: Cas., C. W.
Bedford.

LE CLAIRE—Le Claire Savings Bank ; capital,
$10,000: Pres., C. 8. 8impson; Cas., J. E.
Park.
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Lenox—Lenox Bank: Pres., Joseph Allen;
Cas.. F. Wilkin.

SAIRT ANSGAR—Citizens’ Bank: capital, $12,-
700: Pres., J. F. Koch; Cas.,, C. H. Miller;
Asst. Cas., O. H. Koch.

SoMEeRs—8omers Security Bank: Pres, A. R.
Daughenbaugh; Cas., C. F. Sperry.

8TANWOOD—Stanwood Savings Bank (succes-
sor to J. H. Coutts); capital, $20,000; Pres.,
J.H. Coutts; Cas. M. L. Simmons; Asst. Cas.,
C. H. Haesemeyer.

BwxA City—First National Bank; capital,
$25,000; Pres., C. J. Lenander; Vice-Pres.,
Geo. C. Call; Cas., G. F. Thomas ; Asst. Cas.,
P. E. Benson.

KANSAS.

Dopae Ciry—State Bank of Comwmerce; cap-
ital. $10,800; Pres., C. Q. Chandler; Cas., H.
A. Burnett.

EURBEA—Citizens' National Bank; capital,
$25,000; Pres , Edward Crebo; Cas., Gilbert
Bittler.

GOODLAND—Charles F. Weber.

NETAWAKA—Citizens' State Bank; capital,
$10,000; Pres., C. 8. Cummings; Cas., C. E.
Cummings.

SENECA—Seneca State S8avings Bank : capital,

. $10,000; Pres., J. E. Stillwell; Cas., D. O.
Taylor.

KENTUCKY.

CAD12—Cadiz Bank ; Pres., E. E. Wash ; Vice-
Pres., K. R. McKee; Cas., J. D. Shaw.

LovuisviLLE—Louisville Title Co.; Pres.,
Geo. A. Newman: Vice-Pres., Arthur G.
Langham; Sec. and Manager, C. M. Phil-
lips; Treas., Geo. W. Hutcbison.

NEWPORT — Security Savings Co.; capital,
$10,000.

SHEPHERDSVILLE—People's Bank;
$15,000.

capital,

LOUISIANA.
NEW ORLEANS—Commercial National Bank;
capital, $300,000; Pres., Wm. Mason Smith;
Cas., John Hamilton Fuiton.

MARYLAND.
BALTIMORE—Dime Savings Bank;
$100,000.—Federal 8avings Bank.

MASSACHUSEBTTS.
Bosron—Matthews & Co.

MICHIGAN.
DerroiT—United States S8avings and Secur-
ity Co.; capital, $50,000.
KALAMAZOO—Ideal Trust Co.; capital, $4,000.
ZuxrLAND—State Bank of Zeeland (successor
Den Herder’s Bank); Pres.,, J. Den Her-
der; Vice-Pres., Frank Broomstra; Cas.,
Christopher Den Herder.

MINNESOTA.
FRANKLIN—State Bank: capital, $15,000.
LisMorz—State Bank: capital, $15,000; Pres.,

A.Graf; Cas., A. J. Rlce.
THIEFRIVER FALL8—Scandia Bank; capital,
$10,000 ; Pres., Sven Swanson.

capital,
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MISSISSIPPI.
BROOKHAVEN — Bank of Brookhaven (suc-
cessor to Sherman & Davis); capital, $25,-
000; Pres., Z. D. Davis; Cas., O. Newton, Jr.

MISSOURI.
JorPLIN—Citizens' State Bank; capital, $25-
000; Pres.,C. M. DeGraft; Cas., F. T.S8napp.
NoviNGER—Novibger Bank; capital, $12,000.
80UTH 8T. JOSEPH—Bank of Commerce of
8t. Joseph: Pres., A. H. Penfield.
WEBSTER GROVES—Baunk of Webster Groves;
capital, $25,000.
MONTANA.
BurTE—Monidah Trust Co.; capital, $50,000.

NEBRASKA.
ALLIANCE—Alliance Nat. Bank (successor
to Bank of Alliance); capital, $50,000; Pres.,
F. M. Knight ; Cas., H. A. Lotspeich.

NEW JERSEY.

CRANFORD--Cranford Savings Bank.
NewARE—Essex Trust Co.; capital, $500,000,

NEW YORK.
CALEDONTA—First. Nat. Bank (successor to

McDonald Bros.); capital, $25,000 ; Cas., S.
W. McDonald.

NORTH CAROLINA.

LAURINBURG—First Nat. Bank (sucocessor
to Bank of Laurinburg); capital, $25,000;
Pres., A. L. James; Cas., T. J. Gill.

RALBIGH—Raleigh Loan & Trust Co.

NORTH DAKOTA.
LiroBvVILLE—State Bank of Litchville.
OHIO.

ByYesviLLE—First Nat. Bank ; capital, $35,-
000; Pres., Geo. 8. Trenner; Cas., R. H.
Mills.

CLEVELAND—Metropolitan Nat. Baok ; capi-
tal, $500,000 ; Pres., John J. Phillips; Cas.
Frank 8. Bauder.— People’s Trust Co.;
capital stock, $500,000.

CH1LLICOTHE—Citizens’ Nat. Bank ; capital,
$100.000; Pres., Geo. A. Vaughters; Cas.,
Herbert E. Holland.

CoLumMBUS—Franklin County S8avings Bank
Co.; capital, $50,000.

CONNEAUT — Conneaut Banking Co.; capi-
tal, $50,000,

FREDERICKTOWN—First National Bank; cap-
ital, $25,000; Pres., J. N. Braddock; Cas.,
J. H. Dickey.

MARION—City National Bank; capital, $100,-
000; Pres., 1saac A. Merchant; Cas., D. H.
Lincoln.

New LoNpoN—Savings and Loan Bank Co.;
capital, $30,000; Pres., W. S, Weston; Vice-
Pres., Charles McClave; Cas., George E.
Prosser.

WaveERLY—First National Bank (successor
to Hays, Jones & Co.); capital, $50,000;
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‘Wells 8. Jones, Jr.; Vioc-Pres., W. B. Lee;
Cas., W. F. Taylor.

OKLAHOMA.

BELLEMONT — Bank of Bellemont; capital,
$5,000.

BILLINGS—Farmers’ Exchange Bank; capi-
tal, $5,000; Pres., Fred. 8. Gum; Cas., C. B.
‘Winsborough.

MARSHALL—Farmers' State Bank; capital,
$5,000; Pres,, O. E. Helton: Vice-Pres., J.
L. Hearn; Cas., W. L. Helton.

MOUNTAIN ViIEw—First National Bank; cap-
ital, $25,000; Pres., Andrew J. Dunlap.

OREGON.
COTTAGE GROVE -First National Bank; cap-
ital, $25.000: Pres., Darwin Bristow; Cas.,
Herbert Eakin.

PENNSYLVANIA.

BRADDOCK — People’s Trust Co.; capital,
$75,000.

CORAOPOLIS—Ohio Valley Trust Co.; capi-
tal, $125,000.

Fayerre CiTY—First National Bank: capi-
tal, $50,000; Pres., Andrew Brown; Vice-
Pres., Louis Cope; Cas.,, Wm. E. Shope;
Asst. Cas., James G. Binns.

SAYRE—First National Bank: capital, $50.-
000; Pres., E. P. Wilbur; Cas., R. F. Page ;
Asst. Cas., L. D. Atwater.

SORANTON—North Scranton Savings Bank;
capital, $50,000.—People’'s Bank ; capital,
$100,000,

SoMERSET — Somerset Trust Co.;
$1,000.

capital,
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SOUTH DAKOTA.
BRANDT—State Bank ; capital, $15,000.

TENNESSEE.

ASHLAND Crry — Ashland City Bank and
Trust Co.; Pres., J. C. Chambliss; Cas., P.P.
Pickard.

WHITEVILLE—Whiteville S8avings Bank of
Hardeman & Co.; capital, $20,000.

TEXAS.
GALVESTON—J. W, Riddell: Cas., G. T. Austin,
IREDELL—J. A. Rushing & Son.
LAaMPAsAs—Lampasas National Bank; capi-
tal, $50,000; Pres., 8. H. Brown ; Vice-Pres.,
‘Walter Acker: Cas., Ford Brandenburg.
NEW BosToN—First Nat. Bank (svccessor to
Bowie County Bank); capital, $30,000;
Pres., T. H. Leeves ; Cas., W. K, Stewart.
PARIs—Paris Loan and Trust Co.; Pres., Hud-
son P. Ellis: Vice-Pres., Fred Fleming;
Sec. and Treas., A. Templeton.

VIRGINIA.
RoANOKE—C. R. Fishburn & Co.

WASHINGTON.
OLYMPIA-Olympia National Bank (successor
to Olympia State Bank); capital, $50,000;
Pres., Charles H. Kegley ; Asst. Cas., D. E.
Crandall.
) WEST VIRGINIA.
WHEBLING—Centre Wheeling Savings Bank.

WISOONSIN.
PESHTIGO—Peshtigo National Bank ; capital,
$25,000; Pres., Wm. Ellis, Jr.

CHANGCES IN OFFICERS, CAPITAL,ETC.

ALABAMA.

EVERGRBEN—Bank of Evergreen; sold to
Vinson Bros.

GADSDEN—First National Bank; no Cas. in
place of W. G. Brockway: R. J. White,
Asst. Cas.

MoNTGOMERY—Capital City Insurance Co.;
Willlam Berney, Pres. in place of E. B.
Joseph, resigned.

SBLMA—City Nat. Bank; W. P. Armstrong,
Pres., deceased.

TALLADEGA—Isbell Nat. Bank; W. P. Arm-
strong, Pres., deceased.

ARKANSAS.
MoNTICELLO—Monticello Bank; R. W. Finn,
Cas. in place of R. F. Hyatt, deceased.

CALIFORNIA.

ALAMEDA—Bank of Alameda; J. E. Baker,
Pres. in place of Henry Sevening; E. R.
Tabor, Cas.——Alameda S8avings Bank; J.
E. Baker, Pres. in place of Henry Sevening ;
E. R. Tabor, Cas.

Lopi—Bank of Lodi:
Vioce-Pres., deceased.

SAN FrANOCISCO—Crocker-Woolworth Na-
tional Bank; Wm. E. Brown, Vice-Pres.,
deoceased.

Francis Coggswell,

COLORADO.
STERLING—First National Bank ; L. M. Judd,
Vice-Pres.; D. A. Bartholow, Asst. Cas.

CONNECTICUT.

DeeP RIVvER—Deep River Savings Bank:
James E. Pratt, Treas.

NEwW HAvVvEN—Tradesmen's National Bank;
Andrew W. De Forest, director, deceased.

DISTRICT OF COLUMBIA.
‘WASHINGTON—National Metropolitan Bank ;
J. Gales Moore, Cas.; W. W. W, Parker,

Asst. Cas. in place of J. Gales Moore.

FLORIDA.

JACKSONVILLE—Commercial Bank : H. Gail-
lard, Aoctg. Cas.; W. B. Cofin, elected di-
rector.

PENSACOLA—American National Bank; F.C.
Horton, Cas. in place of A. M. Moses; M. E.
Clark, Asst. Cas. in place of F. C. Horton.

ST. AUGUSTINE —First National Bank ; Walter
Bloomfield, Asst. Cas.

GEORGIA.
AMERICUS—Planters' Bank; Geo. W, Council,
President, deceased.— Bank of Commerce;
Edward S8heflield, Asst. Cas. in place of Lott
Warren.
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ILLINOIS.
CoBpaN-—-First National Bank: R. E. Gilles-
ple, Asst. Cas.
EMDEN—Bank of Emden; purchased by Farm-
ers’ Bank.
INDIANA.
MoxTPELIER—Farmers' Deposit Bank; Jos.
H. Shoemaker, Cas., deceased.
ROCHDALE — Rochdale Bank; capital in-
creased $5,000.

IOWA.

BRLLE PLAINE—First National Bank; L. T.
Sweet, Cas., deceased.

Dxs MoiNes—Valiey National Bank; N. W.
Johnson, Pres., deceased.

LoviLia—Lovilia Exchange Bank; T. B.
McDonald, Pres.; O. L. Wright, Vice-Pres.;
Jerry Wilcox, Cas.

NORBWAY—Benton County Savings Bank ;
‘Wm. Schloeman, Pres. in place of Frank
Pickart, deceased.

BUMNER—Citizens’ State Bank; Chauncey
Carpenter, Pres., deceased.

KANSAS.

CHEROKEE—First National Bank; no Asst.
Cas. in place of W. C. Payne.

LARNED—Rush State Bank and First State
Bank ; consolidated under latter title.

LEAVENWORTH — Manufacturers’ National
Bank ; capital reduced to $200,000; Otto
‘Whulfekuhler, Cas., resigned.

KENTUCKY.
FRANKFORT—Farmers’ Bank of Kentucky;
Thoe. Rodman, Pres., deceased.
MADISONVILLE—John G. Morton;
Holeman, Vice-Pres.
VINE GrROVE—Farmers’ Bank ; John Hibbs,
Pres., deceased.
LOUISIANA.
N ATOHITOCHES — Exchange Bank; capital,
$25,000.
NEwW ORLRANs—People’s Bank; Louis Cu-
cullu, Pres., in place of N. Landry.
MAINE.
AUBURN—First Nat. Bank ; Hiram C. Briggs,
Vioce-Pres., deceased.
SKOWHBGAN — Becond Nat. Bank; Russell
B. Shepherd, Pres., deceased.

MARYLAND.

ABERDEEN—First Nat. Bank; John A. Evans,
Acting Cas., in place of Donald K. Pritch-
ard, Cas., resigned.

BavLrmore—8afe Deposit & Trust Co.; C.C.
Homer, Vice-Pres., resigned.—Nat. Bank
of Commerce: Harry Fahnestock, elected
director in place of Wm. M. Powell, dec'd.
——Merchants’ Nat. Bank; J. C. Wands,
Asst. Cas.

FREDERIOK—Citizens’ Nat. Bank; W. G. Ba-
ker, Vice-Pres., in place of W. Irving Par-
sons, deceased; Samuel G. Duvall, Asst.
Cas.

Hop
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MASSACHUSETTS.

ARLINGTON—Arlington Five Cent Savings
Bank; Howard D. Hawkins, Asst. Cas., in
place of Annie L. Proctor.

BosTON — Bank of Nova Scotia; John A.
McLeod, Mgr., in place of W. E. Stavert,
resigned.—Washington Nat. Bank; John
D. Williams, elected director.—E. H. Gay,
& Co.; Walter H. Trumbull, admitted to
firm.

GREENFIELD—Greenfield S8ayings Bank; 8.
D. Conant, Sec’y.

LAWRENRCE — Pacific Nat. Bank;
Jaquith, Cas., deceased.

NORTHAMPTON — Northampton Inst'n for
Savings: T. G. Spaulding, S8ec’y.

SoMERVILLE—Somerville National Bank;
Joseph E. Gendron, Cas. in place of James
F. Beard.

SHELBURNE FALLS—S8helburne Falls Savings
Bank: A. K. Hawks, Treas.

TURNERS FaALlLs—Crocker Institution for
Savings: W. H. P. Gilmore, S8ec.

‘WORCRSTER— Worcester Mechanics’ S8avings
Bank; A. B. R. Sprague, Pres.

MICHIGAN.

DETROIT—Preston National Bank; Charles
L. Palmes, Pres. in place of F, W, Hayes.—
First National Bank : Emory Wendell, Pres.
pro tem, resigned.

THRER RIVERS—First National Bank; N. W.
Garrison, Cas. in place of Charles W. Cox;
no Asst. Cas. in place of N. W. Garrison.

MINNESOTA.

MinNEAPOLIS—First National Bank and
Nlocollet National Bank; consolidated under
former title.—Metropolitan Bank; Frank
E. Holton, Cas. in place of K. W. Decker.—
Northwestern National Bank; Edward W.
Decker, Cas. in place of Gilbert G. Thorne ;
‘Wm. Colling, no longer Asst, Cas.

MISSOURL

CHARLESTON—Charleston Bank; A. H. Dan-
forth, Pres.. deceased.

RIOEMOND—Ray County Bank: John W.
Shotwell, Jr., no longer Cas.

8t. Louts—S8t. Louis Trust Co.; capital in-
creased to $8,000,000.— Mercantile Trust
Co.; will increase capital to $1,500,000.

MONTANA.

HamuroN—Ravalli County Bank; W. W,
McCracken, Pres. in place of Marcus Daly,
deceased.

HELENA—Union Bank and Trust Co.;: Conrad
Kohrs, Pres. in place of Henry Elling, de-
ceased.

VIRGINIA CiTY—Elling State Bank: 8. R.
Buford, Pres. in place of Henry Elling,
deceased.

NEW HAMPSHIRE.

NEWMARKET—Newmarket National Bank:
Ella Tuttle, Asst. Cas.

Wm. H.
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NEW JERSEY.
EL1ZABETH — Elizabethport Banking Co.;
Charles D. Doctor, Cas.
MouNT HoLLY-Farmers' National Bank;
Alfred L. Black, Pres., deceased.
‘WASHINGTON—First National Bank; surplus
increased to $100,000.

NEW YORK.

GRBENWICH —First National Bank: Horace
Cottrell, Asst. Cas. in place of John C.
Sherman.

NEW YORK—L.Levy & Co.; Harry A. Levy

~ and A. G. Levy admitted to firm; David
U. Herman, deceased.—Lincoln National
Bank; James Stillman and Wm. Rocke-
feller, elected directors.—Corn Exchange
Bank; Wm. H. Baldwin, Jr., elected di-
rector,—New York Security and Trust
Co.; Geo. W. Perkins and Abram M. Hyatt,
elected trustees.—J. Kennedy Tod & Co.;
Frederick Harbach Herrick, Cas.. deceased.
—Dominick & Dominick: Andrew V.

. 8tout and J. Augustus Barnard admitted
to firm.—Brown Brosthers & Co.; James
Brown, admitted to firm.-— Albert Loeb &
Co.; Louis M. Josephthal, admitted to firm.
F. J. Lisman & Co.; Wm. Goodman, ad-
mitted to firm.—Moore & Schley ; Elver-
ton R. Chapman, retired from firm.—J.
H. Sulzbacher & Co.; Albert Ulman, ad-
mitted to firm.—Vernam & Co.; Jos. B.
Bourne, admitted to firm. — Atlantio
Trust Co. and Bankers’ Trust Co.; merged
under former title,.—Seventh National
Bank; J. Preston McAnerney, Asst. Cas.,
resigned. — German American Bank;
Hugo Wesdendonck, director, deceased.
—Mercantile Trust Co.; E. H. Harriman,
director, in place of H. B. Ely.—Conti-
nental Trust Co.; O. D. Ashley, elected di-
reetor.—- City Trust Co.; James Roose-
velt, director, deceased ; also trustee Farm-
ers’ Loan and Trust Co.—Bank of New
Amsterdam ; Charles W. Morse, elected di-
rector.

PorspaM—Citizens' National Bank; Willlam
Pert, Pres., deceased.

SYRACUSE—National Bank of S8yracuse ; The-
odore L. Poole, director, deceased.— First
National Bank ; Charles M. Crouse, elected
director in place of Jacob Crouse.

NORTH CAROLINA.
WILMINGTON—Atlantic National Bank; An-
drew Moreland, Cas.

NORTH DAKOTA.
ELLENDALE - Citizens' Bank and F. B. Gan-
non Banking Co.; consolidated under for-
mer title,
OHIO.
CINOIRNATI—Fourth National Bank; Hiram
De Camp, Asst. Cas., resigned.— —First Na-
tional Bank ; John P. Clark, Asst. Cas., re-
signed.
CLEVELAND — Forest City S8avings Bank;
John C. Weideman, Pres., dec'd; also di-

rector Union National Bank and Savings
and Trust Co.—Union Nat. Bank: 8. T,
Everett, director, resigned.

DELTA—Farmers’ National Bank; Andrew
J. Fraker, First Vice-Pres.; John W, Cris-
man, Second Vice-Pres.

LANCASTER—Lancaster Bank; C. P. Cole,
Pres.; Charles H. Towson, Vice-Pres.

81. MARYs—First National Bank; Leroy R.
Piper no longer Cash.

ToLEDO — 8econd National Bank: J. A.
Moore, Vice-Pres., dec'd; a