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HE DECISIONS OF THE SUPREME COURT of the United States in
what have been called the insular cases appear to have aroused
an unusual degree of criticism. Probably the court has never been
called upon to solve a more difficult problem, not perhaps because of
the perplexity of legal and constitutional issues involved, but because
of the possible effect of the decision on the policy of the party which at
the last election commanded the support of a majority of the voters.
For the first time in its history the United States has acquired de-
cidedly foreign territory outside of its natural boundaries by direct
conquest. Territory has been acquired before, by purchase, by nego-
tiation, or by discovery. It is true thatthere was an element of con-
quest in the acquisition of California and Texas from Mexico, and an
element of purchase in the acquisition of the Philippines from Spain,
but in the latter case the payment was made as an act of conscience
rather than as an act forced by necessity. Spain was at our mercy.
In regard to Texas, the war with Mexico was ostensibly undertaken
for the protection of that republic struggling for independence and
with whose inhabitants those of the United States had close blood re-
lations. Annexation was the natural destiny of Texas, once free
from Mexico. Both California and Texas lay contiguous, and there
was no natural boundary between, although both Texas and Califor-
nia were hardly so accessible at the time of their acquisition as the
new possessions are now. These new acquisitions, however, are sep-
arated by the seas, and are foreign to us as California and Texas and
the Louisiana purchase never were. They contain populations of
races different from ours, with different laws and customs. The trade
of the people of the United States with them has been subject to the
same laws which have guided trade with other foreign countries.
They are distinctly foreign as compared with previous acquisitions
and annexations. They therefore present an entirely new question,
1
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when it is considered whether they shall be admitted on an equal foot-
ing with the States and Territories, and whether they shall share in the
benefits and burdens of the Constitution.

Some are disposed to regard the Constitution as a system of gov-
ernment so perfected by its framers as to be the only rule by which
the people of the United States can act under any and all circum-
stances that may arise. But the provision which it contains for its
own amendment shows that its framers were not so assured of the per-
fection of the instrument they had prepared. Nor can it fairly be
claimed that the provision for amendment does not apply to all parts
of the Constitution, even to its most fundamental principles. One of
these fundamental principles is that there shall be uniformity of law
in all parts of the United States. The contention was that in acquir-
ing the Philippines and Porto Rico these islands at once became a part
of the United States and their inhabitants citizens. But if this view
of the case were the correct one, serious inconvenience would at once
arise from the competition between the industries and inhabitants of
the United States and those of the islands. There was no such com-
petition possible in the case of territory previously added to our own.
Common sense seems to recognize the cases as different, while the
most obvious construction of the Constitution would seem to override
this difference.

Under the Constitution, which insists on equal laws in all parts of
the country, and the precedent that such equal laws were at once put
in force in all territory previously acquired, it seemed very plain that
Porto Rico and the Philippines should all at once come into the en-
joyment of equal laws. Nevertheless, common sense is compelled to
recognize real distinctions when a novel situation arises; and that
there are real distinctions between the case of Porto Rico and the
Philippines and that of all previously acquired territory cannot easily
be denied. The main distinction seems to be that all previously ac-
quired territory was comparatively uninhabited, or at least so sparsely
inhabited that immigration from the older States could make itself
felt in controlling preponderance. Porto Rico and the Philippines
are already so thickly settled that there is no room or necessity for
immigration.

As the subject is closely examined it appears that the extension of
equal laws to previously acquired territory was not made because the
Constitution required it, but because it was expedient, and that the
doctrine of expediency is really the one by which the United States
has been guided in the treatment of all new territory acquired. If
this is so, and there is nothing in the Constitution that necessarily
forces the application of the laws of the old to new territory, then it
becomes evident that the law of expediency in the treatment of Porto
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Rico and the Philippines is sustained by precedent and is not contrary
to any positive provision of the Constitution. Itwill no doubt be ad-
mitted that the people of the United States havenot yet made up their
minds to depart from the protective tariff doctrine which has had the
general support of the majority during the last century. No doubt
there are some symptoms of changing opinion on this subject, but as
yet no more than have been usual in previous tariff contests. The
step to free trade is still a very long one. So long as the protection
doctrine prevails, it will be difficult to convince the people of the
United States that they must sacrifice their own interests by permit-
ting the dangerous competition of the alien inhabitants of territory
secured by conquest. Perhaps it is not yet accurately known what
this competition amounts to, and that a full investigation may show
that the tariff laws may be modified with advantage according to the
actual circumstances. '

It would seem therefore that it is rather to be regretted that cases
of very little importance in themselves have forced what may prove
to be a premature decision of the court. In cases that involve not
only law but political policy, the Supreme Court is subject to the in-
fluence of public opinion manifested by popular vote, and its strictly
technical decisions have had to be modified where they have been
found to conflict with the general trend of the development of the pub-
lic mind. The present court is not an exception in being susceptible,
in deciding political questions, to what at the time appears to be the
weight of popular opinion. It is customary to refer with pride to the
decisions of Chief JUSTICE MARSHALL, but in their day they were
animadverted on as bitterly by the opponents of the -Federalists as
are the decisions now under consideration. The Dred Scott decision
was rendered under the influence of the pro-slavery party in power.
It has become, with the triumph of other views, a dead letter. The
legal-tender decisions are another instance of the difficulty with which
a strictly technical view of the law can be maintained in the face of
strong public sentiment in favor of a different course. The Supreme
Court will never, as a rule, decide political cases in opposition to the
desires of an Administration which is strongly entrenched in a ma-
Jority that seems to maintain itself.

THE WORLD’S OUTPUT OF GOLD for the year 1900 as announced
by the Director of the Mint has fallen off compared with the produc-
tion of the previous year. The main cause of this is the closing of the
mines of the Transvaal by the South African war. There has also
been some falling off in the product of China and Australia. On the
-other hand the returns from other gold-producing countries show an
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increase. It is probable that but for the Boer war the gold product
would have more than maintained itself.

The virtual demonetization of silver as a standard of value has
within the last five years given a great impetus to the discovery of
new gold deposits and the development of gold mines. The fears
that were expressed that the stock of gold would prove inadequate to-
the demands made upon it for the reserves of the great commercial
nations have been proved groundless. On the contrary there is every
reason to believe that with the full development of all the new gold
discoveries which have from time to time been announced, apprehen--
sions similar to those expressed by M. CERNUSCHI after the discovery
of gold in California and Australia in the fifties may again be aroused.
M. CERNUSCHI thought that the unprecedented abundance of gold
would cause it to depreciate, that this depreciation would be indicated
by a rise in prices, causing all incomes to lose something of their pur--
chasing power.

It is possible that these apprehensions were not wholly groundless.
in the fifties, and that they may not be wholly groundless now. If,
however, there was any depreciation in the purchasing power of gold
on account of the increased supply obtained in Australia and Califor-
nia, it seems to have had no injurious effect on the progress of the
world in wealth and civilization ; and the increased supply from the-
mines at the present time bears a much smaller proportion to the stock
already on hand than the increase from California and Australia did
to the stock then in existence.

The truth seems to be that while the first and chief use of gold is.
to serve as money, yet it has other uses which cause the absorption of
all that is not required for monetary purposes. In fact, the desire for
gold and its use as money are interdependent. If it were not for this
unexplained wish which seems to be common to all members of the
human race to possess gold, it would not have been selected as the:
proper substance to measure values. Many philosophers and econo-
mists have characterized this passion for gold as a savage and bar-
baric instinct, but by so characterizing this passion they have not done
away with it. This instinct, or passion, or characteristic, very elu-
sive and impossible of exact explanation or description, affords a basis
for the monetary systems of the world, and the power of organization
and co-operation without the brutal degradation of slavery. It isbe-
cause there is something for which men universally will willingly give:
their mental and physical labor, that without undue force and in-
justice they can be brought together for united effort both for the in-
dividual and common good. Originally the motive was perhaps the
mere barbaric love of glitter and ornament, similar to that leading
the crow to carry a shining object to its nest. But as one man finds.
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gold another wants it and will serve for it ; the motive thus becomes
a kind of endless chain on which every one is firmly fastened. But
as the demand for the metal for monetary purposes is satisfied the
barbaric instinct seems to return, and the surplus gold is absorbed for
more or less intelligent purposes of use, ornament and display. The
demand is thus always equal to the supply.

His EXCELLENCY WU TING-FANG, the Chinese Minister, appar-
ently understands as well as any one the necessity of gaining the ear
and starting the reflective faculties of the people of this great repub-
lic, by an educational campaign. Whenever any point is to be gained,
either in politics or diplomacy, it must have become plain by this time
to the intelligent observer that the great and generally just, though
somewhat sluggish and easily distracted mind of the American peo-
ple must be set to working on the desired problem by means of an ed-
ucational endeavor.

‘WU TING-FANG has explained many things about China, but it is
not yet clear how it comes about that he has grasped and is so suc-
cessfully applying this method. Did he himself seize upon the idea,
coming new to the ground, or was this course marked out for him
and laid down in his instructions by that mysterious band of coun-
sellors who, surrounding the Emperor and Empress, are supposed to
direct the destinies of the Chinese Empire ? Did these men, rendered
astute by a long course of civil-service examinations, find somewhere
in the ancient books of CONFUCIUS the true rule for dealing with the
people of the United States? Or have they accidentally found in
their present Ambassador a man whose innate diplomatic genius has
at once comprehended the secret, supposed to be known only to the
veteran politicians of this country ?

To decide this question, however, would be more curious than use-
ful, and though several very promising speculations occur to us, we
shall not undertake to do so. Suffice it to remark the fact, that as
the situation in China grew more acute, WU TING-FANG did not, as
many diplomats, knowing the risk of talking too much might have
done, shut himself up in an impressive silence, but immediately started
out to tell the American people about China. He recognized the
ignorance as to the manners, customs, religious beliefs and general
humanities of his countrymen, which is the root of the misunderstand-
ings and difficulties of intercourse that have prevailed for so many
years.

It is probable that the Chinese Minister has had great weight with
the head of the State Department, and that Secretary HaY’s wise
and much-praised treatment of the situation in China is due in some
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degree to his advice. But not content with this influence, WU TING-
FANG has appealed with great tact and discretion to the heads of the
intelligence of the nation outside of the political and diplomatic field.
He has rendered himself popular to such a degree that his words are
listened to with a bias that generally results in approval. He has
probably done more than any of his predecessors to abolish the preju-
dice of race, which virtually seems to deny the attributes of a com-
mon humanity to all peoples who are not of the much-vaunted though
not easily-defined Caucasian blood.

Now at Buffalo the Chinese Minister has met with the convention
of the New York State Bankers’ Association, holding its eighth an-
nual meeting, and in an interesting paper has intelligently elaborated
the subject of banking in China.

From the shores of distant Cathay have come the hints and be-
ginnings of many of the inventions which have had so great an effect
on the circumstances of modern progress. Mr. KNoX in his History
of Banking reveals that the New York safety-fund system was sug-
gested by the hong or association of Chinese merchants for carrying
on trade with foreign countries. 8o jealous was the Chinese Govern-
ment in dealing with foreigners that nothing should occur to reflect on
the honest reputation of the Chinese merchant, that the permission to
enter this line of commerce was granted only to merchants of the
highest solvency and character, and these were directed to enter into
a hong or association, the terms of this being that each associate
was liable for the debts of all the others, although each member
might represent a distinct branch of business. Some cynical critic
might seek to point out that the selection of the members of the hong
was in the nature of granting a privilege or monopoly and that the
Chinese Government received its honorarium for the concession. But
if this view is correct China was on a par with other governments at
the same period that made the price of monopolies a source of reve-
nue. Even in this enlightened republic it was the early practice for
both the Federal and State Governments to receive bonuses for the
granting of bank charters. The practice in & modified form, when
business privileges are under discussion by modern legislatures, is said
still to exist. This community of practice found under all govern-
ments, when reflected upon, should strengthen the arguments of Wu
TING-FANG in favor of the Chinese being influenced by ordinary hu-
man motives.

The Chinese Minister’s account of banking in China is character-
ized by its air of absolute correctness. There is no bragging in re-
gard to the superiority of the monetary system and the management
of banks under it, nor is there any apology for its deficiencies. There
appear to be no Government checks upon the business except the or-
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dinary laws of the country. Honesty of dealing, which is attempted
to be enforced by so many special statutes in the United States, is in
China strengthened by means of guilds and special training for the
business. There seems to be what may be termed a banking caste.
The adaptability to the business descends as an inheritance from
father to son. And here the lesson of a common humanity may again
be enforced by the fact that notwithstanding the safeguards thrown
around banking by special statutes, the bankers of the United States
have adopted for themselves the additional and natural safeguards of
association and affiliation. When this country acquires the age of
China it may be discovered that caste is also the invariable accom-
paniment of & long course of civilization. The tendency of sons suc-
ceeding to the business of their fathers is growing stronger as the
country grows older.

‘Wu TING-FANG made clear the *‘ cash ” system, by which an al-
most infinite subdivision of monetary values for the convenience of a
crowded and poor population is accomplished.

He explained the manner in which paper money is issued on the
credit of the bankers, and how the weight and fineness of silver and
gold are maintained. The rate of interest mentioned seems high, and
there must be large possibilities of profit in the handling of cash by
the exchange bankers. The Minister said there were as yet no clear-
ing-houses in China, although mutual debts are no doubt settled by
exchanges among bankers. WU TING-FANG indulges in very little
comment, merely telling clearly the current methods, and makes no
odious comparisons. He did not say whether he was himself a bank-
er or not, and perhaps his account of banking in China may not be
as exhaustive as might be given by one of the banking guild. It af-
fords, however, as good an idea of the Chinese system as the Ameri-
can politician or diplomat usually gives of the National banking sys-
tem in addressing an audience of his own countrymen. If one of
our dignitaries were in China speaking the Chinese language before
a Chinese audience, it is difficult to imagine that he would have the
success attained by Wu TING-FANG, before the convention in Buffalo.

The Chinese Minister’s address will be found in full in the report
of the proceedings of the convention of the New York State Bankers’
Association, published in another part of this issue of the MAGAZINE.

THE BANK BURGLAR continues to be a frequent visitor to small
or newly-established banks. It is evident that the unprotected con-
dition of these small banks is a temptation to the burglars to travel
in gangs and attack the safes in which the reserves of these institu-
tions are kept. The smallness of many of these banking offices seems
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to preclude the expense of providing burglar-proof vaults and safes
and accessory appliances which enable larger banks to securely defy
attack. Day after day the news arrives of the successful blowing up
of some bank safe in some town or village or cross-roads whose name
was never heard of by the general public until it attained this unen-
viable distinction. These raids come upon the unwary people with
the suddenness and surprise of lightning. There is often in these
places no watchmen or police; people dread robbery so little that they
not unfrequently sleep with doors unlocked. The bank itself is no
doubt locked in a perfunctory manner so as not to be a temptation to
those who dwell in its vicinity, but it is virtually perfectly open to
the professional burglar. The safes employed are usually far from
being of the latest pattern. These small banks find it cheaper to
carry burglar insurance than to buy burglar-proof safes. They more-
over do not usually keep on hand or require a very large amount of
cash. Their money is generally placed with some convenient corres-
pondent that possesses the necessary safety appliances.

On their part the burglars who travel in gangs make a study of
the route they are to take, of the customs and manners of the locality
of the bank or banks they intend to attack. They have regular spies
who go ahead and learn the details of each situation. These fre-
quently discover the periods when the most money is kept in the banks.
‘When the gang gets to work, robbery follows robbery with the quick
succession of the explosions of a pack of firecrackers. The probabil-
ity is that the whole gang is quite a large one, divided into small oper-
ating groups. Thus robberies of different banks occur almost simul-
taneously. The money obtained is divided among the whole gang.
The unsuccessful group is helped out by the successful one. If any
are unfortunate enough to get caught, there always seems to be money
to hire attorneys for their defense and to provide bail. This year
there has been an epidemic of these small bank robberies.

The American Bankers’ Association uses its protective system to
hunt these robbers down when they attack banks belonging to the as-
sociation. But most of the banks robbed do not appear to belong.
Many of them seem to have no protection at all, either burglar-proof
safe, insurance, or membership in the association. They run on the
narrowest possible margin of profit, and the slightest outlay becomes
a burden. Some of these banks favorably located become within a
few years large and solid concerns. It is when they are in the ear-
lier stage of their development that the burglar gets in his work.

If such banking beginnings choose to take the risk and will not
buy burglar-proof safes or take insurance, or belong to the American
Bankers’ Association, there seems to be no other result possible but
that a percentage of them will fall victims to the cracksman.
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THE CHARGES FOR COLLECTING COUNTRY CHECKS as fixed by the
New York Clearing-House are still maintained, although the wisdom
of the policy was doubted by some at the time it was inaugurated.
‘When the associated banks of New York city determined upon a
schedule of charges for the collection of country checks, there were
some who believed that such a policy could not be maintained in the
face of competition with other monetary centres of the East, and
among the members of the association. There was also a belief in
the minds of some that the charges made were too high, and this be-
lief found expression in the organization of the Domestic Exchange
National Bank, of New York. The ostensible reason for this bank
coming into existence was the collection of country checks. After a
fair trial of the business, under capable management, it has been
announced that this institution will discontinue the special branch of
its operations and clear as other outside banks do through one of the
banks belonging to the clearing-house.

The wisdom of the action of the associated banks in regard to
country checks deposited with them is proved by the result, which is
stated to be an annual gain to the banks of over three millions of dol-
lars, where previously the whole labor and expense of collecting the
<checks was an absolute loss.

The success of the banks of New York is not necessarily a proof
or criterion by which banks located in other cities should govern
their treatment of country collections. The country check bears a
similar relation to the banking business to-day that the bank note
issued under the laws of the States did prior to the Civil War. These
notes used to accumulate in the banks at the money centres, and to
secure a return for the cost and labor of their redemption was as much
of a problem as it is at the present time to obtain payment for the cost
and labor of collecting country checks.

The possibility of successfully handling the notes in one case and
the checks in the other depends upon the rates of internal exchange
and the cost of transportation. In no two money centres are these
conditions alike. New York being the predominating and paramount
money centre, can afford to dictate its own terms. Other centres are
obliged to so regulate their charges as to endeavor to overcome the su-
perior position of New York city. This was formerly manifested in
the redemption of bank notes. Boston, under the Suffolk Bank sys-
tem, charged for the redemption of the notes of New England banks
only the actual cost of the labor involved. The profit in the business
was obtained by the accounts which the outlying banks were under
the system obliged to keep with the Suffolk Bank. In New York State
there was a law permitting the redemption of country bank notes at
one-quarter per cent. discount. Notes of banks that were issued in
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other parts of the United States and which did or did not have ac-
counts in New York city, were redeemed at such rates of discount as
the competition for the profit there was in it might determine. But
there was a greater profit in the redemption business in New York
than there was in Boston, just as to-day there is a greater profit in
the redemption of country checks in New York than can be obtained
in Boston.

There is reason in the idea that the convenience of the country
check should be paid for by those who find their use convenient, just
as any other convenience must be paid for. It is possible for all the
banks of the country to secure a reasonable compensation for their
trouble in handling country checks as soon as they give up the com-
peting for accounts by making the free handling of the checks an in-
ducement to customers. The charge should, however, be suited to
the situation of the bank, the rates of inland exchange and the cost
of transportation.

The country check, in the absence of a free bank currency, will
continue to be used, and its use will probably increase. But there is
no more reason why this form of currency should be handled abso-
lutely free of charge than there was that the old bank notes should
be similarly handled.

THE INCREASE OF WEALTH in modern times is illustrated forcibly
by the comparative contempt with which a million, formerly the
amount considered to be representative of great enterprises or large
fortunes, is now treated. A million of dollars, of francs, of pounds
sterling, of marks, or other national units, in the works of the older
novelists was the amount which was supposed to place the happy in-
dividual who possessed it beyond the dreams of avarice. The dream-
ers who only longed for the wealth which they had no chance of ever
possessing, were seldom able to imagine a greater fulfillment of their
hearts’ desire than a round million. Nowadays the million has be-
come merely the unit of great wealth, and instead of designating cap-
ital is used often as the measure of income. Of course those possess-
ing fortunes counted in millions, or incomes proportionately large, are
few in comparison with the general population, but they set the ideal
mark toward which the ambitious direct their endeavors.

But there seems to be a difference between the older standard of
wealth and the newer in that the million of the old writers was a sum
in actual specie. According to DuMas, the thirteen millions pre-
sented to Louis XIV at the inception of his reign, by COLBERT, from
the secret hoard of MAZARIN, was stowed away in barrels in the cel-
lar of the palace, to be resorted to as payments were made. Modern
millions are represented by titles to the various resources of the coun-
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try. It would be imposgible to turn all the great fortunes of million-
iares into cash at once. In their free use by the owners a system of
exchange or barter is involved, which is very different from the mere
handling of money. The owner of millions has to consider carefully
how and when he handles his investments with a view to carryingout
new plans for profit. One who should undertake to handle his re-
sources as he would so much cash would soon find their value dimin-
ish and get beyond his control.

The conservation of great accumulations of capital, whether be-
longing nominally to one or to many persons, is a labor constantly
and watchfully exercised. The great fortunes of the United States,
although ostensibly belonging to one person, require an army of as-
sistants to protect and advance them. They give employment and
livelihood to thousands of people on whom the nominal possessor de-
pends for his success in maintaining his position. Probably in many
cases the multi-millionaire has very little more personal control of the
income from his capital than has the Secretary of the Treasury of the
income of the Government. In each case there is an expenditure
which definitely consumes the income, and the free surplus bears a
very moderate proportion to that income. In fact, a great fortune in
its management, and in its numerous subject dependents, is a kind of
government which the nominal possessor has built up for himself as
the head. In this miniature state so much must go to keep up its
army and its navy, and so much for the munitions of peace and of
war. The leader may be said to have for himself for the personal use
of himself and immediate family only a similar proportion of the
whole income as an absolute monarch receives of the revenues of the
country under his control.

A great deal of envy of the possessors of great fortunes is due to
the misunderstanding of their real position, and the good that is done
by the employment of numerous assistants and dependents is usually
wholly overlooked. Many of these great fortunes are made up of the
shares in great industrial enterprises.

It makes no difference to the army of men who earn their liveli-
hood as the employees of a railroad whether the shares of that road
are all owned by one man or whether they are distributed among
thousands of owners. In fact, the ownership by one head might
imply a better direction and more profitable employment of the road,
thereby advancing the interest of all those who are dependent upon
it. So with all other great enterprises. In fact, the possessor of a
great fortune to-day is more of a trustee than an actual owner. He
does not hand down his wealth 8o much as his trusteeship to his
descendants. The unthinking, however, imagine the multi-millionaire
as a man holding his millions as absolutely and irresponsibly as a man



12 THE BANKERS' MAGAZINE.

holds his ordinary pocket money. They imagine that he has gold
coin at his disposal by the bushel and that he measures his bank bills
by the cord. It seems as little for him to give a few hundred or
thousand to any needy applicant as it is for an ordinary citizen to tip
a hackman or a waiter. The largest charities of ROCKEFELLER or
CARNEGIE seem small in proportion to their apparent income. It is,
however, doubtful whether these charities do as much good to the
largest number of people as would the same sums placed in new
enterprises which would further increase the millions already held.
‘When a more intelligent view is taken of the great modern capitalists,
they will not appear to be the greedy monopolizers they are usually
represented, but rather as reservoirs for the collection and distribution
of wealth. There will not then be so many covert attacks upon them.

THE REPEAL OF THE STAMP TAX ON CHECKS was an instance of
good sense shown by Congress, as well as an indication that there has
been something of a change for the better in the public sentiment
towards the banks of the country.

A two-cent stamp tax on bank checks was imposed during the
Civil War, but it was among the last of the stamp taxes repealed.
Notwithstanding annual appeals, and recommendations of the Comp-
troller of the Currency, this tax was retained year after year, when
the Government did not need the money, apparently as a sort of
penalty on the banks for doing a banking business. To take off this
tax seemed to be a favor to the banks which Congress did not seem
to dare to grant, in the face of the Greenback and Populist stump
speakers, who would at once make the repeal a reproach to the party
in power.

Except that as an inconvenience in drawing checks which might
in some degree lessen bank deposits, no one could see how the banks
were much hurt by the tax. They did not pay it to any great extent.
The great majority of checks were drawn by bank depositors who are
the business men of every community. At length, about sixteen
years after the war, this petty vexation was removed.

‘When the taxes of the Spanish war were imposed the bank check
stamp tax was again restored. During the fourteen years between
the repeal of the tax and its reimposition the use of checks had
greatly increased, the financial battle in behalf of honest money had
been fought to a finish. Campaign after campaign of education on
monetary subjects had been made. The public soon recognized the
vexation of the tax, and when the reduction of revenues was in order
Congress was not under the fear that to repeal the check tax would
afford a handle for demagogues to stir up the anger of the people.
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The tax was not burdensome in a monetary point of view, and it
was collected no doubt of people who did not feel the expense; but
even when the inconvenience was reduced to & minimum by printing
stamps on the checks, it was still an addition to the labor of those
who drew, paid and kept account of the check business. Probably
the whole business community will be relieved by the fact that they
have no longer to watch that every check taken is stamped and the
stamp properly cancelled. The attention to this detail, rendered
necessary by the tax, might often distract the attention of the bank
teller from the essential marks of a genuine and unaltered check.
Looking at the stamp, and its cancellation, he is working for the
Government and not for the bank. If the distraction of his attention
in this direction makes him overlook, as it is likely to do, a forged
" gignature or a raised amount, the bank may have to bear the loss.

No banker or bank depositor in the country will regret the repeal
of the stamp tax on checks.

THE HEAVY VOLUME OF EXPORTS of the products and manu-
factures of the United States is still maintained. Our manufacturers
especially, having discovered foreign markets, are pushing their ad-
vantage with accustomed American energy, and it is very well that
they should make hay while the sun shines. They have discovered
that as the tariffs of most foreign countries are now fixed they can do
a most profitable business. But notes of warning are beginning to
sound in various directions. Even in England there is manifest
jealousy of American importations, and the complaints from France
and Austria are much more bitter.

These are mere surface indications, but it seems probable that
some of the countries now affording good markets for American
goods will increase the height of their tariff walls. Some contend
that this movement will be the result of the retention of our own
tariff, but this can not be altogether the fact because even if the tariff
were removed our manufacturers could compete here in most lines of
goods, as they do abroad in spite of existing tariffs. The motive of
those countries that may hereafter interpose prohibitory tariffs will
not 8o much be retaliation as protection, demanded by their own in-
dustries, and perhaps in the case of Russia by ideas of public policy.

The United States has set the example of building up her indus-
tries by means of a huge home market and a protective tariff until
their products can overwhelm those of other countries. Russia has
the huge home market, and it remains for her to encourage her man-
ufactures in the same manner that the United States has done. The
Russian Ambassador at Washington can truthfully say there is no
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intended retaliation or feeling of antagonism in the recent discrimina-
tion against American products. All the same, the tariff of the
United States, whether justly or unjustly, will be used as an excuse
and an incitement to increase the duties on importations from the
United States. This process may, however, occupy some time, and
until it is completed the energy of our manufacturers will continue
to pile up the balance of trade in our favor. Even when this becomes
more difficult the chances of the times and seasons may bring again
a surplus of cereals and cotton with a demand for it abroad. But
while the outlook is yet bright, there is still the possibility of more
difficult conditions ensuing, which will render necessary a readjust-
ment of many of our monetary and tariff laws. Heretofore, in pros-
perous times in the United States, it has been very difficult to secure
such modifications in legislation as the internal business of the coun-
try required. It takes disaster and depression to press home the ne-
cessity. Most of the laws making radical changes in public policy
have been enacted by Congresses driven to act by the pressure of pop-
ular will evoked by hard times. The legal-tender act, the National
banking laws, the recoinage of the silver dollar in 1878, and the re-
peal of the silver purchase act of 1890 in 1893, were all passed under
pressure. The character of these measures, some good, some bad,
indicates how blindly the popular mind works under the pressure of
necessity.

The great balances in favor of the United States, piled up in the
last four years, have been largely used, according to the Treasury De-
partment of Statistics, in payment of interest on American securities
held abroad, in paying earnings of foreign capital invested in enter-
prises here, in freights paid to foreign vessels, in expenditures by
travellers, and finally in buying in American securities held abroad,
and in loans to foreign governments and capitalists. The money paid
in interest on American securities held abroad, and that spent by trav-
ellers, is no longer a resource, except to the extent the expenditures of
travellers represent goods purchased and brought home. Nor is the
amount paid for freight on foreign vessels. But American securities
purchased and the foreign loans are invested wealth available at any
time. The interest on foreign capital invested here partly represents
an item which has gone out of the country without hope of return.
But some of it is recouped to the general wealth of the country by
the interest on investments made by those who sold the enterprises in
which the foreign capital is invested. The figures given by the Treas-
ury and printed last month show that a very large sum has been
added to the aggregate wealth of the country, available for future
emergencies. For the present it appears that this will be added to
rather than diminished.



COMPETITION AMONG BANKS AND TRUST COM-
PANIES.

The question of competition among the banks and trust companies is still
one of absorbing interest. It seems to be generally. admitted that the trust
companies, in addition to performing the special trust functions for which
they are created, also possess under their charters powers enabling them to
do an ordinary banking business. These banking powers when exercised by
trust companies are not subjected to the same weight of taxation that is
imposed by law on banks, and they are free from the legal restrictions imposed
on banks as to reserve. There seems also to be nothing in the charters of
the trust companies to prevent them from establishing branch offices for car-
rying on their business. In fact, a trust company, considered merely in
regard to its banking powers, really constitutes a bank more or less free from
the restrictions which are imposed on National and State banks, and as such
is a competitor that possesses advantages which in the long run bid fair to
drive the regular banks out of business.

In New York State the competition of the trust companies was first felt in
New York and other cities, but as the powers of these institutions are better
understood, capital is finding them to be an advantageous investment in the
smaller places. In fact, it is beginning to be realized that as a business pro-
position a trust company is a better investment than a bank.

In some degree, these companies are no doubt feeders to the banks, as they
keep comparatively small reserves on hand, and the larger part is kept on
deposit with the banks. When a trust company and a bank are both under
the management of the same capitalists, the one supplements and assists the
other, but when the trust company and the bank are in competition, the bank
holds the reserve of the trust company and pays interest-on it, though all the
while the trust company is trenching on the earning power of the bank by
doing the same class of business at a less expense.

The banks of New York city, where trust companies have been long estab-
lished, have to a certain extent established a modus vivendi, by more or less
close afflliation with them. The names of the officers of many of the great
New York banks are to be found in the directorates of the trust companies.
From all this it may be gathered that the competition of which complaints
are heard is something that may be cured by a more comprehensive affilia-
tion between the two classes of institutions.

Trust companies were conceived and established to meet a want arising
from the growth of invested wealth, and the necessity of caring for and con-
serving it. They are the intermediary by which the investments and accu-
mulations of the increasing portion of the community who have retired from
business and are living on their incomes are made an active aid to the busi-
ness enterprise of the country. They deal with the invested property and
stocks and bonds deposited with them, in a manner analogous to that in which
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the ordinary bank deals with deposits of money. They marshall and direct
the strength of invested wealth and render it available for suitable enter-
prises, in a manner similar to the use of the surplus money of the community
by banks. But in doing this they find it necessary to employ much of the
same method as banks. That is, the securities and property held by them
are often sold and reinvested, and there is always in a large trust company a
certain portion of the proceeds in the form of money which is handled pre-
cisely like bank funds. If, therefore, trust companies could not do what is
called a banking business, their trust operations might be much hampered.
But doing this banking business which belongs to and flows from their trust
business, the companies naturally go further and by degrees take up a bank-
ing business, which perhaps does not have its origin in their trust business.
It doubtless increases the power of a company to successfully handle the
securities and property entrusted to it to have the command of a large reserve
of ready money, larger than would accumulate from the mere necessary hand-
ling of their securities, ete. A trust company not affiliated with a bank will
thus from policy drift into a formidable rival of the banks in the sane fleld.
‘Where, however, a trust company and a bank are both under practically the
same direction, and where the proflts of both go virtually to the same persons,
there is no temptation for the one to trench on the more appropriate func-
tions of the other.

If every bank was connected with some trust company, there would be no
competition between the two, though there would be competition between
the combined trust company and bank and other like combinations. Many
banks have established departments which are outside of a strictly banking
business. They have savings annexes and safe-deposit vaults. Why should
not every bank have a trust department?

Perhaps many banks do a trust business now, making investments and
reinvestments for their customers, and it is likely that there are throughout
the United States to-day more banks that infringe on trust company business
than there are companies that infringe on the banking business. But the
very nature of the trust business, to render it successful, makes it imperative
that it should be performed on a large scale. The average banks of the coun-
try are much too small to permit them to safely undertake the trust business
except as they act as agents for the placing of such business with the large
trust institutions. Trust companies moreover can only be profitable at points
where wealth naturally accumulates, where securities are constantly bought
and sold and where new investments are continually offering. If such com-
panies are established outside of a money centre or in a money centre of lesser
rank, their business must be largely influenced and controlled by the opera-
tions of the institutions at the main monetary market.

The trust business is a comparatively new business, it is as yet not fully
established in all parts of the country. The laws of the States are diverse,
and in some States there might not be the competition between banking and
trust business complained of in New York.

If the trust company can be made the adjunct and assistant of a bank, as
it certainly is in many cases, it seems probable that there will be much diver-
sity of opinion among bankers whether the taxes of the trust companies
should be increased or not. Banks affiliated with the companies will oppose
such increase of taxation. In fact, it is apparent that the bankers are already
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divided on this question as they are on the currency and other important
banking questions.

Many changes in the methods of doing business caused by what is called
progress are disquieting to those who have hitherto been pursuing the old
lines profitably. These changes, if they persist, generally turn out to be
improvements. It is most probable that the trust business, although it now
seems to be a rival to the banking business in some places, will in time be
generally recognized as a feeder to it. It does not seem wise for bankers to
encourage the Legislatures to impose additional taxes on trust companies—
which under the future development of the banking business may increase
banking business. Banking capital is very mobile. It cares nothing for the
form or style of the institution it supports, whether it be called a trust com-
pany, a Savings bank, a private bank or simply a bank, so long as that insti-
tution insures the greatest profits with the least burdens.

The trust business is a new and proflitable business akin to banking. It is
not yet heavily taxed. Why tempt Legislatures to impose taxation which will
come soon enough without? Bankers should seek to use this business as an
aid to their own. Many have already successfully done this. There is no
wisdom in fighting against a movement that when properly viewed will be
seen to extend the lines of banking into new and as yet freer pastures.

In the State of New York the banks and trust comnpanies are now taxed
alike, at a uniform rate on their capital, surplus and profits, though they are
not yet on an equality in their reserve requirements.

There are only two results possible as a solution of the trust company
problem: Either the banks will assimilate the companies and make them,
acocording to locality and circumstances, accessory and productive of better-
ment in their business, or the trust companies will absorb and in many cases
supplant the banks. It is a law of development and improvement, that those
who oppose too long are apt to be turned down.

The more reasonable view would seem to be that such actual inequalities
as may exist in regard to taxation and other matters will be gradually cor-
rected, and that the banks and trust companies will do business side by side,
not as implacable rivals, but harmoniously and in co-operation, to the ulti-
mate advantage of both classes of institutions and the business world as well.

COURAGE To 8AY No.—How many banks fail by throwing good money
after bad, by loaning to firms either hopelessly insolvent or known to be on
the road to bankruptey. A Colorado correspondent of the MAGAZINE, in a
letter just at hand, tersely sums up an essential principle of good banking in
the following:

* The whole literature of banking is flooded with the way to find out the value of com-
mercial paper. The fault is not want of knowledge but want of courage to use the knowl-
edge we have, and say no. That is the whole thing.”’

This is true as a rule, although there are still many bankers who can bear
much enlightenment. Buat a stricter application of the knowledge possessed
by most bank managers would greatly reduce the number of failures. There
are few of these catastrophes where the plea of ignorance can be justly urged
in extenuation. The iteration of sound principles of banking tends to pre-
serve a high standard, even among those who know such principles from A to Z.

2



THE PRACTICAL WORK OF A BANK.

L

[Beginning of a series of articles to be published in competition for prizes, uggregating
$1,050, offered by THE BANKERS' MAGAZINE.]

INCREASING THE EFFICIENCY OF THE WORKING FORCE.
L

It would be folly to underestimate the value to a bank of a strong execu-
tive force. Upon their shoulders rest heavy responsibilities. They receive the
credit for whatever measure of growth and success the bank may experience
and they must also bear the odium for failure. They furnish the brains and
direction necessary for the growth and conduct of the business; but the real
work and drudgery of the bank is done by assistants, or what in this article
we will call the working force.

Other things being equal we are attracted to a certain bank, not so much
through the personnel of its officers, or the size of its capital, or the attract-
iveness of its office, but rather through the intelligent, courteous, and accu-
rate attention to our interests and wants, displayed by the employees with
whom we may happen to come in contact, either personally or through their
clerical work. We may, therefore, say that to the officers belongs the respon-
sibility of making a bank useful to its customers, and upon the clerical force
the responsibility of making it attractive. The necessity for trained and effi-
cient subordinates is, therefore, apparent.

PRIMARY QUALIFICATIONS FOR EFFICIENT WORK.

Two general qualifications for efficient work, whether in banking or else-
where, readily suggest themselves. They are an interest in and love for the
work, and an ambition and desire to succeed. Both are, to a large extent,
inherent and can not be imparted or transferred, though much may be done
to deepen and intensify them. A keen appreciation of the dignity of one’s
calling, and the possibilities and honors of such a career, will do much to
awaken interest and ambition. An assurance of proper reward and recogni-
tion for faithful and meritorious work will stimulate the energies of mind
and heart. The cultivation of the first lies largely within the power of the
individual himself. The assurance of the second solely within the power of
the bank. We are, to begin with, chiefly concerned about the latter.

PROMOTION AS A STIMULUS TO GOOD WORK.

Among other features that make banking attractive to a young man con-
templating a business career, is the fact that opportunities for promotion and
advancement are definite and clearly marked out. Having succeeded in
mounting one rung in the ladder, another one readily presents itself, followed
by still others in logical and natural succession, by which, through the exer-
cise of force, ability and faithfulness, he may, with a reasonable degree
of certainty, hope to realize his ambition. The probability of promotion is a
greater stimulus to an ambitious young man than the promise of an increase
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of salary can ever be. For he knows that the latter invariably follows the
former. Accomplishment is a young man’s highest ambition. The desire to
see positive results from one’s work, to be able to measure definitely one’s
progress, is characteristic of a healthy mind. The bank statement affords
this opportunity to the officers, but promotion is the only standard by which,
in his own mind as well as in the minds of the public, the young banker’s
progress may be measured. Promotion, then, is the only apparent criterion
of real progress and substantial development.

If, then, promotion is of such great importance to the bank clerk, it natur-
ally follows that, rightly exercised, it may become a powerful lever in the
hands of the bank for increasing the efficiency of the working force. Its
greatest possibility is not always realized, however, as influence and favor
tend to operate against it. Not until the promotion question is lifted entirely
beyond the range of influence and favor will its power in this direction be
fully realized and appreciated.

As a first step in this direction, let the clerks clearly understand that as
long as they perform their duties faithfully and well they will be secure in
their positions; and, secondly, that neither length of service nor influence and
favor will ever be considered in determining their eligibility for promotion.
Merit and moral character alone must determine the question.

As to a deflnite plan for determining who is entitled to promotion, perhaps
no better plan can be devised than the system of examinations now in vogue
in the SBeaboard National Bank, of New York, as outlined by Mr. John F.
Thompeson at the last meeting of the American Bankers’ Association. This
plan is, perhaps, more feasible in banks where the number of employees is
large, but it can be changed and modified to suit individual cases, thus mak-
ing it practical in banks both large and small.

When a vacancy occurs let the officers prepare a list of questions bearing
particularly on matters with which the occupant of such position should be
familiar. Let some of these questions be of such character as will test the
general judgment as well as the mere knowledge of the clerks. In addition
to such examination, certain qualifications that can only be ascertained by
observation, such as the neatness and accuracy of their work, the spirit dis-
played in the performance of their appointed tasks, and their moral character
and general deportment, should also be taken into consideration. All these,
considered in their proper relation and relative importance, should give the
-officers a very excellent idea as to who was best prepared for promotion.
Acted upon accordingly it would in time very materially raise the standard of
eficiency among the clerks, both by getting the right men into the right
places and by stimulating a spirit of thought and study among the whole force.

It will already be evident that an efficiency basis for promotion must
prove of distinet advantage to the bank. But will it prove likewise so to the
clerk? Unquestionably so. For it is simply compelling him to apply that
priceless spur, necessity, if he would make any progress or even hold his own,
that has brought conspicuous success to men in every other calling. ‘¢ Abil-
ity and necessity,” says a wise teacher, ‘‘dwell near each other.” Having
taken away from the bank clerk his father’s pull, his length-of-service and
next-in-line-for-promotion ideas, and thus deprived him of all outside push
and influence, he is compelled to draw from within for ‘‘ pull,” and in so
doing his faculties are developed, and his self-reliance, that most_vital of all
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the elemnents of success in life, is strengthened. ‘' Poverty and lack of influ-
ence are uncomfortable, as I can testify,” says James A. Garfleld, ‘‘ but nine
times out of ten the best thing that can happen to a young man is to be
tossed overboard and compelled to sink or swim for himself. In all my ac-
quaintance I have never known a man to be drowned who was worth the
saving.”

THE PAYMENT OF ADEQUATE SALARIES,

As promotion stimulates a desire for a wider and more thorough acquain-
tance with one’s business, in order to be prepared and fitted for larger respon-
sibilities and duties, g0 a judicious and equitable system of salary raising
tends to encourage and secure greater efficiency in the discharge of routine
duties. On first thought it may seem that both promotion and salary raising
aim at, and should secure, the same result. In a measure this is true. And
yet it is sometimes the case that an employee may be justly entitled to an
increase in salary, while he would not necessarily be prepared for promotion.
Then again it frequently happens that promotion is impossible because of the
absence of any vacancy, in which event an increase of salary may instead be
granted to the deserving clerk.

Among a large number of banks throughout the country salary raising is
practiced but little, certain fixed and stated salaries being attached to each
clerkship and minor official position. In the past this has been the case very
generally among the large city banks, while among a considerable number of
small country banks the custom has prevailed of making a general and uni-
form increase in salaries from messenger to teller, at occasional intervals,
usually following a profitable year’s business. The tendency of both of these
methods is distinctly against the encouragement of bright and active men,
their effect being rather to place a premium upon inefficient work. Neither
plan offers any incentive to individual effort, the slothful and unprogressive
being rewarded equally with the industrious and thoughtful. Banks all over
the country are gradually awakening to these facts, and are beginning to
realize that hard and fast rules along this line do not tend to secure the great-
est efficiency. As a result a third system has grown up of rewarding individ-
ual clerks who display marked ability and capacity for their work by an in-
crease of salary. This third method is by far the wisest and wmost equitable,
being just to the working force, in that it places the salary question strictly
on a merit basis, and beneficial to the banks, in that it encourages more ac-
tive and thoughtful interest and zeal on the part of each clerk in his partic-
ular work. The principle upon which it is based is an ideal one, and results
will be in proportion as this principle is strictly and iwpartially carried out.
Let the new beginner commence with a very moderate salary, always with
the understanding that as his usefulness increases so shall his reward increase.

The value and usefulness of a bank clerk is largely determined by the
amount of seeing and thinking he does for himself, without the direction and
suggestion of superiors. It is the fellow who is able to jump in and help his
neighbor in a pinch, who sees for himself the little odds and ends that need
to be done and does them, who is really valuable to a bank. While these
traits should be taken into consideration when determining promotion, they
should especially, as far as possible, be made the basis for salary raising, and
wherever found should be encouraged and rewarded by increased compensa-
tion.
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Thus by a rigid and invariable adherence to the merit basis in distribu-
ting rewards, will your employees gradually learn that faithful and meritori-
ous work counts for more than blood or purse and its stimulating effect will
be readily apparent in the changed character of their work.

A PROPER SYSTEM OF DISCIPLINE.

‘When you have established this principle of ‘‘rewards for the fittest,” a
system of order and discipline should also be established in order to give in-
telligent direction to the employee’s efforts. This is essential wherever there
are a number of individuals associated together for the accomplishment of a
particular work. Too much emphasis must not, however, be laid on the
mere system itself. Bankers are to-day engaged in devising systems and checks
to prevent, as far as possible, dishonesty and embezzlement on the part of
employees; but no matter how complex the system or how numerous the
checks, the employee, dishonest at heart, can still find a way to defraud his
employer. Likewise, no matter how thorough and rigid a system of disci-
pline may be devised, the results accomplished under it will depend more
largely upon the spirit of the employees themnselves, together with the char-
acter, ability and judgment of the executive force, and the interest displayed
by them in the progress and work of the individual employee.

CARE IN THE SELECTION OF CLERKS.

A deep concern for the welfare of the bank, a liking for the work, a dispo-
siton to learn and to be useful, coupled with a desire to advance, are qualities
of spirit that on the part of the working force will submit most readily to the
suggestion of superiors. In order to obtain clerks possessed of such a spirit,
a bank should begin to pick out its employees several months or more before
they are finally appointed, and with this in view, carefully to examine their
previous record, whether in school or in business, and in addition to place
them on a trial of several months in the office before any permanent engage-
ment is determined upon. Greater efficiency would oftentimes be secured
were the same care and thought spent in selecting a clerk that is subsequently
spent in his training and discipline.

Not only should greater care be exercised in the selection of clerks, but the
system of discipline should be enlarged so as to include an oversight over the
employees during their leisure hours outside the office; for fully as great harm
and loss frequently occur as a result of extravagant habits outside the bank,
as is ever caused by carelessness and indifference inside the bank; or the
former is at least very often the cause of the latter. Upon first thought this
may seem to be encroaching upon the individual liberty of the clerks, but
unless done in an offensive or arbitrary way it need never even be apparent
to either employee or public. Had this been done in the past many of the
large defalcations that have occurred might have been entirely prevented, or
at least discovered before they had assumed any large proportions. In the
country banks of moderate size this oversight could be entrusted to one of
the officers or directors or all of them together, but in the large city banks a
special detective should be employed by each bank for this particular purpose.

BEARING OF OFFICERS TOWARDS EMPLOYEES.

* Those in authority should be of such high moral character, and possess
such an intimate knowledge of, and acquaintance with, both the executive
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and clerical work as to at once command the respect and even admiration of
the subordinates. They should cultivate and practice those qualities which
they desire their employees to cultivate and practice. Habits of courtesy,
punctuality, neatness, strict attention to business during business hours, ete.,
are inspired by example rather than taught bydiscipline. It must ever be borne
in mind that the clerks will be influenced very largely by those above them.
The mightiest and most constructive forces in nature are the silent forces. So
the most permanent and effective discipline is that which is brought about
through that silent but ever-working force we call influence, exerted upon us
both consciously and unconsciously, by those with whom we come into daily
and constant touch.

In counsel and reproof the officers should be firm and rigid, yet tempered
with kindliness and patience. While they should be quick to condemn the
careless and indifferent, they should be equally ready to commend the
thoughtful and meritorious. An excellent method and occasion for doing
this, especially in the case of the junior clerks, would be to address to them
a letter on the annual anniversary of their entrance into the bank, expressing
appreciation for such features of their work as merit commendation, as well
as calling their attention to their failings and shortcomings. Such letters
should be full of suggestion for the future, frank in their criticism of the
past, and yet withal friendly and encouraging in their spirit, and the writer
can say, from experience, that to the clerk their encouraging and stimulating
effect will be hard to overestimate and will be worth to the officers more than
their cost in time and thought.

AvOoIDING PURELY MECHANICAL METHODS.

All clerical work repeated day after day soon becomes mechanical, and it
requires the strongest kind of effort, even on the part of the most active and
ambitious, to avoid developing into mere machines for adding and transfer-
ring figures. Officers should recognize this tendency, and as far as lies within
their power guard against it, for while such clerks may become machine-like
in their accuracy and precision, they will also become machine-like in their
need of constant and vigilant attention. Any plan that will encourage inde-
pendent thought and investigation, that will place upon the clerk some indi-
vidual responsibility, will tend to keep alert their mental faculties and thus
counteract this tendency. To this end officers should aim at drawing out
original ideas and thoughts by inviting the employees’ suggestion and advice
concerning the best methods of work in their respective departments, discus-
sing together (in a way that will be suggested later) the ideas advanced. All
discipline will be easy or difficult according to

THE RELATIONS THAT PREVAIL BETWERN OFFICERS AND EMPLOYEES.

The ideal relations are those characterized by mutual interest, sympathy
and confidence, born of a unity of aim and spirit, and developed and strength-
ened through a more intimate personal association and acquaintance.

Both must recognize that their interests are identical, and that mutual
success depends upon unity of aim and effort. Each should seek to win the
other’s confidence. The officers through friendly interest and advice, and a
constant readiness to recognize and reward meritorious work; the employees
through an invariable faithfulness in the discharge of their daily tasks and
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responsibilities, and a rigid obedience both in letter and in spirit to the
instruction of superiors. )

The officers should manifest an interest in the employees’ financial affairs
by occasionally calling their attention to safe and desirable investments that
may come to their notice, and they should also be willing to lend a listening
ear to the problems and difficulties that may confront individual employees
from time to time, and be ready with their sympathy and advice. In every
possible way they should be made to feel that the officers have a personal and
friendly interest in their progress and welfare, and realizing this they will
invariably bend every effort and energy to reciprocate such interest and to
merit and hold their approval.

To cultivate a more intimate acquaintance with each other, meet occa-
sionally in a social way. Spend now and then one of the numerous bank
holidays in an outing together. Golf, tennis or baseball clubs are helpful
along this line as well as healthful. In short, whatever will awaken mutual
interest, sympathy and respect should be recognized and cultivated, as the
existence of such feelings will serve to promote harmony and prevent friction,
thus giving us the best possible foundation for an efficient working force.

A FEW PRACTICAL METHODS OF INCREASING EFFICIENCY.

Through the lack of proper direction, and the absence of any definite
object in their thought and study, may be found the chief reason for the
notable absence of any real self-development among young people in general
after their school days are over. To supply this lack among our bank clerks,
and to provide some regular opportunity for the expression and discussion of
their ideas, regular monthly or bi-monthly meetings might be established
where officers and employees could meet together to discuss practical ques-
tions affecting the work of their own bank. As the directors meet to consider
the larger affairs and problems of the bank, so the employees might meet in
this way to consider its routine work. The directors could show their inter-
est in such meetings by placing at their disposal a small monthly allowance,
to be devoted to the purchase of such books as the clerks may select, bearing
of course on financial questions, to be added to the bank library and to which
the employees should at all times have free access. Also by offering occa-
sional cash prizes for the best ideas along some line of the bank’s work, or for
the best paper along some more general line.

The result of such meetings and its accompanying features would be to add
dignity and a certain sense of responsibility to all the employees in the office,
by making them feel that they were more than mere parts of a machine, as
necessary and yet as useless as a desk or stool. By being assured of a con-
siderate hearing they would be encouraged to a more diligent study of their
own bank and its needs.

‘While such meetings should primarily be for the purpose of discussing
matters affecting their own particular bank, a portion of the time might pro-
fitably be devoted to the consideration of more general questions, such as
laws governing bills and endorsements, foreign exchange and similar questions
of practical interest to bankers. Current financial news might also be a fea-
ture of the meetings, all of which together would tend to give the clerks a
broader idea of the principles of banking and finance, while giving the officers
added opportunity of determining who was eligible for promotion or deserv-
ing of an increase in salary.
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To set aside a certain number of shares of your own bank, for the use of
your employees, if they should so desire to invest their savings, would pro-
duce good results by still further increasing their interest in their own bank.

FAITHFUL SERVICE TO BE COMMENDED.

Finally, do not forget the stimulating effects of a word of honest praise.
There is a part of one’s nature that responds more readily to the words
‘‘well done” than to dollarsand cents. Remember this in your daily contact
with your clerks. If their work has been faithfully done and meets with
your appreciation, do not forget to tell them so. It may seem to many that
because of the practical nature of our work, and in this each-man-for-himself
age, there is no room for such sentiment as this. Its practice, however, will
convince you that could its results be deflnitely measured, it would prove as
profitable an investment, in its way, as bills or bonds.

PRACTICAL SUGGESTIONS FOR EMPLOYEES.

To guard against rust and to develop your own powers and increase your
value to your employers, you must make daily and constant use of all your
faculties. Your eyes, that you may see the work that needs to be done; your
ears, that you may catch thoroughly the instructions given you by your supe-
riors; and your brain to think about what you see and hear, that you may
learn not only methods but reasons, not only the hows but the wherefores.

Fill your position to overflowing. Do not only that which is expected of
you, but more, and do it cheerfully and willingly. Give good measure heaped
up and running over. During business hours apply yourself diligently to
business. Cultivate method and order in your work, combining as far as
possible both accuracy and rapidity. Be thorough and conscientious, avoid-
ing careless and slipshod methods. Appreciate the value of small things,
cultivate a love for details. Be courteous to all and scrupulously honest.
Devote your spare moments outside of business hours to self-improvement.
So conduct yourself at all timnes as to win the confldence and respect of men,
remembering that integrity of character speaks volumes for a bank that the
printed advertisement could never do, and is a man’s most valued asset both
in this world and in the world to come. XENOPHON.

INCREASING THE EFFICIENCY OF THE WORKING FORCE.

II.

The prosperity and prestige of an institution depend much upon its do-
mestic economy in the treatment and training of its officers. Each member of
its staff constitutes a vital part of an organism which imparts life and energy
to the whole. Just as the body corporate owes life and vigor to the healthy
action of its various organs, so the body politic attains strength and power
only by the harmonious working of its collective forces. The highest state
of eficiency, therefore, is that evolved from ability and perseverance, mar-
shalled under the laws of organization and discipline.

THE JUNIOR CLERK.

Although it is true that a course of systematic training in the banking
office often develops unexpected ability in some young men, too much stress
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cannot be laid upon the importance of exercising a judicious care in the
appointments of junior officers. That the junior clerk may be the future
manager in embryo is as true as that the boy is father to the man ; a truth
which strongly emphasizes the wisdom of the policy suggested. The first re-
quisites of an applicant are, of course, an unimpeachable character for hon-
esty and good habits, combined with a courteous bearing and good address.
He should possess a sound education, not altogether elementary, and yet not
necessarily academic; a knowledge of shorthand, typewriting and the higher
branches of mathematics, while not indispensable, are at all times a tangible
asset; a familiarity with modern languages, and more especially French and
German, is a most desirable accomplishment, and one which would prove of
great service in our cosmopolitan business world. The plan of requiring an
applicant to pass an examination before his admission to the bank’s service is
a wise one, and has been found to work to the advantage of those banks
which have adopted the principle. The bank’s object should not be so much
to test the applicant’s knowledge of technical questions, as to afford itself an
opportunity at sight to sound the pupil’s perceptive qualities and general apt-
itude. The examination should include spelling of a number of words fre-
quently used in business; a problem or two in practical arithmetic; composi-
tion of a business letter on any given subject not requiring technical knowl-
edge, penmanship and kindred subjects. An examination conducted on the
lines indicated is infinitely more practical than one in which the applicant is
plied with abtruse questions which perhaps half the senior members of the
staff could not answer themselves. It is too often the case that the junior
elerk is admitted solely on the strength of a stilted letter of application—not
always an original composition—backed by the influence of a director or influ-
ential customer.

It is a strange anomaly that in this, an eminently commercial country, the
school system does not include in its curriculum a distinct course of commer-
cial study designed to equip the student for a business vocation. Years are
spent in acquiring a knowledge of the dead languages, classics and other orna-
mental studies which, in the counting-house, have practically no relative
value side by side with commercial arithmetic, commercial law and usage and
political economy. The average youth has very visionary ideas about ex-
change, capital, interest and the law merchant until he is enlightened in prac-
tical business contact with them. There is no reason to doubt that the reor-
ganization of our educational system to conform more closely to commercial
requirements is attainable through the instrumentality of the great Boards of
Trade, of which the banking profession forms a constituent part.

THE BANKING OFFICE.

In recent years, the erection of handsome, commodious and well-appointed
banking offices is the rule; yet it is apparent that many modern architects
still cling to the ancient order of things by which the bank officer’s perma-
nent comfort was so often sacriflced to the customer’s temporary convenience.
The officer spends the best part of the day at his desk, and the customer.
usually transacts his business in a few minutes; yet how often the architect
of to-day accomplishes a monopoly of daylight for the sole benefit of the out-
side public. This fault is frequently found in the arrangement of the desks
whereby the clerks are compelled to work facing the windows; a position
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which oculists afirm is largely responsible for many of the cases of eye dis-
affections so prevalent among office men. Where it is possible, the desks
should be so arranged that the light will fall upon them from behind or side-
wise; this is the scientific formula and will commend itself in practice to any
one who has been accustomed to the glare from the opposite direction. A
proper system of ventilation and lighting will do much to preserve a cheerful
moral atmosphere, lighten labor and expedite the office work.

Pay.

As the question of pay is wholly a discretionary one in the individual
policy of every bank, no hard and fast rule is applicable to the subject. The
mimimum or commencing salary is inuch the same in most institutions, but
the maximum pay differs largely, according to the general policy and pros-
perity of each bank and the volume of business transacted. The bank clerk
is usually the architect of his own fortune; the rate of increase largely depend-
ing upon the individual reputation for zealous, conscientious and valuable
services. It is necessary for all banks to consider and readjust staff salaries
from time to time, and experience teaches that the punctual consideration of
that matter at least once a year does much to encourage and satisfy the whole
working force. Punctuality is one of the cardinal virtues of business, and

‘no more forcible object lesson of its value could be given than its exemplifi-
cation by bank directors in dealing with the salary question. The adoption
and adherence to such a rule would afford the best assurance to the staff that
their remuneration was of as much concern in the directors’ policy as the earn-
ing of the shareholder’s annual dividend, and a better and more interested
quality of service would result. Such a policy would be especially appreciated
by the younger generation and would tend to strengthen their allegiance and
to engraft them quickly and permanently into the bank’s service.

The bank which pursues a niggardly policy in paying its staff is ‘‘ penny
wise and pound foolish,” for not only will good men already in its service
gradually drift away from it for more remunerative positions, but good men
on the lookout for employment will give it a wide berth. Sooner or later,
such a condition of affairs will leave the bank with a staff whose standard of
efficiency has been lowered to the extent of having a more or less hurtful
effect on its business, and then the bank will awaken to the fact that its
policy has been one of false economy.

On the other hand, the bank which pays its staff liberally, and which in
prosperous years is generous in the matter of bonuses and increases, will
always attract to itself the most intelligent and desirable class of applicants,
and will in the long run reap the beneflts of better service and bigger profits.

PENSION AND PROVIDENT FUNDS.

It is the part of wisdom for every individual to insure his life for the
benefit of those who are dependent upon him; it is wisdom and philanthropy
combined for an institution to accomplish a similar purpose for the declining
years of the individual whose life’s service is given in its behalf. A pension,
superannuation or provident fund is a mark of the highest development of
successful management in any institution, and at once gives it a status for
solidity and progressiveness which must attract to its fold the most desirable
class of applicants. Generally speaking, the youthful banker will not tem-
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porize much upon what the future holds in store for him, but such considera-
tions will not escape the vigilance of the parent or guardian whose care it is
to launch the stripling upon the sea of life under the safest and most promis-
ing auspices; he will naturally seek to place his charge in that field of labor
which affords a lifelong protection as a reward for duty faithfully performed.
The possession of such a fund will lessen that breach which too often exists
between employer and employed by emphasizing a closer community of inter-
ests whereby the employee’s devotion to duty is not merely measured by the
extent of his monthly pay. The implied interest by the bank in the material,
as well as moral, welfare of the employee will serve to stimulate diligence,
strengthen the loyalty of the entire staff, and minimize the chance of any
officer leaving the bank’s employ at a time when his services are most valued.
It is true that the pay of most bank officials is not of such proportions as to
render provision for the proverbial rainy day an easy task, and so with the
advent of maturer years the problem of future ways and means becomes an
ever-increasing cause of anxiety which must eventually undermine the health
and prematurely impair the officer’s usefulness. This unhappy state of mis-
giving and worry is substantially removed by the bank which in its wise
solicitude makes provision for the time when ‘‘ the shadows grow deeper and
broader upon the understanding.”

There are several schemes whereby a bank can provide material assistance
for its aged employees and their dependents when death occurs, and these
may be briefly outlined as follows:

(A) A compulsory system of life insurance enforced among the officials;
the amount of policy graduated according to salary, and half or more of the
premium paid by the bank; arrangements to be made with a reliable insur-
ance company to assume all the risks.

(B) The guarantee and annuity fund, which effects an internal system
of guaranty against loss by defalcation or other dishonesty; every officer to
contribute to the fund npon the amount of a personal bond which is increased
in the same ratio as his responsibilities; the rate of premium, ranging from
one-half of one per cent. to one per cent., is sustained throughout the period
of service, and in the event of retirement or death, the amount of premiums
paid is computed and distributed upon a ‘‘surrender value” basis. All
amounts in excees of a minimum sum decided upon and reserved for the pur-
poses of the guarantee fund proper, to be transferred to the annuity fund,
which is dispensed at the discretion of the directors.

(C) The pension and superannuation fund, which is maintained by con-
tributions (1) from the bank, (2) its staff, (3) interest on moneys of the fund,
and (4) returns for invested portions thereof.

Most of the larger banks of Great Britain, Australia, Canada and Europe
have funds in operation based upon one or the other of the above principles,
and every year adds to the number. The pension and superannuation sys-
tem, however, obtains most favor and that most generally adopted embodies
the following salient features :

(1) An anuual contribution by the bank to the fund.

(2) Contribution by all members of the staff of three per cent. of salary,
deducted from month’s pay.

(3) Mewmbers entitled to claim pension (after ten years’ service) at sixty-
five years of age; bank reserving right to retain service after that age.
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(4) Rate of pension: one-sixtieth of salary (received at retirement) for
each year of service up to the thirty-fifth year, which is the maximum; no
pension to exceed §5,000.

(5) Forfeiture of pension is imposed if pensioned member takes other
employment without bank’s consent, or if any officer is dismissed for cause.

(6) The widow of a deceased officer is entitled to half the pension which
her husband would have been entitled to at the time of his death; in the
event of the widow’s death, pension to revert to children until the youngest
attains the age of eighteen. Pension ceases on re-marriage or misdemeanor.

Theabove scheme may be said to be the ‘‘ composite” result of several work-
ing systems examined; the rates of assessment and pension varying slightly
from those given. The extent of the bank’s contribution to the fund has, of
course, an important bearing upon the rate of premium borne by the staff.
It is the custom of some banks, more especially those in Great Britain, to
pay all the premium. To satisfy themselves that their funds are upon a
perfectly sound basis, many banks have them examined septennially by an
experienced actuary.

‘While it is probably true that no aged or incapacitated employee in any
institution would be turned adrift without some tangible recognition of long
and faithful service, the advantages of an established pension or superannua-
tion fund cannot be denied. The larger banks can organize and maintain
them independently; the smaller ones might group themselves and form a
fund on the co-operative plan, to be contributed to, maintained and dis-
pensed pro rata.

An alternative proposition which is at once economical and effective would
be, as soon as possible, to dispense with the fidelity bonds now generally
placed with the public guarantee companies and establish a bank guarantee
fund to effect the same object. It has been shown that the claims against
such companies are insignificant in proportion to the total amount guaran-
teed by them, so that a bank fund under average circumstances would soon
reach the safety limit prescribed for guaranty purposes, and the ‘‘overflow”
could be reserved to form the nucleus of a pension fund. The rate of pre-
mium necessary to put the fund on an effective basis would depend largely
upon the amount of the bank’s contributions to it, and the larger these are
the sooner would a surplus be available for pension purposes. A sliding scale
of premiums chargeable upon the amount of each officer’s bond would seemn
to be the most equitable arrangement; for instance, three-quarters of one per
cent. for the first five years, then one-half of one per cent. to the tenth year,
and one-quarter of one per cent. from the tenth to the fifteepth year, after
which payments to cease; the amount of each bond to depend upon the offi-
cer’s position and to be increased with his responsibilities. At the end of the
fifteenth year after the inception of such a fund, there would probably be a
large sum available for transfer to the pension fund; moreover, the guaran-
tee fund would then be practically self-sustaining, which in itself would con-
serve to the uses of the pension fund all those moneys which were originally
paid out in premiums to the fidelity companies. There can be little doubt
that the premiums ¢xacted from members of the staff in connection with any
insurance, provident or pension fund would, on the whole, be borne cheer-
fully and the outlay appreciated as a ‘‘gilt-edged investment.”

It seems incredible that among the thousands of banks in the United
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States, many of which are giants in the world’s finance, that there are perhaps
not half a dozen which have a pension or superannuation fund as part of
their establishment, and yet the fact remains ! A profession which gives em-
ployment to upwards of fifty-five thousand of the ‘‘brightest and best” of
the land should surely be beyond the reach of a charge which savors so
strongly of improvidence.

DISCIPLINE.

Discipline is one of the first lessons which a young man should be taught
when he takes his place at his desk for the flrst time. If its seed is properly
and carefully implanted at that early and impressionable age and carefully
nurtured throughout the period of growth, the harvest will be rich in the ful-
ness of all those attributes of action and power which owe their origin to the
force of discipline. It is not so much the purpose of this paper to enlarge
upon the advantages of those qualities which are the requisites of eficiency,
as to suggest some practical method for their development. To ensure abso-
lute smoothness in the despatch of the bank’s routine work, its staff must be
under perfect control, a condition which is only accomplished by the strict
enforcement of a code of discipline. For the purposes of this portion of the
topic it will be assuined that the Assistant Cashier is in control of the staff,
and that he directs all matters pertaining to the clerical work. Firstly, in
order for this officer to maintain a proper surveillance of his staff he should
not be tied down too closely with detail work, but should have ample leisure
time in which to keep his eye on the staff, to note their methods, business
habits and treatment of customers. Secondly, his authority should be abso
lute in the settlement of all questions relating to division of work, direction
of routine, and in short all matters of office dicipline. Friction and differ-
ences are bound to arise in the best regulated offices, and can only be satis-
factorily adjusted by a subordinate officer; the Assistant Cashier in this case
when his decisions are recognized by the staff as final. If an appeal is made
to the Cashier for the settlement of any difference, it should not be consid-
ered without reference to the Assistant’s Cashier’s previous decision in the
case. Better that the latter’s judgment, even though faulty, be sustained
than that it should be ignored altogether. No bank staff can well serve two
masters, for under such conditions discipline becomes a negligible quantity.
Punctuality is one of the rudiments of discipline and is one of those things
which never cease to be a virtue. To be thoroughly impressed with the se-
riousness of his new vocation the junior clerk must learn to be prompt in all
things; the hour for reporting for duty each morning and the numerous small
duties which fall to his lot during the day must be performed with strict punc-
tuality. In large offices a clerk should be detailed each morning to record the
hour of arrival of every officer, in a register provided for the purpose; such
register to be occasionally examined by the Cashier, and all late-comers rep-
rimanded. In the smaller offices this is a matter which easily comes under
the eye of the senior officer in charge, and all offenders should be disciplined
in a similar manner. It is in the application of discipline to such small mat-
ters that the groundwork is laid for its easy accomplishment in the larger
affairs of the bank. In the striking of ledger and all other balances, hand-
ling and distributing mail matter, entering, forwarding and advising collec-
tions, balancing customer’s pass books, in fact, in the performance of the hun-
dred and one duties of every-day necessity, punctuality should be the invio-
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lable rule. The ‘‘ holding over” of entries and postponement of any balances
invariably leads to slovenly methods and un-businesslike habits. There are
periods in every office which recur from time to time when the exigencies of
business will not require the banking machinery to work at high pressure and
enforced inactivity on the part of the staff will result; at such times the op-
portunity is ripe for private discussions, joke cracking and other ebullitions
of animal spirits, which though harmless enough in themselves, are altogether
inconsistent with the surroundings. 1t is quite possible for one or two unruly
spirits to demoralize the good order of the whole office, and any disposition
to undue levity or loitering during business hours should be promptly
checked. It is an easy matter to find work at all times in order to keep any
member of the staff out of mischief, even if such work is not of the individ-
ual’s own seeking. Another important phase of discipline is its bearing upon
the staff’s duty to the public.

RELATIONS WITH THE PUBLIC.

In his daily routine the bank officer comes into contact with all sorts and
conditions of men and women, and his opportunities for profiting by the study
of human nature are infinite. The average customer is somewhat punctilious
concerning the attention he receives at the hands of his bankers, and very
often the demands made upon the latter are a severe test of temper and pa-
tience; this is especially true of those officials who are in direct contact with
the public, and uniform courtesy and attention from these constitute a strong
factor in a bank’s popularity. As popularity and prosperity are relative qual-
ities, the importance of serving the public with patient and painstaking care
is obviously paramount. The Assistant Cashier should always be on the qui
vive to rebuke incivility or inattention upon the part of his subordinates in
their dealings with the public, and should require every officer to be at his
post at all times. Nothing, perhaps, creates a more unfavorable impression
upon a customer than to be kept waiting upon the convenience of a clerk,
who may be in full view reading a paper or discussing politics; the customer
i8 quick to detect and make comment on any short-comings in this respect,
and will naturally remain loyal to that institution wherein his affairs are
treated with despatch and courtesy; indeed, so readily will a good manner
insinuate itself and gain credit, that the ordinary business man will, aside
from a consideration of financial stability, decide to lodge his account with
that bank whose officers have established for it a popular reputation beyond
that enjoyed by its rival.

STAFF RELATIONS.

Courtesy consistently practiced and cultivated in the office will soon
become the habit of routine life. As good manners are communicable, the
junior clerk will learn the better by the example than by the precept of his
superiors; he must be treated from the first with firmness tempered by
uniform civility, and when he makes a mistake or faux pas of any kind, he
should be encouraged to correct the fault, rather than be roughly blamed for
blundering; his good points are much more likely to be developed by a show
of kindly interest in his welfare, than by a continual eriticism of his short-
comings. An all-pervading courtesy throughout the entire staff, aside from
its moral aspect, is the necessary adjunct of subordination, besides possessing
its reflex value in an added degree of influence and dignity. The consistent
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cultivation of the amenities in office life will render the hum-drum monotony
less irksome, promote better understanding and good fellowship, and result
generally to the mutual advantage of the bank and its members. In all mat-
ters of staff relationship the administration of discipline, not of a harsh or
martinet type, but of a firm and tactful sort, by the senior officer in charge
supported judiciously by the heads of the different departments, will elevate
the staff’s moral temperament and improve its effective status immeasurably.

PROMOTIONS.

The prime wisdom in shaping the successful destiny of the bank is that
employed by the directors in the selection of its officials—the instruments of
a bank’s success or failure. The principal forces which actuate the decisions
of the directors in making appointments are, efficiency, seniority, and influ-
ence. Efficiency is natural ability developed by personal effort, and as such
should rank first and highest as a means to advancement. Seniority, should
be the deciding factor only when men of equal ability are in the balance.
Influence is inimical to justice and should therefore hold no place in the
council chamber. It is too much, however, to hope that the power of influ-
ence will be eliminated altogether, for so long as time rolls on, the director
will have his nominee and the influential customer his protegé. But it can-
not be gainsaid that the exercise of the ‘‘influential prerogative”” has a bane-
ful effect upon the morale of any staff and will exert a negative influence in
driving ambitious members to seek fresh flelds wherein merit will find com-
mensurate recognition. Appointments to the junior positions are usually
made in rotation, but even in these the youthful clerk who evinces an ambi-
tious disposition should take precedence; appointments to the more advanced
positions are, for the most part, based upon the recommendations of senior
executive officers who are in closest touch with the material eligible for pro-
motion. Any officer who is called upon to suggest the incumbent for a
vacancy, whose desire it is to preserve absolute justice, must not be influenced
by a prior knowledge of any director’s predilection for any particular candi-
date, but should exercise an independent opinion free from all taint of parti
ality or favoritism.

Once a staff learns that merit takes precedence of seniority and influence
as a means to promotion, the incentive to work and strive for reward is
strengthened, and an all-round improvement in the quality of service is ac-
complished.

GENERAL SUGGESTIONS.

Vacations.—Every well-regulated bank should arrange a yearly holiday of
at least two weeks for every member of its staff. This is very generally done,
buat in a number of offices the want of a definite policy in the matter detracts
materially from the actual benefits bestowed. The true value of the annual
holiday consists, not alone in its participation, but in its anticipation with a
reasonable degree of certainty; to effect this a schedule must be made out
early in the spring, and the prospective vacations arranged by choice in order
of seniority; such schedule to bestrictly adhered to in so far as circumstances
will permit. By assuring the staff that every effort will be made to carry out
the schedule as arranged, the extra work entailed upon each member for re-
lieving purposes will be performed with a personal interest, and the desired
result made more easy of accomplishment. The advantages of an annual
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‘‘house-cleaning” in each department which a regular relief from duty
affords, are so apparent as to require no comment.

Recreations.—The encouragement of athletic sport among bank clerks can-
not be too highly commended, for aside from the benefit of the mental stim-
ulant which physical vigor involves, there can be no better medium than the
fleld of sport for bringing together the various units of the working forces of
different banks. The healthy spirit of rivalry engendered by the participa-
tion in any of the popular manly sports conduces to those mutual good feel-
ings, which must be ultimately reflected in the affairs of business. The
younger members of each bank might organize a football, baseball, rowing
or hockey club, as the case might be; the whole to form a bank league under
the patronage of the head of the different banks who might donate a suitable
trophy to be competed for annually and held for a year by the victorious
team. An interest taken in any such league by the chief officers of the banks
would be the most effectual form of encouragewent, and the one most calcu-
lated to excite a keen spirit of competition. Whether it be in the home, at
the club, or on the gridiron, the cultivation of one's business acquaintances
will afford an opportunity for the interchange of ideas and opinions which
familiarize the mind with up-to-date events, and which in a practical manner
broaden the intelligence and strengthen one’s grasp of the oft-recurring prob-
lems of business life.

The Bankers® Institute.—It is beyond question that the institute is'destined
to play an important part in moulding the material which will sway the future
banking world. As soon as its object becomes better known, its principles
understood and its educative influences appreciated, there will be no obstacle
in the way of its permanent progress, but in the incipient stages, fostering
and encouragement will no doubt be necessary, if not to assure, at least to
hasten its success. To the majority of bank clerks, a free lecture or debate
on any banking or commercial topic is an unattractive prospect, so that the
popularity of a course of lectures under the auspices of the institute would
not be enhanced by the exaction of fees. In order to give an impetus to the
work, it might be advisable for the bank to pay the fees of the younger mem-
bers of its staff for the first year or so; to award a cash honorarium to any of
its members who passed any of the prescribed exawminations, and to supple-
ment the cash prizes offered by the institute in essay competitions when car-
ried off by any clerk in its employ.

Such tangible forms of encouragement would awaken an interest which
might otherwise remain dormant, establish the institute as a going concern,
and ultimately cause its work to be recognized as an indispensable part of
every bank clerk’s education.

The Library.—Every well-equipped bank should have its library. The
outlay necessary for the purpose would be insignificant compared with the
advantages which would accrue to the staff by the inducement afforded for
the cultivation of a taste for reading and desire for self-improvement; more-
over, it would furnish material within easy reach for the preparation of essay
and examination work. All members should have free access with the privi-
lege of borrowing any work on the shelves. Among other works, the library
should contain: Standard histories of the banking systems of the United
States and other countries, Adam Smith’s ‘* Wealth of Nations,” John Stuart
Mill's ‘‘ Political Economy,” such recognized text-books as ‘‘ Daniel on Nego-



THE PRACTIOAL WORK OF A BANK. 88

tiable Instruments” and ‘‘Byles on Bills,” and an authoritative periodical
such as the BANKERS’ MAGAZINE, which should be bound as each volume is
eompleted. ’

In the banking profession, as in all other walks of life, the advancement
of science and invention has wrought marked changes. The conditions which
prevailed even a decade ago are superseded by more modern methods which
must be adopted in order to keep pace with the ever-increasing demands of
competition. Watchfulness and progressiveness are the modern concomitants
of success, whether applied to the individual or the corporation.

The bank officer who hopes to achieve distinction in his profession must
from the outset of his career apply himself to the mastery of the principles
which underlie the science of banking. A perfunctory discharge of duty, no
matter how well performed, will never lead to success; the raison d’étre of
every transaction must be solved, and thoughtful and intelligent service be
the invariable order of things. The ambitious clerk will familiarize himself
with the financial events of the day, keep himself informed upon judicial de-
cisions affecting banking, accept every opportunity for self-improvement, and
at all times place his services ungrudgingly at the disposal of the bank.

On the other hand, the bank which is too conservative to adapt itself to
new conditions will as surely be outstripped in the race as the individual
‘who does not realize that pre-eminence depends largely upon personal energy
and application. The bank which is conducted upon what may be termed
the broader humanitarian principles, which treats its employees with consid-
eration and liberality, provides pensions and annuities, and makes its at-
tachés one and all look upon it as their home, is the institution which will re-
eeive a fair quid pro quo in return. SEMPER VIGILANS.

THE PRIZE ARTICLES—SPECIAL ANNOUNCEMENT.

It is apparent that a number of those who have signified their intention
of competing for the several prizes offered by THE BANKERS' MAGAZINE for
the best papers on a number of topies relating to the Practical Work of a
Bank have not been able to complete their papers by July 1, the date on
which the papers were to be submitted.

Desiring to give all a fair opportunity, and in order to make the contest
thoroughly competitive, it has been decided to extend the time for submit-
ting papers to October 1, 1901. This applies to all topics except Topic No. 5,
‘¢ Increasing the Efficiency of the Working Force.” As the publication of
articles on this topic was commenced in the July number of the MAGAZINE,
the time in which articles on this topic may be sent in will be extended only
to August 1, 1901. ’

Intending competitors will therefore note that papers on all topics (except
No. 5) must reach this office not later than October 1, 1901.

Papers on topic No. 5, ‘‘ Increasing the Efficiency of the Working Force,”
must be sent in not later than August 1, 1901.

Further announcement in regard to these Prize Articles will be found else.
where in this issue of the MAGAZINE.

8



BANKING LAW DEPARTMENT.

IMPORTANT LEGAL DECISIONS OF INTEREST TO BANKERS.

All the latest decisions affecting bankers rendered by the United States Courts and State Court
of 1ast 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.

USURY BY NATIONAL BANK—PENALTY—STATUTE OF LIMITATIONS.
Supreme Court of the United States, April 8, 1901.
NATIONAL BANK OF DAINGERFIELD v8. RAGLAND.

The period of two years within which an action to recover of a National bank the penalty
provided by the National Bank Act for taking usurious interest begins to run from the
time the interest 18 actually pald, and not from the time it was agreed to be pald.

If such usurious interest is included in a note, the limitation does not begin to run until
the note is paid.

Mr. Justice White delivered the opinion of the court:

At various times between January 1, 1895, and May 22, 1896, the defend-
ant in error, G. W. Ragland, with sureties, executed promissory notes to the
Daingerfield National Bank, for various sums of money loaned to said
Ragland. The bank was a National banking association doing business in
Daingerfleld, Morris county, Texas. Each original note embraced not only
the amount of the loan but interest to the date of maturity of the note, cal-
culated at a rate higher than that allowed by law. Certain of the notes were
renewed from time to time, the additional interest for the extended period
being added, calculated also at a usurious rate. The first payment made
upon any of the notes so executed was on November 1, 1896, and all the notes
were fully paid prior to February 14, 1898.

On March 28, 1898, Ragland flled a petition in the district court of Morris
county, Texas, to recover twice the amount of the interest so as aforesaid
paid by him, basing his right to recover upon the provisions of. section 5198
of the Revised Statutes of the United States. After deducting as an offset
the amount of a note executed by Ragland which had been assigned to the
bank by the payee thereof, there was found due to Ragland upon the cause
of action stated in his petition the sum of §252.05; and for that amount with
interest judgment was entered in favor of Ragland in October, 1898, On
appeal to the court of civil appeals the judgment was affirmed, and a motion
for rehearing was overruled. (51 8. W. 661.) An application made to the
supreme court of Texas for an allowance of a writ of error was dismissed for
want of jurisdiction. Thereafter the Chief Justice of the court of civil
appeals allowed a writ of error, and the case is now here for review.

In the assignments of error contained in the record it is conceded by coun-
sel for the plaintAff in error, and the record fully establishes, that the interest,
the subject of this controversy, was paid to the plaintiff in error less than two
years before Ragland commenced his action. The sole contention in this
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oourt is that the courts of Texas erroneously held that the limitation of the
statute did not begin to run until the usurious interest was paid. That the
courts below, however, did not commit error in this regard is shown by Brown
vs. Marion Nat. Bank (1898) 169 U. 8. 416, 42 L. ed. 801, 18 Sup. Ct. Rep.
895, where, construing sections 5197 and 5198 of the Revised Statutes, it was
held that the ‘‘usurious transaction,” from the date of which the limitation
of the statute begins to run, is the time when the usurious interest was actu-
ally paid, and not the time when it was agreed that it should be paid. This
refutes the argument relied on at bar, that the inclusion of the usurious
interest as principal in the notes amounted to payment of the interest within
the meaning of the statute. Judgment afirmed.

COLLECTIONS—TRUST FUND—RIGHT OF OWNER OF PAPER TO RECOVER.
Supreme Court of Kansas, April 6, 1901.
KANSAS STATE BANK vs. FIRST STATE BANK OF MARION, et al.

1. Where a eheck is sent to a bank for collection, and such bank, after collection, retains
and uses the proceeds of the check in its general business, it will be deemed to be an
agent and trustee of the owner of the check, and the money so wrongfully retained and
used to be a trust fund, which the owner may follow and reclaim if it can be identified
and the rights of no innocent third parties have intervened.

2. If the trust fand has been mingled with other assets of the trustee, and it appears that
such asset3 have been thereby appreciably augmented and bettered, a trust will be im-
pressed on such assets, and the cestui que trust will be entitled to have the trust fund re-
claimed and taken out of the assets with which it is mingled.

8. The use of the money so collected for the mere payment of the indebtedness of the trus-
tee is not to be regarded as an enlargement and betterment of the trustee’s estate ; but
the plan of exchanging checks and making a settlement of the day’s business, which
was adopted by the banks in the present case, i8 not to be regarded as a mere payment
of indebtedness

(8yllabus by the Court.)

This was an action to recover the proceeds of a check forwarded to the
First State Bank of Marion, which bank became insolvent before the pro-
ceeds were paid over. The points decided are stated in the official syllabus
given above.

DELAY IN PRESENTING CHECK—WHEN NOT DEFENSE.
United States Circuit Court of Appeals, Third Circuit, March 28, 1801.
BRADLEY vs. ANDRUS.

Mere delay by a bona-flde holder to present a check for payment within a reasonable time is
no defense to the maker, who, relying upon the statement of the payee that the check
has been mislaid, pays the amount thereof to the payee.

In error to the Circuit Court of the United States for the Eastern District
of Pennsylvania.

Before Gray, Circuit Judge, and Bradford and J. B. McPherson, District
Judges. '

BRADFORD, District Judge: John E. Andrus, the defendant in error,
brought an action of assumpsit in the court below against Thowmas Bradley,
the plaintiff in error, on a check dated February 18, 1897, drawn by Bradley
on the Security Trust Company of Philadelphia to the order of Francis C.
Grable for $12,500 and by Grable and Andrus iniorsed in blank. The defend-
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ant having pleaded non-assumpstt, payment and set-off, and given notice of
special matter of defense, the case went to trial before a jury. At the close
of the testimony the counsel for the respective parties stipulated in open
court as follows: .

‘It is agreed by counsel in open court that a verdict shall be taken for
the plaintiff for the sum of $14,845.81, it being understood and agreed between
them that the case shall be placed upon the proper list for argument upon
the qusstion reserved as to whether the defence which has been set up and
shown by evidence is a valid defence. If the court shall be of opinion that it
is a valid defence, judgment to be entered for defendant notwithstanding the
verdict. Otherwise judgment for plaintiff upon the verdict as rendered.
The verdict is to be taken with interest from , amounting to y
subject to the power of the court upon the argument hereafter to take place,
to reduce the verdict by the amount of interest so included, if in the judg-
ment of the court the interest should not have been made a part of the
verdict.”

Pursuant to this agreement and by direction of the court the jury returned
a verdict for the plaintiff in the sum of $14,845.81; whereupon the defendant
moved for a new trial and also for judgment non obstante veredicto. Both
motions were denied, but the court corrected an improper inclusion of inter-
est in the verdict by reducing the latter to $14,139.56, for which amount judg-
ment was rendered. (C. C. 102 Fed. 54.) The plaintiff in error relies on the
third assignment, which is ‘‘that the learned judge erred in denying defend-
ant’s motion for judgment non obstante veredicto.” The purpose of the above
stipulation of counsel was to submit the evidence as well as the law in the
case to the decision of the court. The learned circuit judge accordingly
found the facts as follows:

‘“The defendant, Thomas Bradley, on February 18, 1897, gave to one
Francis C. Grable a check for $12,500 on the Security Trust Company of Phil-
adelphia. Two or three weeks afterwards, when the bank book of Bradley
was settled, he found that the check had not been presented for payment.
He thereupon made inquiry of Grable, and was told by him that it was still
in his possession, and that he would return it. On April 15, 1897, Bradley
and Grable had a general settlement, and it then appeared that Bradley owed
Grable $19,416.67. In this last-mentioned amount, however, there was
included the sum of §12,500 for which Bradley’s check of February 18, 1897,
had been given. At this settlement Bradley was told by Grable that he had
lost or mislaid that check and that he would look for it, and if found return
it. In addition to this oral assurance Grable gave to Bradley a statement in
writing as follows:

¢ PHILADELPHIA, April 15, 1897.

I have in my possession check No. 1558, drawn on the Security Trust and Life Insur-
ance Company, dated February 18, 1897, for twelve thousand five hundred dollars, drawn
to my order and signediby Thomas Bradley, which I am to return to Mr. Bradley as settle-
ment has been made, and it will not be presented for payment. FraANCIs C. GRABLE.

Witness: E.I. P. GRUBB.’

Relying on this statement Bradley paid Grable the full amount of $19,-
416.67, instead of only $6,916.67, which latter was the true amount due by
Bradley to Grable, and the only amount which would have been paid if it
had been known by Bradley that his check of February 18, 1897, was then
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outstanding, as presently to be stated. Subsequently, on October 20, 1897,
Bradley gave notice to the Security Trust Company not to pay the check,
and when it was thereafter presented, as will presently be mentioned, the
Trust Company, in obedience to that notice, refused payment, and the check
was protested. The statements made by Grable to Bradley were false and
fraudulent. The fact is that Grable had passed the check to John E. Andrus,
the plaintiff in this case, upon the day after he (Grable) had obtained it from
Bradley. Andrus had no knowledge of any fraud or contemplated fraud on
the part of Grable, but took the check innocently and gave cash for it to the
amount of its full face value. At Grable’s request, Andrus held the check
instead of presenting it, but subsequently passed it to one William J. Arkell
for certain stocks or bonds. And Arkell, in January, 1898, presented it for
payment, which, as has been stated, was refused. Arkell thereupon brought
8pit upon it, but that suit was discontinued, the check was returned to
Andrus, and this present action instituted.”

No assignment of error questions the authority of the court below to find
the facts pursuant to the above stipulation of counsel, or the regularity of
such procedure, nor has any such question been suggested by counsel on
either side. 'We must, therefore, give to the finding by the court below con-
clusive effect in this court as to the facts so found. That finding expressly
negatives fraud on the part of Andrus, the learned judge saying: *‘‘Aundrus
bad no knowledge of any fraud or contemplated fraud on the part of Grable,
but took the check innocently and gave cash for it to the amount of its full
face value.” Andrus in holding the check from February 19, 1897, until the
latter part of January, 1898, without presenting it for payment, certainly was
not diligent in the assertion of his rights. He omitted seeking payment for
an unreasonable time. But mere delay for eleven months, though unreason-
able, in presenting the check for payment at the bank on which it was drawn,
could not of itself defeat in whole or in part the right of Andrus, as its bona-
Jlde holder, to recover from the drawer, unless funds of the latter applicable
to the check were in the interim lost through the insolvency or failure of the
bank. It is admitted, however, that the bank was solvent during all that
period, and thereafter continued so, and, further, that the check when pre-
sented would have been promptly paid by the bank had it not been for the
notice given by Bradley to the bank October 20, 1897, not to pay it.

If Bradley has any defence to the action it must rest on some other ground
than the mere omission by Andrus to present the check for payment within a
reasonable time after he received it. Undoubtedly, if Andrus on receiving
the check had promptly presented it at bank, Bradley would not have paid
its amount to Grable in the settlement of April 15, 1897. But while the delay
on the part of Andrus to present the check prior to such settlement was the
condition, it was not the proximate cause, of such over-payment by Bradley
to Grable. Bradley was induced to make such payment, not by the fact that
the check had not been presented, but through his imprudent reliance on the
false and fraudulent representation made to him by Grable that the check,
though mislaid, was still in his possession and that he would return it. He
oould have insisted on full indemnity from Grable before including the amount
of the check in the settlement or have refused, in the absence of the check,
to pay its amount. Had he secured such indemnity he would have been
saved from the loss with which he is now visited. Or had he refused to pay,
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any judgment which might have been recovered against him for the amount
of the check would have been within the control of the court rendering it,
and execution could have been restrained until proper indemnity was given
against any claim by a bona-fide holder for value. But he did not demand
indemnity nor exercise any reasonable precaution. He wholly relied on the
word of Grable, and in waking payment to him of the amount of the check
he must be held to have assumed the risk of his falsity. Bradley cannot suc-
cessfully invoke the doctrine of estoppel. It is an elementary principle of the
law of estoppel that he who claims the benefit of an equitable estoppel or
estoppel in pais on the ground that he has been misled through the acts,
conduct or representations of another, must not have been misled through
his own want of reasonable care and circumspection. Had Bradley observed
the caution to be expected from an ordinarily prudent man in similar circum-
stances, he would have required something more than the mere assurance of
Grable before paying to him the amount of the check. Even if the other
essential elements of an estoppel in pais were present, the lack of reasonable
care on the part of Bradley would negative the existence of an estoppel. We
think that the doctrine of estoppel is wholly inapplicable to the case. Andrus
might have suffered loss by failure of the bank before presentation of the
check, but he did not owe any legal duty to Bradley to present it. Bradley
through his improvidence made the over-payment, and while great hardship
has resulted to him from the fraud of Grable in connection with his own
want of circumspection, yet as between Andrus and Bradley the latter must
be treated as the author of his own misfortune. We perceive no ground on
which the motion for judgment non obstante veredicto could have been granted.
The judgment below is affirmed.

COLLECTIONS—TITLE TO PROCEEDS—WHEN OWNER OF PAPER MAY
RECOVER AS TRUST FUND.
Supreme Court of South Carolina, April 1, 1901.
WHITE v8. COMMERCIAL AND FARMERS' BANK OF ROCKHILL, et al.
Where one seeks to recover specifically the proceeds of paper collected by a bank which
has become insolvent, he must show thut such proceeds, in some form, have gone into
the assets of the bank.

MCIVER, C. J.: The statement made in the ‘‘ case” is as follows: ‘‘The
above-entitled action was commenced in the court of common pleas for York
county on February 3, 1900. The purpose was to have the Commercial and
Farmers’ Bank, an insolvent corporation, which had been organized under
the laws of this State, put into the hands of a Receiver. A temporary Receiver
was appointed on February 3, 1900 (afterwards made permanent), and all per-
sons holding claims against the insolvent corporation were called in to estab-
lish their demands in this action. Under the call, John Rugheimer estab-
lished his claim. Amount of claim, §406. In establishing his claim, John
Rugheimer claimed to be a creditor to the extent of $150, but asserted that
he was a cestui que trust as to the remaining §256. His claim arose as follows:
He sent, through the Exchange Banking and Trust Company, four drafts to
the Commercial and Farmers’ Bank of Rockhill, 8. C., for collection and
remittance. Three of the drafts, aggregating $266, were collected by said
bank in money or its equivalent, and the fourth draft, for $150, was collected
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by a check on the Commercial and Farmers’ Bank itself. The Commercial
and Farmers’ Bank did not remit for the collections, all of which were made
before the appointment of a Receiver for the bank. The draft for $150 and
another draft for $125 were sent to the Commercial and Farmers’ Bank on
January 4, 1900, and two other drafts ($38 and $93) on January 20, 1900,
The claimant contended that, as to the $256 which went to augment the
assets of the bank, he was not a creditor simply, but had a lien upon all the
assets of the bank, giving to him priority over other claimants who were
creditors simply. The referee sustained the contention of the said John Rug-
heimer, but upon exceptions to his report the circuit judge (J. C. Klugh) held
that the law was otherwise—that John Rugheimer was a creditor, simply, for
all of his claim. The hearing was had upon the referee’s report, an agreed
statement of facts, and the entire record in the cause.

It is admitted that there are eighteen other claimants in like plight with
John Rugheimer—presenting claims for unremitted collections—and that his
and their claims aggregate $1,123.48. It is also admitted that when the
Receiver took charge of the bank there was only five dollars in cash on hand,
bat that the nominal assets (loans, discounts, overdrafts and amounts due by
other banks) exceeded one hundred thousand dollars, and the indebtedness
also exceeded that sum.”

The appeal is based upon a single exception, which imputes error to the
circuit judge in holding ‘ that he (John Rugheimer) did not have priority
over the creditors of the bank, in that he (John Rugheimer) was not a credi-
tor as to §256 of his claim, but a cestui que trust, and error in not specitically
holding that he (John Rugheimer) was a cestu? que trust, and was not a cred-
itor of the bank, as to $256 of his claim (proceeds of three drafts sent to the
bank for collection, and collected but not remitted) ; and error in not holding
that he (John Rugheimer) had a lien upon all the aseets of the bank which had
been augmented by the collection of three drafts for him, aggregating $256,
for which the bank had not remitted.”

There being no controversy as to any part of the claim presented by the
appellant, except that portion represented by the three drafts, aggregating
the sum of $256, we shall confine our attention to that only.

The facts as to these drafts are not as fully and clearly stated in the
‘‘case” (all of which we have copied above) as we would have preferred to
have them. For example, it does not appear how these drafts were indorsed
when they reached the Commercial and Farmers’' Bank—whether they were
simply indorsed in blank, or specially ¢ for collection ’——which seems to have
been regarded as an important, if not a controlling, circumstance in Sweeny
vs. Easter (1 Wall. 166)—one of the cases cited by counsel for appellants.

1t is true that in the ‘‘ case” it is stated that these drafts were sent to said
bank for collection and remittance; but whether that was intended as a state-
ment that the bank was so notifled, either by indorsement or merely a state-
ment otherwise of appellant’s intention in sending the drafts, is left to con-
Jecture, or at least to inference; and as it appears in the ‘‘ case’ that the
drafts were not sent to the Commercial and Farmers’ Bank directly by the
appellant, but that they were sent through another bank—the Exchange
Banking and Trust Company—the inference would be that the appellant did
not 80 notify the Comnmercial and Farmers’ Bank.

Again, it does not appear when these drafts were received or when they
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were collected. All that does appear is that they were collected before the
appointment of a Receiver, but how long before is left to conjecture. Again,
it does not appear that these drafts, or, rather, the proceeds thereof, either in
the original form in which they were collected, ‘‘in money or its equivalent,”
or in property into which the same had been converted, constitute any part of
the assets of the bank which went into the hands of the Receiver, out of
which the appellant claims the right of priority of payment. It is true that
the ** case” does contain the following language: ‘*The claimant contended
that as to the $256 which went to auginent the assets of the bank he was not
a creditor simply, but had a lien upon all the assets of the bank, giving to
him priority over other clainants who were creditors simply.” But that lan-
guage does not necessarily imply an admission of the party that the proceeds
of these drafts went to augment the assets of the bank which went into the
hands of the Receiver. On the contrary, it seems to imply a mere assertion
of appellant on which he based his claim to priority. It is very certain that
the proceeds of these drafts did not go into the hands of the Receiver in the
form of money; for it is expressly admitted in the ‘‘case” that when the
Receiver took possession of the assets of the bank there was only §5 in cash
on hand, and there is nothing to show that such proceeds went into the hands
of the Receiver in some other form into which they had been converted. For
all that appears, these proceeds may have beern lost or otherwise disposed of
before any Receiver was appointed; and, if so, there was nothing in the
hands of the Receiver upon which any trust could attach, even conceding
that there was a trust relation between appellant and the bank as to the
proceeds of these drafts.

These views are, we think, not only founded in reason, but supported by
aathority. In 2 Story, Eq. Jur. secs. 1258, 1259, it is said: ‘‘The general
proposition which is maintained both at law and in equity upon this subject
is that if any property, in its original state and form, is covered with a trust
in favor of the principal, no change of that state and form can devest it of
such trust, or give the agent or trustee converting it, or those who represent
him in right (not being bon:flade purchasers for a valuable consideration,
without notice), any more valid claim in respect to it than they respectively
had before such change. * * * It matters not in the slightest degree into
whatever form, different from the criginal, the change may have been made,
* * x for the product of a substitute for the original thing still follows the
nature of the thing itself, so long as it can be ascertained to be such. The
right ceases only when the means of ascertainment fail.” And the learned
author adds these words: ‘‘ Which, of course, is the case when the subject-
matter is turned into money and mixed and confounded in a general mass of
property of the same description.”

But the proposition expressed in these additional words, which is based
upon the old doctrine held by somne of the earlier cases in England, as well as
in this country, that money, having no earmark, cannot be followed, has
been practically repudiated in the more modern cases; the doctrine now held
being that in following a trust fund it is not necessary to trace the identical
coins or bills of which it is composed. Substantial identity is all that need
be proved, and therefore a cestui que trust may pursue and recover a trust
fund originally received by the trustee in the form of money, so long as its
identity as a fund can be ascertained, although he may be unable to trace
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the identical coins or bank bills in which such money was originally paid to
the trustees. As an illustration of this, it is said in some of the cases that if
a trustee receives a sum of money impressed with a trust, and puts such
money into a bag along with other money which belongs to the trustee in his
own right, the cestui que trust has a right to take out of that bag the amount
of the trust fund which the trustee had put in the bag; and this for the rea-
son that so much of the money in the bag belongs to the cestu? que trust, and
not to the trustee, and the fact that in taking out the money he may get some
of the coins or bills which belonged to the trustee in his own right, cannot
affect the question, as he gets no more than what belongs to him. Indeed,
the fundamental principle upon which the doctrine that a cestui que trust
may follow property in which his trust funds have been invested into the
hands of any person, except a bona-fide purchaser for valuable consideration,
rests, is that such property, in equity, belongs to him, and he has a right to
reclaim it.

Other authorities in support of the view which we bave taken may be
found in a note to the case of Bank vs. Goetz, 27 N. E. 907, 32 Am. St. Rep.,
at page 119 ef seq., where the learned editor has collected a large number of
cases in support of the principles he there lays down, one of which he states
as follows: ‘‘ While the cestui que trust may follow a trust fund through any
number of transmutations, and into the hands of any person except a bona-
Jide purchaser for a valuable consideration without notice, so long as he can
clearly identify it (meaning, as is shown in another part of the note, substan-
tial identification), it is well settled that his right to so pursue it fails when
the means of ascertaining its identity fails.”

It is true that counsel for appellant has cited cases from other States,
which are not binding upon us, and which go much further than we are dis-
posed to go. These cases seem to hold that, where a trustee mixes trust
funds with his own, all of his assets become impressed with a trust, except so
much thereof as the trustee may be able to distinguish as hisown. But even
that doctrine, as we understand it, would not avail the appellant in this case.
For in this case it has not been made to appear that the so-called trust fund,
or any part thereof, has been mixed with the assets out of which appellant is
claiming priority of payment. To entitle him to such priority, he must show
that his so-called trust fund, in some form, has gone into the assets of the
bank now in the hands of the Receiver; and this he has failed to do, so far
as appears from the facts before us. He must therefore share ratably with
the other creditors in the distribution of the assets of this insolvent bank now
in the hands of the Receiver.

The judgment of this court is that the judgment of the circuit court is
affirmed. .

VALUE OF NATIONAL BANK STOCK—REPORT TO COMPTROLLER AS
EVIDENCE.
Supreme Court of North Dakota, May 2, 1901.
PATTERSON vs. PLUMMER.

The written report of the officers of a National bank to the Comptroller of the Currency,
made pursuant to section 5211, Rev. 8t. U. 8., does not purport to give the actual or
estimated value of the bank’s property, and-is incompetent, alone, as a basis from which
to deduce the actual value of the bank’s stock.
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This action was brought by Daniel Patterson to recover of A. L. Plumnmer
damages for the breach of an alleged contract to sell and deliver 353 shares
_ of the capital stock of the Hillsboro National Bank at an agreed price of $135
per share. One of the questions was whether the plaintiff had proved any
damages.

Youna, J. (omitting part of the opinion): The nominal or par value of
the stock in question was $35 per share less than the plaintiff agreed to pay
for it. What evidence has been offered to show that it had an actual value
greater than its par value? None whatever. No testimony was introduced
to show the actual value of the stock, and no evidence as to the actual value
of the property of the corporation. The report of the Cashier to the Comp-
troller is not evidence of the value either of the property or the stock. It
does not purport to give an estimate of the value of either. It is apparent
that it was not within the scope or purpose of the report to declare upon the
actual values of the various items of property owned by the corporation, and
it does not do so. It is also apparent that the sums deduced fromn such reports
a8 book value are purely arbitrary, and have no reference to actual value.
This can be seen at once by considering that the actual value of the stock
would necessarily rise or fall with changes in the actual value of the property
of the corporation, but the book value would not change. It would remain
fixed and entirely unresponsive to conditions rendering the assets of the bank
highly valuable or entirely worthless.

Not only does the report itself show that it does not furnish a standard
for measuring actual value, but it also appears in the testimony of plaintiff’s
witnesses that the so-called book value does not represent actual value.
Neither have any authorities been presented sustaining appellant’s views as
to the probative value of the report. It is true, the report does contain an
estimate of the value of certain real estate, but this is but a small fraction
of the bank’s assets. Whether the report was admissible for any purpose, we
need not discuss or determine. It is sufficient to say that it did not furnish
evidence of the value of the assets, or data from which the actual value of
the stock could be deduced.

PROMISSORY NOTE—CONSIDERATION—NOTICE OF DISHONOR.
Supreme Court of New York, Appellate Division, Second Department, April, 1901.
J. H  MOHLMAN COMPANY VR, FANNY MCKANE.

The acceptance of a note payable at a future date for goodssold and delivered to the maker,
operates as a forbearance of the right to sue the maker until the maturity of the note,
and constitutes a consideration for an indorsement of the note made for the purpose of
procuring its acceptance.

This is the rule under the Negotiable Instruments Law, as well as under the general commer-
cial law.

Where an indorser who lived at S. when the note was made, afterwards changed her resi-
dence, but it did not appear when such change was made, Held, that notice of dishonor
sent to her at 8. was sufficient under the Negotiable Instruments Law.

Motion by the defendant, Fanny McKane, for a new trial upon a case con-
taining exceptions, ordered to be heard at the appellate division in the first
instance after a trial at the Kings County Trial Term. ’

GOODRICH, P. J.: This action is brought against Fanny McKane, as
indorser of a negotiable promissory note made by Minnie E. McKane to the
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order of the plaintiff and payable three months after date. The complaint
alleges that the indorsement was made for the purpose of procuring the
acceptance of the note by the plaintiff and to enable Minnie to obtain credit
from the plaintiff. A bill of particulars shows that the plaintiff, in February,
1897, sold to Minnie merchandise amounting to forty-seven dollars and seven
cents. In May she gave an order to the plaintiff for other merchandise, but
the order was ‘‘held up” until Fanny should guarantee the purchase and
give a statement of her pecuniary responsibility. This statement was given

to the plaintiff on May 29 and reads as follows:
“ New YoOREK, May 29, 1897.
I herewith submit a statement of my affairs to J. H. Mohlman Co. to induce them to
aoccept my guarantee for 500 and 00-100 dollars and my endorsements on notes for goods

furnished to my son as manager.
Real e8tate. ...c.viteiviriernrirnnresensiorosacsoansesssrssnncasises $80,000
D . T 16,000
Liabilities (including indorsed notes)........cciveieeeeirinierenennns 2,000

FANNY M CKANER.”

Subsequently the plaintiff delivered merchandise, amounting to $399.15,
makiag a total of $447.72. On July 6, 1899, the note in suit was given for
the whole bill, credit having been allowed for payments amounting to $44.01.

The defendant contends that there was no consideration for her indorse-
ment of the note. The acceptance of the note, payable at a future date, was
a forbearance of the right to sue the maker until the maturity of the note,
and this constitutes value.

Section 51 of the Negotiable Instruments Law (Laws of 1897, chap. 612)
says: ‘‘Value is any consideration suflicient to support a simple contract.
An antecedent or pre-existing debt constitutes value.”

Receiving a note as security for a debt or forbearance to sue upon a pres-
ent claim or debt constitutes a consideration for the note. (1 Dan. Neg. Inst.
[4th ed.] sec. 183; 4 Am. & Eng. Ency. of Law [2d ed.], 188; Howe vs. Tag-
gart, 133 Mass. 284; National Bank of Gloversville vs. Place, 86 N. Y. 444.)

The defendant also denies that the note was duly protested. She annexed
to her answer an aflidavit, pursuant to section 923 of the Code of Civil Pro-
cedure, that she did not receive any notice of protest. Section 168 of the
Negotiable Instruments Law provides that notice of protest mnay be given to
the party, ‘“‘or to his agent in that behalf.” Sections 175 and 179 provide
that where the person giving the notice and the person to receive it reside in
different places it may be sent by mail, and if the party to receive the notice
has ‘““added an address to his signature’ the notice must be sent to that
address, but, if not, then to the post office nearest to his place of residence or
to the post office where he is accustomed to receive his letters. There was
no address added to the defendant’s indorsement. The notary mailed notice
of protest to Fanny and to John Y. McKane, attorney, at Sheepshead Bay.
The note was dated at Sheepshead Bay and was indorsed by the defendant
¢ Fanny McKane,” and there was another indorsement, ‘‘ Fanny McKane,
per John Y. McKane, atty.” It matured October 6, 1899. John Y. McKane,
the defendaut’s husband, died September 5, 1899, before which date the
defendant lived with him at Sheepshead Bay. After his death, but how long
after is not stated, she moved from Sheepshead Bay. As it did not appear
that the defendant’s residence was changed previously to the time of sending
the notice, it was to be assumed that there had been no change of residence
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up to that time, and consequently the mailing of notice to Sheepshead Bay
was sufficient as matter of law.

The exceptions should be overruled and judgment ordered for the plaintiff.
All concurred. Exceptionsoverruled and judgment directed for the plaintiff,
with costs.

CHECES—WHEN PAYABLE TO BEARER—FORGED INDORSEMENT.
Supreme Court of New York, Appellate Term, January, 1901.
BLOOMINGDALE vs. NATIONAL BUTCHERS AND DROVERS' BANK.

A check payable to the order of a particular bearer is not, in legal effect, payable to bearer,
and hence is not negotiable without the payee’s indorsement.

‘Where a check held by a bank under a forged indorsement is paid by the drawee in ignor-
ance of the forgery, he is entitled to recover from the bank the amount paid thereon.

The rule that a check payable to the order of a fictitious person is payable to bearer applies
only where the maker knows the payee to be fictitious, and actually intends to make the
paper payable to a fictitious person.*

Appeal from Municipal Court, Borough of Manhattan.

Action by Lyman G. Bloomingdale against the National Butchers and
Drovers’ Bank to recover money paid out on checks on which the indorse-
ments were alleged to be forged. Frowm a judgment for plaintiff, defendant
appealed. Affirmed.

Argued before Beekman, P. J., and Giegerich and O’Gorman, JJ.

PER CuURIAM (opinion rendered by the associate justices after the death
of Presiding Justice Beekman): The checks in suit were payable ‘‘to the
order of bearer, B. Cohen,” and to the order of bearer, Ennulct.” respect-
ively, and it is claimed by the appellant’s counsel that such checks are, in
legal effect, payable to bearer, and hence were negotiable. We cannot, how-
ever, yield our assent to this proposition. The checks were not, as claimed,
payable to a bearer ‘‘ generally,” but to a particular bearer—one to B. Cohen,
and the other to Ennulot—and therefore were not negotiable without the in-
dorsement of the payee thereon. (1 Daniel, Neg. Inst. (4th ed.), sec 105;
Tied. Com. Paper, sec. 243; Warren vs. Scott, 32 Iowa, 22. See Neg. Inst.
Law, secs. 27, 28.) The rule applicable to this question is stated by Daniel
in his work on Negotiable Instruments in these words (section 105) :

¢“If the bill or note be payable ‘to the bearer, A,’ it is the same as if sim-
ply payable to A, and is not negotiable. But, if payable to A, or bearer, it
is the same as if payable to'bearer; and so if payable to A, or holder.”

The uncontradicted proof shows that the checks were payable to real per-
sons who had rendered services to the maker as tailors, and they were signed
by him upon the representation of the forger that each of the payees was
entitled to receive the amount of the check for work actually performed.
The forger testified that, instead of delivering the checks to the payees, he
indorsed their respective names thereon, and got one Aaron Zwerdling to cash
them; that he gave no part of the moneys so obtained to the payees, or either
of them; and that he had no authority from either of themn, or the maker,
to indorse the checks. Zwerdling, on the other hand, testified that he cashed

* The Negotiable Instruments Law provides that the instrument is payable to bearér.
when, among other cases, * it is payable to the order of a fictitious or non-existing person,
and such fact was known to the person making it 8o payable.” (Sec. £8.)
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the checks for the payees; but they denied indorsing them, or receiving any
part of the sums for which they were drawn.

The jury resolved the conflict of testimony in favor of the plaintiff, and
we think, upon a careful examination of the record, that they were warranted
in finding—as must be assumed from their verdict they did find—that the
indorsements were forged. Forgery of such indorsements being thus estab-
lished, title to the checks in controversy did not pass; and the plaintiff, hav-
ing paid the amount thereof to the defendant in ignorance of the facts, is
entitled to recover back the moneys so paid. (Citizens’ Nat. Bank of Daven-
port vs. Importers and Traders’ Bank of New York, 119 N. Y. 195.)

The eounsel for the appellant urge that the trial justice erred in refusing
to submit to the jury the question of the intent of the maker as to whether
the checks in suit should or should not be payable to bearer. We think such
refusal was proper. * The rule invoked by the appellant’s counsel applies only
to a case where the maker knows the payee to be fictitious, and actually
intends to mnade the paper payable to a fictitious person. (Shipman vs. Bank,
126 N. Y. 318, 330.) Here we have no such situation.

DEPOSIT IN NAME OF ANOTHER—PAYMENT OF CHECKS DRAWN AGAINST.
Supreme Court of Idaho, April 24, 1901.
GREENE V8. BANK OF CAMAS PRAIRIE.

When by the terms of a contract of deposit money is received on deposit in the name of the
daughter of the depositor, with the agreement that he (the depositor) may draw such
deposit on checks signed by him, and he does draw the money so deposited on checks
80 signed, the daughter cannot hold the bank for the money so deposited and drawn out.

1t is not error to allow the Cashier of the bank to testify to the terms of such deposit agree-
ment, although the person with whom it was made be dead.

This was an action by Aileen D. Greene against the Bank of Camas Prairie
to recover the sum of $§285 deposited in such bank by her father in her name,
and which had been paid out upon her father’s checks in his lifetime. The
Cashier of the bank testified that Greene came into the bank and said he
desired to make a deposit of some money, and stated that there were some
judgments against him; that he thought, if he deposited the money in his
own name, it might be attached, and asked if he might make the deposit in
the name of his daughter, and asked what the Cashier thought of it. The
Cashier told him that he thought it could be held on attachment under those
circumstances, but that, if Greene thought best to make the deposit in his
daaghter's name, the bank would accept it. And the Cashier also said that
he did not think it would be attached as long as it was not in his (Greene’s)
name. And the Cashier then agreed that he might make the deposit in the
name of the daughter, and that the money would be paid out on checks
signed by him. The money was then deposited in the name of daughter.
The money was paid out on checks of the father; that is, on checks signed,
¢¢ Aileen Greene, per A. D. Greene,” with the exception of one check—a memo-
randum check—which was drawn by the Cashier under the following circum-
stances: A. D. Greene telephoned the bank to pay his taxes, amounting to
$25.33. Thereupon the Cashier drew a check for that amount, signed it, paid
the taxes, and attached a tax receipt thercto. The entire deposit of §285 was
paid out on these checks. The first time the bank had any knowledge that
the daughter claimed the money was some time after her father’s death, and
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after the money had all been paid out. She et the Cashier and stated to
him that she had checks and a statement showing that money had been
deposited in the bank for her, and she then asked the Cashier why he had
paid the money on checks drawn by her father. He explained why he had
done 80, and that was the first time he heard she knew anything about said
deposit. ,

SuLLIvaN, J. (omitting part of the opinion): Was it error to allow the
Cashier of respondent to testify to the conversation that took place between
him and the father of appellant at the time the father made the deposit,
which conversation showed the terms upon which said deposit was nade?
‘We know of no rule of law that would prohibit such evidence. This is not a
suit against the estate of a deceased person, and the bank had the right to
show the condition on which said money was deposited. The evidence clearly
shows that said money was not deposited to the credit of appellant for her
use and benefit, but was deposited for the use and beneflt of her father.
Appellant knew nothing of said deposit until after her father’s death, and
after he had drawn all of it. She was not a party or a privy to the deposit,
and it was made with the distinct agreement that it might be drawn out by
the father. The appellant’s contention is that, as the deposit was made in
her name, it becaine hers; but reason, justice and authority are against her.

In Davis vs. Bank (53 Mich. 163), it is held as follows: ‘‘ A depositor con-
tracting with a bank for the care of his money can control his funds until he
has disposed of them, no matter in what name the account is kept, so long as
it is understood to be his acecount, and has not been put beyond his control
by some act that he cannot revoke.” (See, also, 3 Am. & Eng. Enec. Law, 2d
ed., pp. 832, 834.)

This deposit was made under a distinct agreement that it should be kept
under the control of the depositor. There was no intent to put it to the
credit of the appellant for her use and benefit, and, under the facts of this
case the grossest injustice would be done, to require the bank to pay the
amount of said deposit to the appellant. We fail to find any reversible error
in the record. The judgment is afirmed, with costs of this appeal in favor
of respondent.

USURY—WHEN CONTRACT VALID—CONFLICT OF STATE LAWS.
United States Supreme Court, April 22, 1801.
H. L. BEDFORD AND LOU M. BEDFORD vs. EASTERN BUILDING AND LOAN
ASSOCIATION.
A contract of a foreign loan association, which is not usurious under the laws of the State
where the association is domiciled and where the obligations are payable, cannot be
attacked for usury in the State where the mortgaged land is situated.

This action was originally brought in the Circuit Court of the United
States for the Western District of Tennessee to foreclose a mortgage executed
by H. L. Bedford and his wife. One of the defenses was that the transac-
tion was usurious.

Mr. Justice MCKENNA (omitting part of the opinion): The transactions
were not usurious under the laws of New York, where the notes were payable.
(Concordia Sav. and Aid Asso. vs. Read, 93 N. Y. 474.) Therefore the principle
expressed in Miller vs. Tiffany (1 Wall. 298) applies. It was said in that case :
‘‘The general principle in relation to contracts made in one place to be per-
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formed in another is well settled. They are to be governed by the law of the
place of performance, and if the interest allowed by the law of the place of per-
formance is higher than that permitted at the place of contract, the parties
may stipulate for the higher interest without incurring the penalties of usury.
The converse of this proposition is also well settled. If the rate of interest
be higher at the place of the contract than at the place of performance, the
parties may lawfully contract in that case also for the higher rate.” (See also
Andrews vs. Pond, 13 Pet. 78; Junction R. Co. vs. Bank of Ashland, 12 Wall.
226; Scotland County vs. Hill, 132 U. 8. 107; Cromwell vs. Sac County, 96
U. 8. 8§7; Cockle vs. Flack, 93 U. 8. 344.)

In Pioneer 8av. & L. Co. vs. Cannon, 96 Tenn. 599, 33 L. R. A. 112, 36 8,
'W. 386, a note secured by mortgage was given to a building association and
made payable at Minneapolis. It provided for the payment of five per cent.
interest per annum, a flve per cent. premium per annum, monthly, on or
before the last Saturday of each month, and stipulated, further, that ‘‘ any
failure to pay interest or premium, when due, shall, at the election of the
payee, make the principal, interest, and premium at once due.” Of the note
and mortgage the Court said: ‘‘The second assignment of error is that the
note and mortgage were both usurious on their faces, and non-enforceable.
As already stated, the note stipulates on its face to pay five per cent. interest
per annum, and five per cent. premium per annum, at the office of the com-
pany at Minneapolis, Minnesota. This contract is a Minnesota contract, and
is expressly authorized by the charter of the company and the laws of that
State, which have been distinctly proved, and appear on the record.” The
assignment of error was held not well taken.

PROTEST—WHEN ANO HOW WAIVED.
Court of Appeals of Kentaucky, May 21, 1901.
MURPHY vs. CITIZENS' S8AVINGS BANK OF OWENSBORO.

Protest and notice of protest of a bill may be waived, and this waiver may be express or
may be inferred from circumstances after a considerable lapse of time.*

HoBsoN, J.: In the earnest petition for a rehearing our attention is called
to a section in the charter of appellee by which all bills of exchange negotiable
and payable at this bank are placed on the footing of foreign bills of exchange,
and it is insisted that therefore protest was necessary of the original bills in
renewal of which the bill sued on was executed. The opinion is not finally
rested on the character of the original bills. If appellant had not been a
party to those bills at all he would be bound on the bill in suit, which was
accepted in lieu of the old bills, and by reason of which further time was
secured to the principal debtor. The new bill is supported by a good con-
sideration wholly independent of the old bills. Protest and notice of protest
of a bill are unnecessary when waived. This waiver may be express, or it
may be inferred from circumstances after a considerable lapse of time in a
case like this. The bare fact that the books of the bank do not show that
protest was made or notice given, is insufficient to show that appellee was
delinquent in this respect.

*The Negotiable Instruments Law provides, ** Notice of dishonor may be waived, either
before the time of giving notice has arrived, or after the omission to give due notice, and the
waiver may be express or implied.” (8ec.180 N. Y. Act.)
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RATIFICATION OF OFFICER'S ILLEGAL CONTRACT—ENOWLEDGE IMPUTA-
BLE TO BANK.

Supreme Court of Georgia, May 22, 1901.
SINGLETON vs. BANK OF MONTICELLO.

A bank, by bringing an action upon a contract made in its bebalf by one of its officers, rat-
ifiles his action in making the contract, and is in law chargeable with knowledge of
whatever he knew at the time of so doing.

The Bank of Monticello brought its petition against Singleton to foreclose
a mortgage which he had given to secure a note of $300. Singleton filed a
plea in which he alleged, among other things, that the consideration of the
note and mortgage was ‘‘ illegal, void and contrary to public policy, being for
money loaned to defendant in aid of, to promote, and to further a gaming
transaction,” and from which it appeared that on the day the loan was made
the defendant went to the bank and made an unsuccessful attempt to borrow
$300, intending to use $200 of the amount in depositing ‘‘ margins” with his
broker for the purchase of cotton futures. Later, accompanied by his broker,
Benton, who was a director of the bank, he again visited the bank, and the
two together had a conversation with the Cashier, at which time it was made
clear to that official that the purpose of the desired loan was to obtain money
with which to buy cotton futures through the agency of Benton, the broker;
and after this conversation, and as a result of Benton's persuasion, the Cash-
ier consented to loan the money requested to the defendant, taking his note
secured by a mortgage on realty. When the defendant sought to withdraw
from the bank the remainder of his discounted note over and above the $200
which he intended to deposit with Benton as margins, amounting to $65, the
Cashier refused to allow him to do so, informing him that the entire amount
of the discounted note had been turned over to Benton, to be placed on the
cotton-future transaction. This, it is alleged, was without the defendant’s
consent or authority, and on account of this unauthorized conduct he was un-
willingly forced to go deeper into the speculation than he had intended.

The bank only consented to make the loan to the defendant at the earnest
solicitation of Benton, one of its directors, upon information that the money
was to be used in the purchase of cotton futures, the control of which would
be in Benton’s hands, and *‘ it looked to be reimbursed out of the proceeds
of the illegal speculation.” It is expressly alleged that the bank aided in and
furthered the consummation of the illegal transaction set out.

LEWIS, J. (omitting part of the opinion): The court below, in our opin-
ion, erred in holding that the knowledge of the Cashier as to the illegal use
to which Singleton intended to put the money borrowed was not imputable
to the bank. It must be borne in mind that the bank was the plaintiff be-
low, seeking to recover upon a contract which was made for it by its Cashier.
It would be absurd to say that it can take advantage of his act, and at the
sume time repudiate his knowledge of the attendant circumstances. It is not
necessary to decide whether or not, under other circumstances, the bank
would be chargeable with the knowledge of its Cashier in a transaction of
this kind. By bringing an action upon the contract made by him in its be-
half, it ratifled his action in making the contract, and it is, in law, chargeable
with knowledge of whatever he knew at the time the contract was made.
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CONDENSED LEGAL DECISIONS OF INTEREST TO BANKS.

APPLICATION OF PROCEEDS OF SALE.

Defendant contended that he made arrangements with the President of
the plaintiff bank whereby the proceeds of certain cotton to be sold by a firm
of which defendant was a member were to be applied on the note in suit.
The money realized from the cotton was applied by the bank President on
other obligations. Held, that the question whether the note had been paid
'was properly submitted to the jury.

Dow-Law Bank vs. Godfrey, 856 N. W. Rep. (Mich.) 1075.

ASSIGNED NOTES—DEFENSES ADMISSIBLE.

In Mississippi where a note payable to order is assigned, the maker in an
action thereon can, under the statute, show, as against the assignee, that the
note was procured by fraudulent representations.

Kennedy vs. Jones, 29 S8o. Rep. 813.

CLEARING-HOUSE RULES—AGENCY—BANKS.

Where the rules of the New York Clearing-House provided that checks
and drafts payable through any bank a member of that institution must be
paid in accordance with its rules, and that any error or mistake must be cor-
rected by the banks which were parties to the transaction, a note on one
bank held by another, both of which dealt through the clearing-house
through the agency of members thereof, which was certified by mistake, its
payment through the clearing-house was not a voluntary payment, so as to
preclude recovery of the money paid from the holder of the note.

Mt. Morris Bank vs. Twenty-third Ward Bank of City of New York, 70
N. Y. Supp. 78.

COLLATERAL SECURITIES—DILIGENCE REQUIRED IN THEIR COLLECTION.

One who receives promissory notes or other choses in action as collateral
security is bound to use ordinary diligence to collect them; where suit is
brought on a promissory note against an accommnodation indorser thereon,
and the latter defends on the ground that certain accounts were given as col-
lateral security for the payment of the note, and that the proceeds thereof
were not applied to the payment of the note, it is incumbent on him to show
either that the accounts were collected and the proceeds converted by the
plaintiff, or that the failure to collect was due to the negligence of the plain-
tiff, and that damage resulted to the defendant therefrom. Mere proof that
the accounts were valuable and were not collected is not sufficient.

Mauck vs. Atlanta Trust and Banking Co. 38 8. E. Rep. (Ga.) 845.

CONSOLIDATION OF CORPORATIONS—DIVISION OF PROFITS.

Plaintiff and defendants entered into a pool for the purpose of effecting a
consolidation of gas companies, and plaintiff subscribed $650,000 to the pool,
to which $15,000,000 was the total subscription; and it was agreed that the
profite should be divided in proportion to the various subseriptions. Plaintiff
agreed to turn over his stock in one gas company, which was supposed to be
of the value of $650,000, and he transferred it to the pool, but received over

4
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$333,000 in cash therefor. The pool only paid $8,700,000 for the total stock
purchased, and the amount of stock actually contributed by plaintiff without
receiving payment therefor only amounted to something over $300,000. Held,
that plaintiff was not entitled to share in the proflts in that proportion of the
entire profits which $650,000 bore to the $8,700,000 actually expended, but
was bound by the consolidation agreement, which entitled him to such share
only as the $650,000 bore to $15,000,000.
Logan vs. Simpson, et al. 70 N. Y. Sapp. 86.

CUSTOM OF BANKS BORROWING MONKY.

‘Where, in a suit on a note given by certain directors of a bank for a loan,
and indorsed by the bank, the defense was that the loan was procured by the
directors for their individual use, and that they had no authority to cause the
indorsement, evidence of the custom of banks in that vicinity to borrow
money without special authority of the board of directors was admissible.

First Nat. Bank of Huntington vs. Arnold, ef al. 60 N. E. Rep. (Ind.) 185.

DEPOSIT IN ANOTHER'S NAME—-TITLE TO FUND.

When, by the terms of a.contract of deposit, money is received on deposit
in the name of the daughter of the depositor, with the agreement that he
(the depositor) may draw such deposit on checks signed by him, and he does
draw the money so deposited on checks so signed, the daughter cannot hold
the bank for the money so deposited and drawn out.

Greene vs. Bank of Camas Prairie, 64 Pac. Rep. (Idaho) 888.

DEPOSITOR'S FAILURE TO EXAMINE VOUCHERS AND ACCOUNTS.
Where a bank has paid raised checks, the depositor is not estopped from
maintaining an action against the bank to recover the amounts thereby
obtained by failing to examine his bank account and vouchers when returned
to him by the bank, by which he would have discovered that the checks had
been raised, and thus prevented further acts of such kind.
" Critten, et al, vs. Chemical Nat. Bank, 70 N. Y. Supp. 246.

EXTENSION ON TIME—CONSIDERATION FOR INDORSEMENT.
The acceptance of an indorsed note payable at a future date, given for a
debt of the maker, was a forbearance of the right to sue the maker until the
maturity of the note, constituting a valuable consideration for the indorse-

ment.
J. H. Mohlman Co. vs, McKane, ¢ al. 69 N. Y. Supp. 1046.

DEPOSITS BY VOLUNTARY ASSOCIATIONS—DISPOSITION OF FUNDS.

In 1878 several women organized a voluntary association to co-operate
with a church tb which they belonged in erecting a new church building, the
funds of the society to be used in furnishing the church when erected. In
1881 the church abandoned the idea of erecting a new building, and decided
to repair the old one, and in June, 1900, at a regular meetiug of the society,
at which all the members were present, it was unanimously voted that the
society’s funds, which were deposited in a bank, should be used in repairing
the interior of the old building, and notice was given to that effect to a com-
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mittee of the church appointed to make repairs, which incurred liabilities on
the strength of the notice. Held, that the appropriation constituted a legal
disposition of the funds, and was not objectionable, as authorizing an expen-
diture for a purpose for which the society was not organized; and the agent
selected by the association had a right to the deposit.

Carter, et al. vs. Strafford Sav. Bank, et al. 48 At. Rep. (N. H.) 1088,

FORGED CHECKS—LIABILITIES OF BANK.

Plaintiff’s confidential clerk prepared checks payable to certain creditors
of plaintiff, each check being presented to plaintiff for signature, who com-
pared it with the original bill, and placed it in an envelope directed to the
payee, which he sealed, and placed in the mailing drawer. The clerk, in
making the checks, left spaces between the dollar mark and the figure of the
amount where it was punched and written, and afterwards stole the checks
from the mailing drawer, raised them by perforating additional figures, and
also writing them in the spaces left by him, then erased the nawme of the
payee, and substituted ‘‘Cash,” on which he obtained money from the
defendant bank on which they were drawn. Held, in an action to recover
the amount thus added, that plaintiff was not guilty of such negligence as to
discharge the bank of its liability.

Critten, ef al. vs. Chemical Nat. Bank, 70 N. Y. Supp. 246.

GUARANTY—NOTICE OF DISHONOR.
One who guaranties the payment of a note is not entitled to notice of dis-
honor, to which an ordinary indorser of a negotiable paper is entitled.
Farrer vs. People’s Trust Co. 64 Pac. Rep. (Kan.) 1081.

INSOLVENT BANK—SPECIAL COLLECTIONS.

‘Where a bank collects a note for a stranger, and intermingles the money
received with its own moneys, and afterwards becomes insolvent, a trust
attaches to the money in possession of the bank to pay such note, though no
trust attaches to the general assets of the bank, since it is presumed that the
bank paid out its own money before embezzling the money of others.

Plano Mfg. Co. vs. Auld, 86 N. W. Rep. (8. D.) 21.

LIABILITY ON PURPORTED TRANSFER OF PLEDGED STOCK.

‘Where, on an issue as to whether defendant was liable as a stockholder of
an insolvent bank, it appears from an agreed statement as to what the bank
books and reports show that, at the time the four shares in question pur-
ported to have been transferred to him by the President, the latter's stock
was all pledged, it must be held that defendant acquired no stock, and never
in reality became a legal shareholder, and hence is not subject to a share-
holder’s liabilities.

Burt vs. Richmond, 107 Fed. Rep. (U. 8.) 387.

LIMITATIONS—PAYMENT BY HUSBAND.
Under Comp. Laws of Michigan, providing that no joint contractor shall
loee the benetlt of the bar of limitations by a subsequent promise or payment
made by his joint contractor, a payment made by a husband, and indorsed
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without the consent:of his wife, on a mortgage jointly executed by them, does
not defeat the bar of limitations in favor of the wife.
Curtiss vs. Perry, et ux. 85 N. W. Rep. (Mich.) 1131,

MISAPPLICATION OF FUNDS BY PRESIDENT—RATIFICATION BY OFFICERS.

To constitute the offense of willful misapplication of the funds of a Na-
tional bank, under Rev. 8t. Sec. 5209, it is not essential that the money
should be actually withdrawn from the bank, but the offense may be consum-
mated by giving fraudulent credits, and the transfer of the same in the usual
way by means of checks. An indictment for such offense, alleged to have
been committed by discounting a certain note, is sustained by proof that
defendant, as President of the bank, without the knowledge or consent of
the directors, discounted such note, which he knew to be worthless and insuf-
ficiently secured, crediting the proceeds on the books of the bank to the
maker, subject to his check; that the maker drew a check for the amount in
favor of a third person, who indorsed the same to defendant; and that defend-
ant by means of such check paid a note held by the bank for which he was
himself liable, and the fact that they impliedly consented thereto, by taking
no action in regard to it, was no defense.

Rieger vs. United States, 107 Fed. Rep. (U. 8.) 916.

OFFICERS OF BANK BORROWING MONEY—LIABILITY OF BANK.

The Vice-President of a bank represented to another bank that he desired
a loan for his bank, and gave a note signed by himself and another director,
indorsed by his bank and its President. Thereafter such note was renewed
by another note indorsed by the bank by its Cashier. The lending bank
knew that the two directors signing the first note were directors of the bor-
rowing bank, and that the Cashier signing the indorsement on the second
note transacted all the business of the borrowing bank. Held, that, though
the loan was not in fact procured for the bank, and though it did not receive
the proceeds, and the indorsement was not authorized by the board of direc-
tors, the bank was liable, the officers having implied authority to act.

First Nat. Bank of Huntington vs. Arnold, et al. 60 N. E. Rep. (Ind.) 134.

PARTNERSHIP FUNDS—BANK CONTRIBUTING TO—APPLICATION TO INDIVID.
UAL DEBT.

Where a check of an insolvent firm, drawn on its funds by one of the part-
ners, in favor_of his surety on a note given to a bank for his individual debt for
a loan to pay his part of the firm’s overdrafts, was accepted, and applied by
the bank on the note, with knowledge of the firmn's insolvency and of bis pur-
pose to appropriate its funds in payment of the note, the bank did not accept
and pay the check in good faith and in due course of business, and was there-
fore liablejto account to the firm creditors for the amount thereof.

Mechanics’ Sav. Bank, et al. vs. Fargeson, et al. 29 S8o. Rep. (Miss.) 791.

PROCEEDS OF FORECLOSURE—LIMITATION NOT EXTENDED BY APPLICA-
TION OF PROCEEDS.

‘Where defendant purchased a bean-huller of plaintiff, giving a chattel
mortgage thereon, together with his three notes, for the purchase price, an
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indorsement on the notes of an amount received at a sale of the huller on

foreclosure of the mortgage does not operate as a part payment to take the

notes out of the statute of limitations, as no new promise of payment was

shown; the giving of the chattel mortgage with power of sale not being evi-

dence of an intention that such payment should operate as a renewal.
‘Westinghouse Co. vs. Boyle, 86 N. W. Rep. (Mich.) 136.

SHARES OF BANK—UNAUTHORIZED INCREASE OF CAPITAL.

A holder of certificates of stock in a National banking association cannot
escape liability as a stockholder to creditors under U. 8. Rev. Stat. Sec. 5151,
on the ground that the shares of stock which he holds are part of an increase
which was made without compliance with the conditions of the act of May 1,
1886 (24 Stat. at L. 18, chap. 73), which prohibits the increase of capital until
the whole amount of such increase is paid in and the Comptroller has certified
to that fact, even if he has been induced to take such shares by fraud of the
officers of the bank and of the Comptroller.

] Scott vs. Deweese, 21 Sup. Ct. Rep. (U. 8.) 5885.

TRANSFER OF SHARES—INSOLVENCY OF BANK.

An owner of shares in a National bank, who sold the same in good faith,
without knowledge or reason to believe that the bank was insolvent, and who
did everything that was reasonably possible to have the proper formal trans-
fer made on the books of the bank, cannot be treated as a shareholder, and
held liable to an assessment made by the Comptroller upon the subsequent
closing of the bank as insolvent, upon evidence showing that the bank was
in fact insolvent at the time the sale was made, and that the purchaser was
also insolvent. The statute imposes no restriction upon the right to transfer
shares because of the insolvency of the bank or the transferee, nor do consid-
erations of public policy justify it where the seller has exercised due diligence,
-and has acted in the transaction with fairness and good faith.

Earle vs. Carson, 107 Fed. Rep. (U. 8.) 639.

CONSIDERATION OF NOTE—INCONVENIENCKE TO PROMISEE SUFFICIENT.,

In order to constitute a valuable consideration for a promise, neither the
benefit to the prontisor nor the detriment to the promisee need be actual. It
would be a detriment to the promisee, in a legal sense, if he, at the request
of the promisor, and upon the strength of his promise, performed any act
which occasioned him the slightest trouble or inconvenience, and which he
'was not obliged to perform. :

Bigelow, et al. vs. Bigelow, et al. 49 At. Rep. (Me.) 49.

NOTICE OF NON-PAYMENT—RIGHT TO.

‘Where one who indorses a note is in fact a principal in the transaction, he
is not entitled to notice of non-payment.

Where presentment for payment is waived in a note, the indorser is not
entitled to notice of non-payment.

Furth vs. Bacter, et al. 64 Pac. Rep. (Wash.) 798,
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NOTES OF CANADIAN CASES AFFECTING BANKERS.
[Edited by Johu Jeunnings, B. A., LL. B.; Barrister, Toronto.]

LIEN NOTE—LOSS OF ARTICLE FOR WHICH GIVEN—RESPONSIBILITY
FOR LOSS.
GILLESPIE vs. HAM. (N. W. T. Law Rep., Vol. 4, p. 78.)

STATEMENT OF FAcTs: The plaintiff in the year 1893 sold to the defen-
dant for the sum of $135, a certain mare. He received the defendant’s lien
note for that sun, which note provided that, until payment thereof, the title,
property and right to possession of the mare remained in the vendor, who had
power on default to sell and apply the proceeds on the note. The mare was
delivered in 1898 to the defendant. ’

In the year 1894 a colt was born and in the same year the mare was
drowned. In 1898 the colt was gold for §75 and this sum was credited on the
note. The defendant denied any liability for the balance of the note, claim-
ing that as the ownership in the mare had not passed to him, the loss must
fall upon the vendor.

JuDpGMENT: The learned trial judge held, following Martineau vs. Kitchny
(L. R. 5 Q. B. p. 456), that the loss must fall upon the defendant, the pur-
chaser, for although the change of ownership was not completed at the time
the loss occurred, nevertheless the note being overdue it was by the defen-
dant’s default that the transactions were not completed, and therefore, al-
though the ownership did not actually pass te the defendant, he must bear
the loes which would have fallen upon himn beyond question but for his own
default.

Judgment was given therefore in the plaintiff’s favor for the balance of
the note.

PROMISSORY NOTE—PLEDGE—NEW DEBT—ARTICLE 1975, CIVIL CODE.
BRUNET vs. CAMERON, ¢t al. (Quebeo Buperior Court Rep., Vol. 19, p. 193.)

STATEMENT OF FACTS: The defendant M obtained from the plaintiff a
.loan of the sum of $250, and to secure that sum M and the defendant, Cam-
eron, gave to the plaintiff a collateral promissory note for $450, dated Janu-
ary 21, 1895, at four months. M also gave to the plaintiff his own promissory
notes at three months and four months, respectively, for $125, each of these
notes being dated January 24, 1895. In February, 1895, the plaintiff loaned
M a further sum of $150 for which M gave his own promissory note at four
months, dated February 8, 1895,

The note at three months for $§125 became due on April 27, and M paid
#25 on account of it and gave a renewal at four months for $100. M subse-
quently became unable to pay these loans, and the plaintiff sought to recover
from the defendant Cameron on the collateral note for $450 not only the bal-
ance due on M’s two notes of January 24, 1895, but also the §150 due on his
note of February 8, 1895.

JUDGMENT: The claim to recover the sum of $150 due on the note of Feb-
ruary 8, 1895, was based on paragraph 2, article 1975, of the Civil Code, which
says: ‘‘If another debt be contracted after the pledging of the thing and be-
come due before that for which the pledge was given, the pledge may be re-
tained until both debts are paid.” '
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Doherty, J., on the circuit court held against this contention, but the
superior court on appeal held that the sam of §100 represented by the renewal
note of April 27, 1895, did not become due until after the note for $150 be-
came due, and that the plaintiff was entitled, under the circumstances to the
benefit of the article referred to. Judgment was therefore directed to be en-
tered for the plaintiff for the sum of $375 on Cameron’s collateral note for
$450.

(Norr.—S8ince this judgment was reported this case has been carried to
the court of King’s bench which reversed the judgment of the superior court
and reaffirmed that by Doherty, J. The particulars of this judgment are not
yet to hand.)

' DEBENTURES PAYABLE TO BEARER—NEGLIGENCE IN THE ISSUE OF—
INNOCENT PURCHASER FOR VALUEK BEFORE MATURITY.
ROBINSON vs. BOARD OF SCHOOL TRUSTEES OF ST. JOHN, NEW BRUNSWICK.
(Supreme Court Rep., Vol. 84, p. 508.)

STATEMENT OF FAcTs: This was an action for the sum of $120 for inter-
est due on two coupons for $60 each on a $2,000 debenture of the board of
school trustees of S8t. John. The debenture in question appeared on its face
to be regularly signed by the chairman and secretary of the defendant school
board and to have their corporate seal attached. This debenture was pledged
to the Bank of New Brunswick by J. P. Mott in the year 1888. Mr. Mott
subeequently died and the administrator of his estate direeted the bank to
realize upon this debenture and they sold it to the plaintiff, Robinson, in 1895.
The first interest coupon became payable in February, 1896, and was, in ac-
cordance with an agreement to that effect, paid by the Bank of New Bruns-
wiek. Later the secretary of the board (who was not the secretary signing
the debenture) looked over the interest coupons so paid and excepted this
first coupon among others. Afterwards the board, upon investigation, came
to the conclusion that this particular debenture had never been issued by
them and the fact was that they had never received value for it. March,
the secretary of the board at the date of the debenture, first admitted his sig-
nature thereto but subsequently denied it. The board refused payment of
the next two interest coupons and suit was brought upon them. Owing to
Mr. Mott’s death, the debenture could not be traced farther back than to its
possession by his firm.,

A number of questions were left to the jury, who found:

1. That the plaintiff was an innocent purchaser for value before maturity.

2. That by a resolution the chairman and secretary had a general author-
ity to sign debentures,

8. That thisdebenture was properly executed, the signatures being genuine.

4. That the defendant school board did not sell or negotiate this deben-
ture which was negotiated through the negligence or fraud of the defendants
or their officers.

JUDGMENRT: On these findings judgment was entered for the plaintiff.
The defendants appealed from this judgment to the Supreme Court of New
Brunswick whosee judgment was given by Tuck, C. J., who distinguished this
ease from that of the Bank of Ireland vs. Evan’s Charities (§ H. & L. Cases,
P- 389). In that case, owing to the negligent care of the debenture, the defen-
dants’ servant was enabled to commit a forgery, and the debenture when ne-
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gotiated had not been properly executed. ‘‘I think,” proceeded the learned
Chief Justice, ‘‘ that the defendants are liable on the bond. There is a dis-
tinction between negotiable instruments and ordinary personal property.
Debentures payable to bearer pass from hand to hand with as little question
and almost as freely as bank notes. This debenture on its face appears to
have been regularly issued. It has on it the corporate seal of the trustees
and is signed by the chairman and secretary of the board. No person seeing
the instrument would have any information or knowledge or reason to sus-
pect that there was anything wrong in respect of the issue or that the trus-
tees had not received its full market value or that there had been any fraud
or dishonesty in putting the instrument in circulation; there was nothing in
the instrument itself to put an innocent purchaser on inquiry; and when the
Bank of New Brunswick first negotiated the bond with Willis Mott & Co.,
they acted in the ordinary course of every-day dealing; and when Mr. Robin-
son purchased from the bank he did the same. Considering these facts and
that negligence by the defendants has, upon sufficient evidence, been found
by the jury, and the additional important factor that instruments such as
this should be readily negotiated in the market, I am constrained to come to
the conclusion that the plaintiff must be paid. Between two innocent par-
ties on whom must the loss fall? The answer is on himn through whose fault
or negligence the loss occurred.” '
The appeal was dismissed with costs,

REPLIES TO LAW AND BANKING QUESTIONS.

Questions in Banking Law—submitted by subsoribers—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.

CHECK PAYABLE THROUGH CLEARING-HOUSE—PLACE OF DEMAND.

Kditor Bankers' Magazine: CHICAGO, Ill., June 19, 1901.

S1R: A check is drawn, we will say, on the Second National Bank of Austin, Ill., payable
through the Chicago Clearing-House. In the event of such check going to protest, where
should the notary mpke demand ? NOTARY.

Answer.—We think the notary should make demand of the bank on which
the check is drawn. Presentment to the clearing-house agent is proper only
where the presentment is made through the clearing-house, and when pre-
sentment in any other form is required it must be made to the drawee bank

itself.

REVOCATION OF CHECK CREDITED ON DEPOSITOR’S PASS-BOOK.

Edttor Bankers’ Magazine : ALBION, Neb., June 24, 1801,
STR: Adraws his check for $3.35 on B bank, in which he has more than amount of check to
his credit, and delivers same to C. Before check is presented A stops payment thereon. D
presents check with other items on drawee bank and is given credit on pass-book, but before
oredit was given on books of bank it was discovered that payment had been stopped. Can
bank cancel credit on pass-book or compel depositor to take up check ? TRLLER.
Answer.—The entry of the credit of the amount of the check on B's bank
book was equivalent to the payment of the check, but the payment wasmade
under a mistake, and the rule is well settled that mnoney paid under a mistake of

fact may be recovered back, however negligent the party paying may have
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been in making the mistake, unless the payment has caused such a change in
the position of the other party that it would be unjust to require him to re-
fund. (National Bank of Commerce vs. National Mechanics’ Bank, 56 N. Y.
211; Bank of Commerce vs. Union Bank, 3 N. Y. 236; Canal Bank vs. Bank
of Albany, 1 Hill, 287, 291.) Hence, if D’s position was not changed before
he had notice of the mistake, the credit may be cancelled. But if he would
be prejudiced, the credit must stand. Thus, for example, if on the faith of
such payment he extended additional credit to A, he would be placed in a
worse position by reason of the mistake, and it could not be corrected. For
the rule is, that where loss results from a mistake it must fall upon the per-
son responsible for the mistake.

ENDORSEMENT OF CHECK BY OTHER THAN THE PAYEE.

Editor Bankers’ Magazéne : SAN FRANC18C0, Cal., June 19, 1901,

8IR: If a check drawn in New York on a bank in 8an Francisco is made payable to John
8mith, and is paid on the endorsement * John Smith per D. Smith,” can the drawer recover
the amount of the check from the bank because the authority of D.Smith to endorse for
John Smith i8 not shown in the endorsement? The law of California does not say that the
authority to endorse must be shown in the endorsement.

~ Answer.—The law of New York does not, any more than the law of Cal-
ifornia, require that the authority to indorse shall be shown in the indorse-
ment, and hence it is immaterial whether the case is governed by the law of
the one State or the other. Such an authority could not very well appear in
the indorsement; for it would be merely the unsworn statement of the agent,
which is not proof of the agency. The burden of proving the authority would
be upon the bank, but if D. Smith was actually authorized to indorse for
John Smith, the indorsement in the form given would be sufficient, and could
be proved by producing the written evidence of such authority if it was in
writing; or if it was merely verbal, by proving it in that form.

TITLE TO CHECK DEPOSITED.

Editor Bankers' Magazine: COLUNMBIA, Mo., June 17, 1901,

S81R: A holder of a check deposited it for collection and credit with a bank with which he
had an account: the amount of the check was at once placed to his credit and he drew a small
check against it. The bank receiving the check forwarded it to the Kansas City bank which
‘was its correspondent, the check belng drawn on another bank located in Kansas City. The
Kansas City bank to which the check had been forwarded secured payment thereof and ored-
ited the forwarding bank with theamount. Inthe meantime the forwarding Lank had failed ;
the party who deposited the check now claims that the Kansas City bank, collecting the
same, is liable to him for the amount of the check. Has he any claim against the Kansas City
bank ? C. C. H.

Answer.—No. The arrangement between the depositor of the check and
the forwarding bank amounted to a sale of the check to the latter.

BANK DEALING IN ITS OWN STOCK.

Editor Bankers' Magazine : DeTROIT, Mich., June 8, 1801.

81R: I am astockholder in the—————bank in ————Georgia. Recently the Cashier
and President purchased some of the outstanding stock of the bank with funds belonging to
the bank. Afterwards they bought the stock themselves. I would like to know if they had
any right to purchase the stock with the bank funds; and if they had, was it not their duty
to give the stockholders a preference for the purchase of the stock when they sold it for the
bank ? STOCKHOLDER.

Answ:r.—If the bank had idle capital that could not be usefully employed
in loans it had a right to apply the same to the purchase of its own stock, and
on resale of such stock the stockholders have no right to a preference in the
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purchase, nor can the directors be deemed trustees, and, on that ground,
restricted from the purchase of the stock.

PRIVATE BANK IN NORTH DAKOTA. -

Editor Bankers' Magaaine : + NORTH DAKOTA, June 20, 1901.
SIR: We have no bank in our town and I bave a reasonablo amount of money that I

would like to invest in starting a bank here; will you tell me what steps it is necessary to

take in order to start into business ? J. H.

Answer.—Under the laws of North Dakota you will not be able to start a
bank unless you organize a corporation for that purpose, as private individ-
uals are not permitted to engage in banking business. '

PAYMENT OF CERTIFICATE OF DEPOSIT.

Editor Bankers® Magazine : BLOOMINGTON, Ill., June 23, 1901
S81R: I deposited $500 in a bank in our town and received a certificate of deposit therefor
payable one year after date, the bank agreeing to allow me four per cent. interest on the
amount, Last week I wanted to use the money and asked the bank to take up their certifi-
cate, but it refused to do 8o, although I offered to throw off two months’ intereet which has
accumulated. Can I make the bank take up the certificate and repay me my money ?
J. G. D.

Answer.—Yes. Under the Illinois laws no bank is permitted to issue any
bills or notes unless the same shall be payable on demand, and you have a
right to recover your deposit at any time.

LOANS ON REAL ESTATE.

Editor Bankers’ Magazine: MINNBAPOLIS, Minn., May 81, 1901
Srr: I am a director in & Minnesota bank and the officers have loaned some of the funds
of the bank on real estate, taking a real estate mortgage as security. I don't think the bank
has any right to loan money on real estate, and if the bank loses money on acoount of the
loan, are the directors liable ? DIRBOTOR.

Answer.—No. A bank in Minnesota has a legal right to loan money on

real estate security and can enforce payment of the loan by foreclosure pro-
ceedings or otherwise the same a8 an individual can.

NEGLIGENCE IN NOT INQUIRING FOR DRAFT.

Editor Bankers' Magazine : SPRINGFIELD, Mass., June 16, 1901
S1R: I deposited a draft in a Boston bank for collection in Louisville, Ky., and the home
bank placed the amount to my credit. About a month afterwards they notified me that the
bank to whichr they had forwarded the draft for collectioa had failed to receive the same and
that the party on whom thedraft was drawn bad in the meartime become insolvent,and they
demand that I repay them the amount of the draft. Am I compelled to repay the amount or
should they not lose it on account of their failure to inquire for a month as to what had
become of the draft? D.

Answer.—I1f the party on whom the draft was drawn was solvent at the
time the draft was drawn and remained so for some days after the bank could
reasonably have secured the presentation of it, the bank should stand the
loss; its failure to inquire for a month as to what had become of the draft
was negligence on its part, and you would doubtless be successful if the bank
should sue you to recover the amount paid you on the draft.

ACCOMMODATION NOTES—REPRESENTATION OF BANK BY CASHIER.

Editor Bankers’ Magazine : BUrraLO, N. Y., June, £2, 1001,
Si1R: The Cashierof a certain bank in our county with whom I had been on very friendly
terms got me to borrow money from a third party for his use, he signing the note as an indor-
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ser and agreeing to take care of it when it became due, the note being payable at the bank
of which he was Cashier. When the note became due he paid it out of the funds of the bank
and charged my account with the same although I did not have enough money on deposit by
nearly $800 to take up the note. The bank now not only refuses to pay me the amount taken
from my acoount to pay the note with, but it demands payment from me for the balance of
the note. Had the bank a right to use my money to pay the note and will I have to pay the
balance ? ' J. W.

Answer.—You were liable as maker of the note for the full amount thereof
and your accommodation note given the Cashier was a personal transaction
between you and the Cashier for which the bank was not bound. The note
being payable at the bank, and the bank having paid the same out of your
funds to the extent of your deposit therefor, can now maintain action against
you for the balance.

COLLECTIONS—LACK OF DILIGENCE OF BANK.

Editor Bankers' Magazine ; MONTGOMERY, Ala., June 7, 1901,
S81IR: 1 placed a note in the A bank for collection, which the bank failed to collect or have
protested although the maker continued in business several weeks after the maturity of the
note. Upon the maker's going into:bankruptcy I withdrew the note from the bank. Did I
lose my right of action against the bank for its failure to collect the note by withdrawing
the same from the bank ? MANUFACTURER.

Answer.—No. Attempts made by you to secure payments on note after
loss through bank’s lack of diligence in collecting did not lessen liability of
bank.

CHECK DEPOSITED FOR COLLECTION—INSOLVENCY OF BANK.
Editor Bankers' Magazine : ToPEKA, Kans., June 2, 1901.
SIrR: A check was deposited in the——————bank of Emporia, Kansas, for collection on
the day before the failure of the bank. 1s the owner entitled to all the prooceeds of the check
from the Receiver, the check being collected by the Recelver, or must the person who depos-
ited his check file his claim and share in the distribution of the assets of the bank with other
creditors? F. R. C.

Answer.—The depositor was entitled to the return of the check or its
proceeds, no collection having been made thereon until after the closing of
the bank.

VOLUNTARY ASSOCIATIONS—OVERDRAFT BY TREASURER.
Editor Bankers' Magazéne : OMAHA, Nebr., June 80, 1901.
BIR: W. H. is President of the I. 8. bank and is also the treasurer of a voluntary associ-
ation; as treasurer of the association he gave his check for a greater amount than was on
deposit with the bank to Its credit, and the bank pald the same. Can the bank collect from
the members of the association the amount of the overdraft paid out on the check of the
treasurer. DIRECTOR.

Answer.—Yes. He was acting as agent of the association and the fact
that he was also President of the bank made no difference in the liability of
the association.

PARTNERSHIP ACCOUNTS—CHECK OF INDIVIDUAL. °

Editor Bankers' Magazine : GRAND RAPIDS, Mich,, July 1, 1801,

8ir: The firm of H. & 8. was a partnership composed of two members, H. & 8., and bad a
deposit in the firm name in the A bank. A check was presented to the bank signed by 8 indi-
vidually. 8 had no deposeit with the bank, and being called up by telephone stated that the
check was for services performed for the firm, and directed payment from the firm account,
stating that the signature of his own instead of the firm name was inadvertent. Upon the
monthly balancing of accounts, H objected to the check thus signed by 8 individually, and
demands that the amount paid out thereon be recredited to the firm account. H has also
secured the appointment of a Receiver for the winding up of the partnership affairs. Will
the bank have to reimburse the partnership for the money paid out on the individual check
of 8?2 CASHIER.
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Answer.—A partnership account is not subject to the individual check of
the member of the firm, and the bank should have required the firm signa-
ture before paying it; if, however, it can be shown that the money paid on
the check was for services actually performed for the partnership or on its be-
half, the bank will be protected in the payment and will not have to repay
the same.

INSOLVENCY—RIGHTS OF PAYING SURETY.

Editor Bankers' Magazine: PORTLAND, Ore., May 23, 1901.
SIR: Iindorsed a note given to the B bank by C for $600; when the note became due C
failed to pay it, and the bank asked me to pay the same. Thinking that the bank could more
easily collect from C than I could, I arranged with the bank that $600 of my account on
deposit with the bank should be considered as applied in payment of the note at any time and
that the note should be retained by the bank and collected if possible for my benefit. I
agreed to, at no time, draw my account below the amount due on the note. Afterwards the
bank failed. Prior to its failure it had collected from C enough to reduce the indebtedness
to $475 at the time of failure. The Receiver collected the balance of the money due on the
note from C; the bank will only pay out about sixty per cent. on the claims against it. At
the timeof itafailure I had $300 on deposit in addition to the $475 to offset the amount due on
C's note. Must 1 take the sixty per cent. on $775 in my settlement with the Receiver, or am
I entitled to the $475 collected by the Receiver from C and my pro rata of the $300 balanoe ?
SURETY.
Answer.—The agreement with the bank amounted to an equitable appro-
priation of your deposit to the amount due on the note and made you the
equitable owner of the note. Assuch you are entitled to the full amount col-
lected thereon by the Receiver, and your pro rata on the $300 balance of

your account.

UNAUTHORIZED CHECKS DRAWN BY CONFIDENTIAL CLERK,

Editor Bankers' Magazine : BUFravLo, N. Y., July 5, 1901.

81R: I authorized, in writing and verbally, the payment, by the bank 1 depoeited with
of checks drawn for thirty days last summer by my confidential clerk who was in charge of
my businees during my absence. This spring 1 discovered that the clerk has been continuing
todraw checks on my account for hisown purposes and the bank has continued to cash them.
Upon appealing to the bank for reimbursement the bank refuses to make good the unauthor-
ized amount thus checked out since the first day of last October. On that date the bank
returned my paid checks and bank book. A careful examination of the vouchers and book
at that time would have shown unauthorized payments on the clerk’s checks which the bank
offers to refund, but claims that by my failure to protest against them I have lost my right
to hold the bank responsible. As was customary in my business, the comparison of these
returned vouchers was intrusted to my confidential clerk who had drawn the checks. 1 had
no knowledge of them. Can 1 hold the bank responsible for the whole amount thus drawn
out by my clerk since the time he was authorized to draw the checks? R.8.

Answer.—The bank, having your written and oral instructions as to the
limitation of the authority of your clerk in drawing on your funds, is bound
thereby, and will not be excused for its gross negligence in paying unauthor-
ized checks of your clerk merely because you failed to examine the returned

checks which you had a right to presume were drawn by yourself alone.

PRESIDENT'S CERTIFIED CHECK.

Editor Bankers' Magazine : 8t. Louis, Mo., July 1, 1901.

SIR: A was President of a bank at . Missouri, and was authorized by the bank to
certify checks of its depositors. He gave to his partner, in another business, his individual
check for $3,000 and certified the check as President of the bank. The partner cashed the
check in Kansas City ; but upon its presentation to the bank oa which it was drawn payment
was refused for lack of funds of the President, on deposit in the bank. Is the bank liable for
the certification of the check by its President, the President not having had the amount
thereof on deposit and being now insolvent ? 8. A.

Answer.—No; his authority to certify checks could not extend to checks

drawn by himself.




FURTHER IMPROVEMENTS IN OUR CURRENCY.

[Addrees of Hon. Leslie M. Shaw, Governor of lowa, before the Northeastern Nebraska
‘Bankers' Assoclation, Norfolk, Neb., April 22, 1901.]

I have been requested to speak of national finances. I scarcely know what to
say that will interest you. Fundamental questions, though perhaps most impor-
tant, are too well understood by you to need amplification.

I have listened with both pleasure and profit to the other addresses this after-

noon, and was specially interested with one
where the banker is spoken of as an educator.
‘While I would not transform a place of busi-
ness into a financial school, yet I thoroughly
believe that the banker, of all men, is best
qualified to impart sound financial theories,
and as a nation we are financlally safe only
when the people are wisely instructed.

QUESTIOR OF THE STANDARD SETTLED.

I think I may say, without being charged
with injecting politics into my remarks, that
we have at least reached one vital conclusion :
that the nation can have but one standard coin.

It required some time to learn this, but it is well

worth the while if we have learned it so well

as never again to call it in question. During

the heat of the discussion, and even before po-

litical parties had expressed themselves defl-

nitely on the subject, it was suggested, in my HON. LESLIE M. BHAW,
State at least, that bankers ought to remain Governor of Iowa.

silent. I believe that bankers, of all men,

ought to have talked. I repeat, it took a long time to learn that we could not have
two standards. Men of excellent ability were slow to recognize that a standard coin
is always worth the material of which it is made; that the stamp of the Govern-
ment adds nothing to the value of the 25.8 grains of gold contained in our standard
dollar. The Government accepts the bullion, imprints its stamp upon it without
expense, and returns it to him who owns the bullion, worth not a penny more than
when it was weighed in.

It took the people a long time to learn that the man who owned a twenty-dollar
gold piece would not exchange it at par for twenty silver dollars, when he could
exchange the material from which the Government had coined his twenty-dollar
gold piece for material out of which the Government stood ready to coin, without
expense, forty silver dollars.

It took the people a long time to realize that an irredeemable coin or piece of
money would not maintain its parity with another coin or piece of money of the same
denomination, unless intrinsically of the same value. Our standard coin is 25.8
grains of gold, and it is exchangeable for the coins of any other nation according to
their relative weights. The scales, and not the gold broker, will hereafter deter-
mine the value of our money in the markets of the world.
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GoLp REDEMPTION OF ALL Forus oF MONEY.

‘With this much settled, the next proposition, equally as important, and the log-
ical and irresistible sequence of the first, is that every piece of money, and every-
thing that circulates as money, must be redeemable, directly or remotely, in stand-
ard coin. Years ago the penny was made redeemable, and because of the statutory
provision for its redemption a piece of copper of less value than the tenth of a mill
circulates at par, and as the equivalent of the hundredth part of 25.8 grains of gold.
If it were not redeemable it would be worth the sameé as old copper as soon as its
coinage exceeded the absorbing capacity of commerce.

If it was originally wise to safeguard the penny by making it redeemable, upon
what theory is the silver dollarsafe without analogous legislation for its protection?

Present provisions may be sufficient to protect the present volume of silver under
ordinary circumstances, but so long as there is an element of doubt there is an ele-
ment of danger, and this danger will exist in proportion as the doubt is recognized.

Some of you may think I am treading on dangerous ground, but I am not afraid
of any ground that is supported by facts. Error is quicksand, facts are rock.

There is in existence no excess of pennies, and they are coined only as actually
needed, and every penny coined is immediately absorbed, and yet, I say, to insure
their circulation at par, it was deemed necessary to provide for their redemption.
The same can not be said of silver. We have a volume of coined silver now in the
vaults of the United States sufficient to fill a corn crib eight feet wide, ten feet high
and twelve hundred and fifty feet long. This volume commerce refuses to absorb.
In leu thereof the Government issues & warehouse receipt, commonly called a silver
certificate, stamps upon a piece of paper the statement that there have been deposited
with the United States Treasurer twenty silver dollars to be paid to the bearer on
the surrender of the receipt. But there is no provision for the exchangeability of
either the silver or the certificate at par with gold. Under present conditions there
is no danger in this. The balance of trade is in our favor. We sell abroad five hun-
dred millions per annum more than we buy abroad, and this requires the importa-
tion of five hundred millions of gold per annum or the purchase or redemption of
five hundred millions of outstanding national, municipal or personal obligations, or
the investment of that much money in foreign securities. The account has to be
balanced. But these conditions may not last forever. We hold one-fifth of the
world's supply of gold. Suppose this balance of five hundred millions per annum
should be settled in gold. In ten years we would have the world’s supply. Itis
needless to say it would not remain with us. Other nations would borrow or buy,
and it would need to be exported.

The point I make is this : as soon as we begin to export gold in any large amounts
the timid will begin to cast about for a place of safety. Knowing that this great
volume of silver is not exchangeable or redeemable in gold, this timid fellow may
deem it wise to hoard a little gold against a possible danger, and the next timid fel-
low discovering, as he looks over the reports, that some gold has been hoarded, will
be induced to hoard also. Such conditions might start us well on the road to a
panic. Some time, in some way, either with or without an enforced lesson, provi-
sion will be made for the exchangeability of all our forms of money.

Please do not understand me as saying that silver certificates should be redeem-
able in gold; nor do I say that the National bank notes should be redeemable in
gold. I am speaking theoretically, and not advocating any specific measure. It
might be safe to make National bank notes legal tender and redeemable in silver certi-
ficates; and the silver certificates redeemable in silver, if silver were redeem-
able in gold. All T contend for is that every note signed by a solvent debtor, every
draft on a solvent merchant, every deposit with a solvent bank, every piece of paper
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that circulates as money, and every coin, shall ultimately be payable, redeemable or
exchangeable in the standard coin of this country. In no other way can it be pro-
tected from discount. Bafeguard it as you may, under conditions easily conceivable
the silver certificate or the silver coin may be at a discount, and so long as there is
the element of danger, however remote, 8o long there will exist an ever-present
cause of panic.

BENEFITS OF THE NATIONAL BANKING SYSTEM.

I consider our National bank system one of the best in the world. It was a great
and wise conception. Suppose it were abolished. The Government would still owe
the debt. If the bonds were held abroad, the interest would have to be paid just
the same, and this interest would help to settle the balance of trade, and would re-
duce the importation of gold in proportion to its volume. A rate of interest would
be charged higher than now. We have all noticed that, as the facility for using
Government bonds as the basis of National bark circulation has increased, the value
of these bonds has increased, and rates have decreased, until our Government obli-
gations now circulate at a lower rate than the securities of any other country on the
map. The Government could now borrow practically at one and one-half per cent.
interest. It would probably be compelled to pay three per cent., two and one-half
at least, but for the National bank system. Thus the people are saving something
in interest.

The fact that a National bank can purchase bonds that will yield one and one-
half per cent. interest, and issue National bank currency against it, is an ever-present
inducement to an increase of our circulation, and an ever-present attraction to capi-
tal towards the banking business. Capital will be invested in banks so long as the
profits to be derived from all sources are satisfactory. Thus the very interest which
the Government payson its bonds tends to reduce the rate of interest which the peo-
ple are compelled to pay for the use of money. In this way the people pay the in-
terest on the Government bonds to themselves.

INCREASING THE BANK CIRCULATION,

I have been asked to say something on the subject of bank circulation based on
assets. This is not an issue in politics, nor have we any legal provision therefor.
I shall, therefore, not attempt to defend it. I am willing, however, to go on record
as in favor of an elastic currency, and if I believed there was no other way to secure
an elastic currency, other than asset currency, then I should advocate such an issue.

1 am mindful of the fact that it is claimed that an elastic currency places the con-
trol of the volume in the hands of the bankers. Who should control the volume?
I am willing the railroads shall determine the number of cars to be used, for they
will build cars as long as there is a demand for them. The cars of the western
railroads are all employed when the crops are being moved ; but literally acres of
cars stand on side-tracks retired from circulation while the crops are growing. If
the cars could be constructed as cheaply as currency can be issued, they would be
burned in the spring and rebuilt in the fall.

But, as I have said, I do not believe it necessary to resort to asset banking in
order to provide an elastic currency. I recognize a public prejudice, akin to fear,
against a currency based on assets, and prejudice, so long as it exists, constitutes an
element of danger, even when the thing itself, against which the prejudice lies, con-
tains no element of danger. I believe that a graduated tax on currency based on
Government bonds would result in elasticity. That I may make myself clear, per-
mit an illustration, but do not understand me as advocating, or 8o much as intima-
ting, the correctness of the scale of taxation I suggest. I make it only to bring out
an jidea.

Suppose banks were permitted to issue a volume of circulation equivalent to one-
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fourth of their capital stock, at & tax of say one-fourth per cent. - Then permit an
increase to one-half its capital stock at one-half per cent., then to increase again to
three-fourths at a relatively increased rate, and then to increase again to equal its
capital stock, at one per cent. tax. I believe this would induce the banks to carry
a larger volume of Government bonds. They are good assets, especially for banks
with large deposits. Then instead of selling these bonds to increase its cash—its
circulation in time of stringency—they would be kept on deposit in Washington,
and on call an increase of circulation would be issued to be retired when not needed.

When a Western bank now needs more circulation, more cash, it rediscounts its
commercial paper and is compelled to redeem it at a given date, and pay a much
higher rate. Let the banks be permitted to increase their circulation when needed,
to be retired as soon as the demand for it ceases, and keep ever present the induce-
ment to retire it when not needed, and elasticity is secured.

I repeat, that currency based on assets contains, in my judgment, no element ot
danger except popular prejudice. This will vanish as the question is discussed and,
explained by those who make a study of it. 1he depositor would be in no worse
condition than now. Whenever a bank fails, the assignee finds its bankable com-
mercial paper hypothecated. In other words it has increased its circulation by send-
ing its assets to some other bank and horrowing circulation at a high rate of inter-
est, and it does this even after it ceases to be solvent. It certainly would be no
worse to allow a Government issue after special examination.

I think I need not spend any time in this presence defending the proposition that
no class of our people will purposely induce a panic. Of all men, bankers have
most cause to fear panics. No merchant fails in business without some bank suffer-
ing thereby. No factory goes into the hands of a Receiver without having a bank
among its creditors. The only man I ever heard say that he profited by the panic
of 1898 was a farmer who took advantage of the depression in live stock and in farm
lands, and drew his money out of the bank at a time when its board of directors
were holding midnight sessions devising ways and means to escape destruction ;.
and when good times were restored and the bank did not need his money, he was
able to increase his deposit several fold. He told me frankly that he wished he could
see one more panic. Gentlemen present will recall a certain bank in Chicago, in the
summer of 1895, charging up a clean million dollars to profit and loss, its contribu-
tion to the panic. At the rate of dividends which banks are now paying, it will
take only fifteen years to make that back.

Personally, I want these questions discussed by bankers. Justly the banker has
the confidence of the community as no other man enjoys it. He is entitled to it. He
is not a speculator. He knows his business, and when there is no politics involved,
and when there is no fear present in the land, his customer will take his word as
verity. Then he will go home and tell his son what the banker has told him. Do
not be afraid to discuss these questions, gentlemen. They will bear investigation.

‘We are the richest nation on earth ; we occupy the best position on the map ;
we have more energy than any other people ; and we ought to have the best cur-
rency in the world. The reason why foreign goods are marked in pounds, shillings
and pence, is because the English pound has meant, and always will mean, a defi-
nite quantity of gold. And the reason that foreign balances, until recently, have
been settled in draftsjon England is because a draft on England is always payable
in gold or its equivalent. I want these questions discussed until our people shall
fully understand their logic, and then they will appreciate an equally stable cur-
rency. Give the American merchant as good tools, give him equal equipment, re-
enforce him with as safe a banking system, and he will write the prices current of
this earth in United States money and make our financial centres the clearing-houses
of the world.



HISTORIC CHANGE IN THE CHARACTER OF INTEREST.

' [From Gunton's Magazine.)

In the evolution of industry, interest has had a very eventful career. From the
earliest times it has been under the ban alike of philosophers, theologians, moralists,
humanitarians and statesmen. The hand of authority is still raised against it, as
seen in the prevalence of anti-usury laws. Even in this country interest is stilk
limited by law, while in no country in Christendom is there any restriction on rent.
or profits. The opposition to interest is both older and more intense than that to
any other form of capitalistic distribution.

This is due chiefly to the peculiarity of its early focial character. Although
economic interest is essentially of the same nature as rent and profit, being a part
of the surplus created by the use of capital, it differs from these in that it has a pre-
capitalist as well as a capitalist history.

Interest has always been identified with borrowing but not with borrowing capi-
tal. It acquired its unsavory reputation long before it had any recognized associa-
tion with capital, indeed before capital became a factor in general industry. While
exacting interest for the loan of money was one of the earliest pre capitalist devices,
a credit system of industry and capitalistic production are comparatively recent
developments.

In primitive times loans were made, not as now to increase the efficiency of pro-
duction and so make the payment of interest beneficial to borrower as well as to
lender, but money was borrowed chiefly for immediate domestic consumption and
often under the pressure of dire distress. ‘‘ Borrowers,” says Professor Nicholson,
¢ were not induced to borrow as a rule with the view of employing the capital so
obtained at a greater profit, but they were compelled of necessity to borrow as a last
resort.”

Since such loans yielded no increased income, nor any income at all in fact, the
borrowers were necessarily impoverished to the full extent of the interest exacted.
To borrow a loaf of bread, for example, and return a loaf and a quarter would
necessarily impoverish the borrower to the extent of a quarter of a loaf, because the
principal borrowed was used to satisfy hunger and not to aid in producing more
bread. All money so borrowed to secure food in times of scarcity and famine
increased by so much the poverty of the poor. Borrowing under such circumstances
by the needy poor was practically pawning themselves to the prosperous rich for
the necessaries of life. It is not surprising, therefore, that under such conditions
the spirit of justice and humanity should array itself vigorously against interest as
an unjust exaction of the rich from the poor. That this was the case among the
early Jews is clear from the terms of the Mosaic code forbidding usury:

*If thou lend money to any of my people that is poor by thee, thou shalt not be to him
as an usurer, neither shalt thou lay upon him usury.”* Again: * If thy brother be waxen
poor,and fallen in decay with thee, then thou shalt relfeve him. . . . Thou shalt not give
him thy money upon usury, nor lend him thy victuals for increase.””+ *Thou shalt not lend

upon usury to thy brother; usury of money, usury of victuals, usury of anything that is
lent upon usury.” $

The practice seems to have been too prevalent and too profitable for even Moses,

* Exodus XXII, 25, + Leviticus XXV, 85, 87.
2 Deuteronomy XXI[I1,19. Cf. Psalms XV, 1-7. Nehepﬂah v, 2-5.
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backed by divine authority, to suppress it altogether, so by way of compromise he
limited his prohibition to the Jews in their dealings with one another, but gave them
express permission to continue exacting usury from strangers.* Despite the
injunction of Moses against usury it continued to be a lucrative means of exploiting
the poor. And, under the prevalent custom of making bondage the penalty for
debt,$ usury became a direct cause of slavery.

A thousand years later we find the people complaining ‘‘ against their brethren
the Jews.” Some said: ‘‘We have mortgaged our lands, vineyards, and houses,
that we might buy corn, because of the dearth.” Others said: ‘‘We have borrowed
money for the king’s tribute, and that upon our lands and vineyards . . . and,
1o, we bring into bondage our sons and our daughters to be servants, and some of
our daughters are brought unto bondage already : neither i8 it in our power to
redeem them ; for other men have our lands and our vineyards.”$ The prevalence
of this is also shown by Job's complaint about giving children in pledge, | and by
the widow’s cry to Elisha that ‘‘ the creditor is come to take unto him my two sons
to be bondmen.” §

Nor was this peculiar to the Jews ; similiar conditions prevailed throughout the
ancient world. Under the Roman republic *‘ the insolvent debtor was either put to
death or sold in foreign slavery beyond the Tiber.” § So also in ancient Greece.

"We are told that the Athenian like the Roman debtor had often sunk under the
legalized oppression of his creditor into an actual slave and had from time to time
been sold and exported.

There is abundant evidence that this debtor-slave system with usury as its chief
handmaid was a general feature of pre-capitalistic society. ‘‘ At Athens,” we are
told, “up to the time of Solon an insolvent debtor became the slave of his
creditor.” ** ¢ Every debtor,” says Grote,tf ‘ unable to fulfill his contract was
liable to be adjudged as the slave of his creditor. . . . So severely had these
oppressive contracts been enforced that many debtors had been reduced from free-
dom to slavery in Attica itself —many others had been sold for exportation—and
some had only hitherto preserved their own freedom by selling their children.” By
this means the population of Attica, which is estimated to have approximated
240,000 souls, had 173,000 slaves, or about three out of every four.tt In ancient
India the same general system prevailed. According to Buchanan, ]} it was estab-
lished both by law and custom that if a laborer was unable to pay his debts he or
his wife and children became the property of the creditor. Turner found the same
customs in Bengal.§§

Little wonder, therefore, that hatred of usury and usurers should be among the
earliest phases of social discontent. The protests, often reaching to conspiracy and
revolt, with which the leaders of the Jews and the ancient kings had to deal, arose
from the impoverishment and slavery resulting from converting debtors into slaves,
which was commonly the result of borrowing for bread. It was to quell the revolu-
tion and utter disruption of Greece from this cause that led Solon to introduce his
sweeping revolutionary reforms, chief among which was the abolition of debt and
the slavery that had resulted therefrom. It was this which led Aristotle to condemn
interest as unnatural and hateful on the theory that money does not breed money.

*'Unto a stranger thou mayest lend upon usury ; but unto thy brother thou shalt not
lend upon usury.” Deuteronomy XXI1II, 20.

t+Leviticus XXV, 8060 $Nehemiah V,1,8,4,5. #JobXXIV,9. {§2Kings.IV,L

9 Gibbon's ** Decline and Fall of the Roman Empire,” Vol. IV, p. 873.

** Encyclopedia Britannica, Vol. XXII, p. 180.  + ** History of Greece,” Vol. I, p. 580.

$$ Encyclopedia Britannica, Vol. XX1I, p. 180.

1i** Journey through the Countries of Mysore, Canara and Malabar,” Vol. II, pp. 820-562.

#8 * Embassy to the Court of Thibet," pp.10-11. Cf. Ashley’s ** English Economic History.™
Vol. 11, p. 898.
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To demand interest for money loaned to an unfortunate neighbor for * victuals”
was detestably oppressive. Hence he says : *

* Usury is most reasonably detested, as the increase of our fortune arises trom the money
itself, and not by employing it to the purpose for which it was intended. For it was devised
for the sake of exchange, but usury multiplies it. And hence usury has received a name sig-
nifying * produce,” for whatever is produced is itself like its parents; and usury is merely
money born of money; so that of all means of money-making this is the most contrary to
nature,"

The enmity to the Jew in Europe during the middle ages and in Russia to-day is
due mainly to the same cause ; namely, exacting interest for loans used for imme-
diate personal purposes and not for productive investment. Clearly, every dollar of
such interest impoverishes the borrower, and under the system of slavery for debt
makes him the property of the leader. Every social instinct and ethical impulse
naturally revolts against a system which converted what ought to have been a
neighborly kindness into a means of oppression and slavery.

- The censure of usury among the Jews by Moses and the prophets, its condemna-
tion in Greece by the reforms of Solon and the philosophy of Aristotle, Roman
legislation against it in the twelve tables and the Justinian code, and the crusade of
canonists and schoolmen against it in the middle ages, were but the logical result of
thirty centuries of experience. But it was experience under pre-capitalist condi-
tions, where, as we have seen, usury meant the impoverishment and sometimes
slavery of the borrower.

‘With the division of labor and development of capitalist production a new indus-
trial era began, in which all this was radically changed. To be sure, borrowing
continued but under different economic conditions and from entirely different
motives. The advent of capitalist production brought with it a new industrial class
whose function was to furnish laborers with tools, pay them wages and assume all
the responsibilities of the enterprise. As this system extended, employment became
more regular and permanent and laborers lost both the motive and the means for
extensive borrowing. In the first place, the greater regularity of income tended to
make borrowing for mere domestic consumption less necessary, and, laborers having
aeither crops nor merchaniise to pledge, the inducement to lend them money disap-
peared, and charity took its place, first by giving alms, encouraged by the Christian
teaching, then enforced by the church, and finally, as now, provided by the State.
Moreover, since capitalists who alone could give security would borrow only for
productive purposes, they, of course, would continue to borrow only so long as the
increased product equalled the interest paid for the loan—no other motive would
induce the borrowing. In this way, by the mere force of industrial differentiation
and development, borrowing was changed from an uneconomic to an economic basis,
and interest became a means of increasing production instead of a device for increas-
ing poverty. In other words, through the industrial transition of soclety by the
advent of a distinctive capitalist industrial class, interest changed from an immoral
extortion to a moral distribution of wealth.

This transition, however, was slow and long drawn out. The progress of capi-
talist production for centuries was too slight to give public emphasis to this econo-
mic transition and command serious consideration for the new aspect of the subject.
Consequently, the precapitalist theory of interest continued long into the period of
capitalist industry. It should be remembered that for the first twelve centuries of
the Christian era, economic theory and public policy, as well as the standards for
personal conduct, were determined by the church. All high authority on religion
and philosophy was arrayed against interest for the highest ethical reasons. The
injunctions of Moses against usury, the teachings of Aristotle on the ‘‘ barreness of

** Politios and Economics,” Book I, Chapter X, Gillies’ Translation, p. 25.
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money,” and the Christian command to ‘‘ lend, hoping for nothing again,” made a
moral bulkwark against usury, in the interest of humanity, philanthropy and neigh-
borly kindness.

Nor was this the only economic subject upon which the church exercised its
authority, and, to its credit be it said, so far at least as its teachings were concerned
the economic authority of the church was used in the interest of equity and protec-
tion of the poor, especially in regard to prices, The masses were for the most part
quasi-slaves. The church took an early stand against chattel slavery and always
resisted the pagan custom of slavery-for debt, and substituted charity for borrowing
bread. An important economic question then was to prevent the simple freemen
from being swindled in their purchases. Hence honest stlling was made a moral
and religious question rather than an economic one. Was it allowable, according
to the golden rule, ** to sell a thing for more than it is worth?” * For a long time it
was laid down as a sin to charge more for a thing than it was worth, the cost of
production being taken as the measure of worth.4 Thus it was made sinful to sell
a thing for more than it cost, a doctrine which, to say the least, contains a strong-
element of economic equity.

The tendency of producers to seek a profit naturally led to a multitude of ways
of evading this principle. Hence we find, during the twelfth and thirteenth cen-
turies, a gradual but steady modification of the doctrine that ‘‘ cost is the limit of
price.” At the time of Thomas Aquinas it was argued that if & purchaser would
suffer greatly for the want of a thing he might properly give the dealer a little more-
than it was worth ‘‘from good feeling,”} though the seller might not properly
exact it. A little later it was argued that a maa might charge more for a thing than
it cost to provide against loss at some other time, which he was forced to incur. 8o,
too, with reference to the quality of goods. On the rigid application of the golden
rule it was at first laid down as highly sinful to sell defective goods without point-
ing out the defects to the customer, and then this doctrine was modified so as to
permit selling of defective goods without exposing the defect, provided the defect-
would not cause loss to the purchaser.

All this shows how the church, which was the sole authority on economics,
struggled to keep business on an ethical basis and force the observance of the golden
rule in the market. It is not surprising, therefore, that interest was kept under the
ban long after it had ceased to be an immoral exaction. The schoolmen of the-
thirteenth century were scarcely less students of Aristotle than teachers of Christian-
ity. Hence the doctrine that ‘‘ money is barren” and ‘‘ cannot breed money ” was
clung to as sound economic philosophy and the command to ‘‘lend, hoping for
nothing again” was the highest Christian philanthropy. But in the industrial
transition one important fact had occurred which made the condition of the common
people, even in the middle ages, radically different from that in ancient Greece, Rome
and Palestine ; namely, that the element of slavery for debt had entirely disap-
peared, and that the habit and even possibility of boriowing for food practically
was gone. The capitalist had assumed the responsibility of furnishing employment.
and paying wages, and the church had assumed the responsibility of dispensing
charity to the needy ; so that, with the establishment of Christianity slavery for
debt was abolished, and by the advent of the capitalist system the custom of bor-
rowing for bread had disappeared.

Interest now became a matter of economic equity rather than social oppression,
aod while it was anathematized the anathema was necessarily modified as tbe evils
disappeared and as the benefits became apparent. This tendency became so marked
that by the fourteenth and particularly the tifteenth century borrowing at interest.

* Ashley’s ** Economic History,” Vol. I, p. 134, +1bid. p. 188. $1bid. p. 188
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became an economic necessity to business and its prohibition a detriment to society.
‘When the payment of interest thus became a positive benefit to both borrower and
lender its suppression became practically impossible as well as injurious. It must
be said in favor of the Christians that the principle has always been theoretically
applied toall. They did not permit the Christians to take interest of strangers while
forbidding it to their brethren, as did Moses. Yet, in the progress of events, when

interest became & business necessity, and the church was still refusing to withdraw
its censure, it directed its penalties for usury mainly against the Jews. It may be
that they were the chief sinners in this respect and often exacted more than the
‘*pound of flesh,” but they received the penalty in the cumulative wrath of the
Christians.

In England, for instance, the whole nation practically turned to persecuting the
Jews. They were hemmed in on every hand by law ; they were not allowed to hold
real property or employ Christian servants nor even to move through the streets
without a colored badge on their breasts to distinguish their race. They were not
allowed to build synagogues nor eat with Christians nor act as physicians for an
but their own race. As the culmination of this persecuting fanaticism, in 1290 all
who would not become Christians were expelled from the country. ‘‘Of the six-
teen thousand,” says Green,* ‘‘ who preferred exile to apostasy few reached the
shores of France. Many were wrecked, others robbed and flung overboard. One
shilpmast.er turned a crew of wealthy merchants out on a sandbank, and bade them
call a new Moses to save them from the sea. From the time of Edward to that of
Cromwell no Jew touched English ground.”

Although the exacting of usury in its many offensive forms was doubtless very
hrdgely the cause of this hatred of the Jews, as it is now in Russia, their expulsion
did not stop the payment of interest. On the contrary, its payment became indis-
pensable to industry, and the doctrine f the church gradually adjusted itself to the
persistent necessities of society. In the fourteenth century it began to be argued
that interest might be exact:d where loss had occurred, but the loss must be proven.
Then it was admitted that interest might be demanded to cover probable loss, and
finally it was admitted that interest might properly be charged to compensate for
the ‘* loss of opportunity ” for otherwise profitably using the money.

As industry developed and freedom advanced, political government superseded
ecclesiastical authority in secular and Karticularly industrial affairs. The next step
was to limit the amount of interest that might be taken. Under the Tudors this
became a matter of law. The tirst decisive step in this direction was taken in 1545,
the last year of Henry VIII's reign; it restricted the rate of interest to & maximum
of ten per cent. It bad previously been much higher. This to the old-fashioned
Chri-tians seemed like legalizing what was forbidden by the word of God, and
caused a reaction a%:lnst interest, and the law was repealed in 1552 only to be re-en-
acted twenty years later (1571), since which time interest has been le, lhy recognized
by the State and morally recognized by the church and economically demanded by

ety.

Historically, therefore, the economic as well as ethical character of interest has
undergone a complete revolution. Moses and the prophets, Solon and Aristotle,
Aquinas and the scholastics, were right in denouncing interest as oppressive and
immoral, because in their time it was a direct means of poverty and slavery. So,
during the first thousand years of the Christian era, the injunction to ‘‘ lend, hoping
for nothing again,” was the embodiment of moral philosopby and economic equity;
but, when the new industrial era came and economic production involved borrowing
capital for the purpose of increasing productive power, interest became helpful to
soclety. Asisalways the case, neither religion, philosophy nor law could permanent.
ly prevail against the silent working of economic forces. Hence, when the profitable
use of capital made the payment of interest as beneficial to borrowers as to lenders,
it ually and inevitably became a recognized feature of legitimate business. In
ultimately changing its attitude on the subject the church did but follow the move-
ment of progress, and it is economically and ethically as correct now in justifying
interest as it was from the first to the thirteenth centuries in opposing it. Those
who quote the sayings of Moses, S8olon, Aristotle and the early Christian fathers as
arguments against modern interest, show, like Rip Van Winkle, that they have lost
track of time and missed the movements and metamorphoses of social progress.
They are asking for the methods of barbarism because they understand not the
economics of civilization.

*** A S8hort History of the English People,” p. 224.



INTEREST IN BANKING EDUCATION IN KANSAS.

At the recent annual convention of the Kansas State Bankers’ Association, held
at Lawrence May 28 and 29, C. C. K. Scoville, President of the Citizens’ State Bank,
Seneca, presented the following report of the educational committee :

** Education is the watchword of the hour. Education is the modern weapon of offense
and defense, To-day as never before in the history of the world the doctrine of *the survival
of the fittest ' Is being demonstrated, and in this day and generation of the highest type of
civilization ever known to man, he who fails to reach forth his hand and grasp the opportu-
nities of acquiring knowledge as they are offered at the present time is lost.

R. W. Jones, Jr., President of the American National Bank of Kansas City, Mo., in & most
exocellent address recently delivered before the Commercial Club of that city, in speaking of
the secret of prosperity and the general improvement in the business situation of the coun-
try, says:

‘The underlying cause of these improvements, both in methods and conditions, is to be
found in the wisdom of the people individually; in their increase in the knowledge of self-
government and the soundness of the financial views of a majority of the body politfc.’

The people have and are studying carefully business conditionsand methods. It no longer
disqualifies a man for a commeroial career to be educated. Daniel Drew, at one time a lead-
ing figure in Wall Street, in answer to the question ‘if it would have been a benefit to him as
a business man to have been educated,’ replied: !No: it would have spoiit me. He gave
expression, it is true, to a popular idea of his day, but one that is now thoroughly exploded.

Safety lies in knowledge. Trained by study in financial affairs, the people will be able to
reason from cause to effect and will intelligently apply the remedy. They will no longer
grope in the dark, mistaking the light of a firefly for a star of hope, nor will they be ready to
embrace every unproven theory as the ignorant hypochondriac does every nostrum suggested.
The establishment within the last few years by Dartmouth College of a school of administra-
tion and finance is a move to fill a popular demand. Much attention is being paid to economic
questions, and the result must certainly be most wholesome.

PR1zE OFFERS BY THE BANKERS' MAGAZINE.

Referring to the subject of the practical work of a bank a recent writer in THE BANKERS'
MAGAZINE says the demand for thoroughly trained and educated bankers and the opportuni-
ties for advancement in the profession of banking were never so great as they are now; and
that there is a general tendency on the part of bank managers and employees to take advan-
tage of this situation and to fit themselves more adequately for the proper discharge of thelir
duties.

To meet this demand for more thorough information on all matters relating to practical
banking and in order to bring out new and practical ideas for promoting the efficiency of
bank clerks and officers and improving the management of banks, the publishers of that
magazine have offered cash prizes amounting to $1,050, to be awarded to the authors of the
best papers on the practical work of a bank, the papers to be prepared on a general line under
topics laid out about as follows:

Banking rulesand customs. Collection department. Discounts. Loansand investments.
Bookkeeping for city and country banks. lncreasing the efficiency of the working force.
Ewmbezzlements and defalcations. Increasing the net earnings.

This competition is open to all bank clerks, junior and senior officers and bank managers
in the United States.

1t has occurred to your educational committee, whoee report this paper is supposed to
embody, that much good might be accomplished in our own State if a line of work similar to
the foregoing could be instituted and successfully carried out under the fostering care and
encouragement of this association.

Recognizing the truth and importance of some of the principles already hinted at in this
paper, the officers of this association recently appointed tbis educational committee, intend-
ing that their duties should be to report to this convention a possible line of work that might
ultimately prove beneficial to the banking interests of Kansas and especially to the younger
members of our fraternity and if possible to lead the thought of this meeting into channels
of practical value and interest.
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BETTER TECHNICAL TRAINING NEEDED.

That as a profession we are lacking in both technical and practical training, goes without
saying. It is astonishing how few in number of the managers of our Kansas banks ever had
either practical or technical training for the important positions they now occupy. There
are thirteen managers of banks in my county, and of these only two or three had any consids
erable training for their responsible positions before assuming the duties now imposed upon
them. Such a oconditions of things is prohibited by law in other professions. ‘T'ake for
instance the lawyers, doctors, pharmacists, teachers, and in our neighboring State of Miseouri
even the barbers, and they must have a specified technical and practical training and experi-
ence before being allowed to practice their respective callings. But without let or hindrance
the farmer, the lawyer, the doctor, the teacher, the preacher, and perchance the barber also,
are allowed to step into this most important of professions and proceed to manage the finan-
cial interests of the communities in which they live, often to the everlasting regret of a large
proportion of the people with whom they come in contact.

1o my humble judgment if there is any one businees, profession or calling which in the
very nature of things demands a trajned mind, it is the business of banking; and if this be
true, is it not well for us to consider, and if possible put into practice, some of the methods
which will lead up to a better knowledge of our businees and render more efficient and suc-
cessful the services of those who are to assume these responsibilities in the coming years?

THE AMERICAN INSTITUTE OF BANK CLERKS.

The American Bankers’ Assoclation has been wrestling with this problem for some time,
and in consequence of their labors along this live & scheme has been evolved which is known
as the American Institute of Bank Clerks. In furtherance of the plan a number of the lead-
ing financiers and authors on economic questions in this country have agreed to lend their
aid and assistance to the work proposed. The parent organization is to be located in New
York city, while its ramifications will extend to every city of considerable size within the
United States and {n which branches will be organized and established, to be known as chap-
ters. Opportunity will be furnished to those not able to attend in person to avail themselves
of the benefits of a course of study through correspondence, and in this way every young man
in the country will be able to receive instruction that will be to him of the utmost import-
anoce.
I apprehend this work will prove most comprehensive and far-reaching in its effects, and
that it will eventually be the means of fitting thousands of young men for successful banking
careers who otherwise would have remained in complete obscurity.

To the practical bank manager who has for years had in his employ young men striving to
master the details of the banking business 1t is easy to comprehend the incalculable benefit-
accruing to a student who carefully and conscientiously undertakes any considerable portion
of the work as laid out {n the prospectus of the instituvte.

One of the banes to a successful career in the business life of to-day is the uneeemly haste
with which our young men aspire to become bank managers, More study, more preparation,
a greater desire to master details and to become entirely competent, are the things needful
for our young men.

I sincerely trust that every banker within the sound of my voice, remembering how much
better it would have been for him personally could he have received such a course of train-
ing as is here offered, will feel it incumbent upon himseif to try to interest the young men
under his charge in the scheme so admirably outlined and set forth by the American Institute
of Bank Clerks.

Our worthy secretury has suggested to me that another of the objects to be obtained by
the appointment of this educational committee was to awaken a general interest in this con-
wvention along the line as set forth in this paper, and also that different members of this asso-
ciation might feel it incumbent upon themseives to take some part in the discussion of this
question which is so important to us all. Your committee therefore trusts that the sugges-
tions so briefly outlined in this report may be the means of furnishing additional impetus to
a movement which shall finally grow and culminate in furnishing a higher degree of educa-
tion, ability and practical training to the young men who are soon to take our places as the
managers of the financial institutions of our great State.”

Best and Most Practioal.—Wm., E. Holloway, attorney for the National Building and
Loan Association, Montyomery, Ala., writes as follows, under date of June 28, regarding
PATTEN’S PRACTICAL BANKING :

*It is the best and most practical book of its class that I have ever seen.”
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NEW YORK STATE BANKERS’ ASSOCIATION.

EIGHTH ANNUAL CONVENTION, HELD AT BUFFALO, JUNE %0, 81 AND #¢.

The eighth annual convention of the New York State Bankers’ Association met
at the Niagara Hotel, Buffalo, Thursday morning, June 20, and was called to order
by President John B. Dutcher. The proceedings were opened with prayer by the
Right Reverend William D. Walker, Bishop of the Episcopal Diocese of Western
New York.

President Dutcher then delivered the following address :

ANNUAL ADDRESS OF PRESIDENT JoHN B. DUTCHER.

Ladies and Gentlemen, Members of the New York State Bankers® Association—I appreci-
ate it as no ordinary honor to have been elected President of the New York State Bankers’
Association.

On the assembling of this our eighth annual convention I am pleased to meet and greet
#0 many of the members of our association, and am more than gratified that we are favored
with the attendance of 80 many ladies. The interest taken by them in our orga.nlut!on has
materially contributed to its success.

We meet to-day under more favorable auspices than at any of our previous meetings,
with a united and prosperous country, with every department of industry and trade in a
bealthy and flourishing condition, and the majority of our peopie are happy and contented.

I congratulate you that we are meeting in this beautiful city, at the gateway of our in-
land ses, at the request of a people who had the courage, energy and the capital to under-
take and carry to completion such a magnificent enterprise as the Pan-American Exposition.

REFORM IN METHODS OF TAXATION.

For a number of years one of the most important questions considered in our annual
conventions has been the subject of the equalization of the taxes imposed upon and paid by
the banks and trust companies of this State. A committee on taxation has been annually
appointed by this association, and they have endeavored to secure the legislation demanded
and required. At our last annual meeting my predecessor, in his address, recommended that
another committee of the same nature be appointed by the convention, or that the same
committee be continued to agitate this question until satisfactory results were obtained.
The convention wisely disposed of the question by continuing the same committee, and the
result has proved that no mistake was made by such action.

Without detracting from any member of this taxation committee, I want to say that [
think this association is under more obligations than a debt of gratitude to its able and effi-
clent chairman, Mr. Charles Adsit, who, at the sacrifice of his personal interests has, with un-
tiring energy and perseverance, finally accomplished the desired result.

It may not be best at this time, but if not now, at some time in the near future, action
should be taken to secure legislation that will require the trust companies doing banking
busivess to be placed upon the same basis as the banks, compelling them to carry the same
reserve as the banks are compelled to carry.

Mr. Adsit, the chairman of the taxation committee, will, in its order, and in detail, pre-
sent to you his report.

PROSPERITY OF THE BANKING INSTITUTIONS OF THE STATE,

Our organization now numbers 448 banks, an increase of twenty-seven since our last an-
nual meeting.

The secretary and treasurer will, in their order, submit to you their reports in detail.

‘We have in our State 537 National and State banks, with a capital, including their surplus
and undivided profits, of two hundred and fifty-six millions, and their deposits are over
thirteen hundred and twenty-one millions of dollars, and the S8avings banks have deposits
amounting to over nine hundred and forty-seven millions, with a surplus based on the mar-
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ket value of their securities of over one hundred and eighteen millions, and if reduced to
their par value, over seventy millions of dollars.

These enormous figures demonstrate the responsibility and infiuence of these institutions
in the commerce and business of our State: they speak eloguently for the financial ability
and strength of our imperial commonwealth, New York. The money thus handled and ad-
ministered by the banks represents only a fraction of the transactions of which the capital
and deposits are the basis. Only about five per cent. of the exchanges of these great mer-
cantile, manufacturing, agricultural and trading people of New York is done with cash
ninety-five per cent. is carried on by the credit facilities afforded by the banks.

SERVICES OF BANKERS IN BEHALF OF SOUND MONEY.

It has been popular in recent years, in certain sections of the country, to attack the
banks as the oppreseors of the community, and to represent them as sucking the life-blood
out of labor and its products. Happily, our State has been too enlightened to join in this
feeling or to inaugurate any crusade. I wonder what would have been the effect upon the
‘Western and Southern States which were 80 hostile, if they had succeeded. The banks of
that territory closed, and banking facilities removed, would have produced business stagna-
tion and industrial paralysis. The towns would have dried up and the country would have
been partly depopulated.

Bankers rarely receive any praise for their work, but in our annual meetings we can
congratulate ourselves on the honesty and abflity with which vast sums of money have been
safeguarded and handled. The money lost by the people in banks is an infinitesimal amount
of their aggregate capital and deposits.

Our asgociation and kindred ones in other States, and the national organization, have
done good work in education. The banks have with unanimity, courage and energy, fought
all forms of depreciating the currency. They have broken loose from party associations of
a life to fight for sound money. Asstudents of finanoe, as well as practical men of businees,
they knew that a dishonest dollar meant national bankruptcy, ruin to individual credit and
a blow at regular and remunerative employment in every department of industry. The
bankers opposed the politicians by meetings, pamphlets, literature and the press; converted
the people first, and then the conversion of the politicians was easy. It is to the efforts of
the banks and the work of their associations that at last the Government of the United
States cannot be compelled by speculators to suspend specie payments, and its gold reserve
placed beyond accident or attack.

Our meeting this year marks the placing upon the statutc books of the laws we have
framed so often and which have been 8o often defeated or amended so as to greatly impair
their value. Never discouraged nor disheartened, we have renewed at each session of Con-
gress our appeals, and in the recesses of Congress kept up our work of general education.
While at first a large majority of the people were hostile to our views, it is now safe to say
that four-fifths of the people are happy as we are that the gold stahdard isestablished by law.

BENEFITS OF THE ASB0CIATION AND IT8 WORK.

Our annual meetings and the meetings of the various groups in our association have been
of great benefit to all our members; the exper.ence of each has added to the ability of all to
handle the problems presented daily to the President and Cashier. The larger opportunities
and greater facilities for improving our business and escaping its dangers, which are ac-
quired by the officers of the banks in cities, in the papers and discussions here, are of the
greatest value to the country banks. The friendships and acquaintances formed at these
gatherings are among the best memories of the year to those hard-worked and often poorly-
paid bank officers, who filnd in our conventions rest, recreation and instruction.

The report of the treasurer was then called for, and was read as follows :

REPORT OF J. F. THOMPSON, TREASURER.

To the President and Members of the New York State Bankers' Assoctation :
Gentlemen—As treasurer of the New York State Bankera’ Association, I herewith submit
my report of receipts and disbursements for the year ending June 80, 1901 :

At the date of the last annual convention, July 12, 1900, my predecesasor
in office reported the amounton hand a8.........ccoeieennsnersncoans $3,069.63

It appears that it has been the habit of the retiring treasurers of this

y to pay all out.standlng convention and other expenses, turning

over the balance to the incoming treasurer. Pursuing that plan,

there was disbursed from the balance reported, upon thirty-four

vouchers approved by the retiring chairman of the council of admin-

istration.......cooveeee vene RN eeererecereneasnesanenes teresenees 2,901.35
‘Which acts were subsequently approved by the present council of admin-
istration, leaving an actual cash fund of............. PP PP $978.28

‘Which was placed in my hands on August 18, 1900.
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Since that date I have recelved:
In dues from 40 mMembers.........coitirertnneiierisrannreeseeseienenes veess  $5,410.00
From the New York Clearlng-ﬂouse. on mcount ot expenoes ot our tax-

ation committee this year and in the past

Making total receipts.............ccco0ue
Of this amount I have disbursed upon approved voucheru

Balance on hand at this date.........ccoevviiriiiiacicrsreiecranans sesee
Vouchers amounting to $228 were for 1900 convention expenses, which,
added to the bills under that head paid by the former treasurer, make
the total cost of the convention last year.................. Ceedsrsenene . $8,214.85
This includes printing secretary’s report of the prooeedjnss.

Out of the disbursements I have made, $620.50 is chargeable to the previous administra-
tion, $800 of that amount being account taxation committee.

A classification of the total disbursements shows as follows:

1900 convention................... . $3.214.35
Council of admlnlstratlon veessaeas 800.91
Officers’ expenditures................. 197.50
Taxation committee............. 38,845.74
Preliminary expenses, 1901 conventlon ..... teeecntenens P creene 210.82

By a resolution of the council of administration, adopted January 12,
1801, the treasurer was directed to pay to the several groups $8 per
each paid member. Payments were as follows :

ceenes $162

Total disbursements since July 12, 1900.................... ceveeseeness  $9,125.82
The total membership to-day is 451, divided as follows:

54 | Group V......

2
GTROAOMALc.veveeeeeeeeeeeeentenrerreereseeeeenarereeeeeeees ———— terrerieeereees 451
An increase of thirty members during the past year.

PRESIDENT DUTCHER: 1 am very happy to hear that there are still new mem-
bers coming into the fold. I was not aware of it when I got up to make my address.
I am very glad to know that such is the case, however. This report of the treasurer
will take the usual course, by being referred to an audit committee, and I would
name as such committee, T. Ellwood Carpenter, of Westchester, and E. O. Eldredge,
of Tioga, who will audit this report and report back to the convention.

The next business in order is the report of the secretary.

REPORT oF B. W. WELLINGTON, SECRETARY.

Mr. President and Members of the New York State Bankers' Association—Your secretary
respectfully reports as follows: There have been held three meetings of the council of ad-
ministration during the past year.

The first was assembled at the Hotel Manhattan, New York city. September 14, 1800, Pres-
ident Dutcher presiding, and representatives of all the several groups present.

This communication under date of July 30, 1900, was presented :

“ We, the undersigned members of the Council of Administration of the New York State
Bankers®’ Aseociation, appreciating the labor performed during the past year by Mr. Charles
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Adsit, chairman of the committee on taxation, and believing that he should continue the
work 80 well begun, hereby pledge our support to the following resolution:

Resolwed, That the sum of $100 per month be paid Mr. Adsit for his services in connection
with the work of said committee, from January 1, 1900.”

[Signed] H. C. BREWSTER, J. H. DERIDDER,
A. D. BI18SELL, E. O. ELDREDGE,
W. 1. TABER, H. BERNARD COOMBE,
T. ELLWOOD CARPENTER, WARNER VAN NORDEN,
JoBN B. DUTCHER, J. ¥. THOMPSON,
Lewis J. CLARK, E. F. JOHNSON.

Acting on this recommendation and obedient to the command of plain duty, the council
unanimously passed the following resolution :

** Resolved, That the sum of $100 per month be paid Mr. Charles Adsit for his services in
connection with the work of the committee on taxation, said salary to date from January
1, 1900.”

Matters of minor importance were brought before the meeting and acted upon.

The second meeting of the council of administration was held at the Hotel Manhattan,
New York city, January 12, 1901,

At this meeting the dates for the annual convention were fixed for June 20, 21 and 22, at
Buffalo.

The appointment of a committee on education to act with a like committee of the Amer-
ican Bankers' Association was referred to the president, with power.

The President appointed, subseguently, as such committee, J. F. Thompeon, New York
city ; E. A. Groesbeck, Albany ; J. G. Cannon, New York city.

A resolution was passed that the treasurer be authorized to pay to the chairman of each
of the several groups three dollars per member of the respective groups for all members who
have paid, or who may hereafter pay, during the year, their annual dues.

Upon motion of Mr. Griswold the following resolution was unanimously passed :

*“*We, the council of administration of the New York State Bankers' Association, do
hereby respectfully request Congress to repeal paragraph 1, section 2 of the War Revenue
Law of 1898, thereby removing the special tax on capital and surplus employed by banks and
bankers ; said tax, although burdensome, haviog been thus far cheerfully paid because of the
Government’s necessities. Now that the necessity therefor has ceased we earnestly and re-
spectfully urge the removal of the tax, believing that justice and right will be better sub-
served by the repeal of this section rather than that of any other of the War Revenue Act.”

The secretary was instructed to send copies of the resolution to the secretary of the
American Bankers' Association and to the chairman of the proper committees of Senate and
House.

Mr. Adslt, of the committee on taxation, gave the council full information as to the work
that had been done and the unexpected dificulties encountered. The committee was of the
opinion that Mr. Frank M, Eastman vught to be employed to gather certain statistics to be
used in Albany before the Legislature.

Upon motion of Mr. Bissell it was moved that,

* Whereas, We have entire confidence in Mr. Adsit and this committee, and believing
that the matter should be left with the committee with power to act in the premises: there-
fore be it

Resolved, That the committee be authorized to employ Mr. Eastman or anybody else they
think proper, and to incur such expense as, in their judgment, may be neceasary to attain the
end in view.”

This was carried unanimously.

The third meeting of the council of administration was held in Buffalo, June 20, 1801.

(The secretary then read reports from the several groups, showing generally an increase
in the membership and interest. A number of meetings were held during the year, and ad-
dresses were made in many instances by distinguished bankers and financiers.)

MEMBERSHIP OF THE S8EVERAL GROUPS,

The present membership of the association i8 448, a gain of twenty-seven during the year.
The total includes 246 National banks, 158 State and forty-six private. The membership is
distributed as follows:

GrouP I has at present a membership of fifty-four; twenty National, thirty-one State
and three private, a gain of five over last year. The incorporated banks of this group repre-
sent a capital of $6,997,000, a surplus and undivided proffts of $5,950,000 and a deposit of $58,-
904,000, Possibly there are twelve eligible banks in this group not members of the association.

GROUP 1I has a membership of twenty-six, a gain of one over last year: eleven National,
ten State and five private. The incorporated banks represent a capital of $2,605,000, surplus
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and undivided profits of $2,165,000, and deposits of $20,725,000. In this group there are eleven
banks not members that are possibly eligible.

GRoUP IIT has a membership of thirty .four, a gain of one during the past year; twenty
National, ten State and four private. The incorporated banks represent a capital of $2,900,-
000, surplus and undivided profits of $1,797,000. and deposits of $14,928,800. There are in this
group thirteen (possibly) eligible banks not members of the association.

GroUP 1V has a membership of sixty-two, the same membership as last year; forty-nine
National, ten State and three private. Capital $7,658,000; surplus and undivided profits,
$5,410,000, and deposits of $32,885,000. There are thirty-two eligible banks in this group not
members.

GROUP V has a membership of seventy-eight, a gain of thirteen during the year ; sixty-
one National, fourteen State and three private, representing a caplital of $9,828,000, surplus
and undivided profits of $8,211,000, and deposits of $62,943,000, There are twenty-three eligi-
ble banks in this group not members.

GROUP VI has a membership of forty: thirty-two National, eight 8tate, a loss of three
during the year. Capital represented is $3,858,000, surplus and undivided profits $2,416,000,
and deposits $14,078,000. There are twenty-one eligible banks in this group not members.

GRroUP VII has a membership of forty-two, a loss of two during the year; nine National,
thirty-three State, representing a capital of $4,297,000, surplus and undivided profits $4,847,-
000, and deposits $38,270,000. There are four eligible banks not members.

GrouP VIII has a membership of 112, a gain of twelve during the year; forty-four Na-
tional, forty State, twenty-eight private,the incorporated banks representing a capital of
$67,108,000, a surplus and undivided profits of $90,048,000, and deposits of $1,028,026,000, Other
than private banks there i8 but one bank not a member eligible for membership in Group
VIII.

By comparison to realize somewhat the enormous latent power represented by the New
York State Bankers' Association it may be well to point out that the aggregate deposits of
the incorporated banks, members of the association, by 250 millions exceed the obligations of
the Division of 1asue of our Federal Treasury. On the contrary they are less than the capi-
tal of the United States Steel Corporation. * We are big, we are little.”

The important work done by our association during the past year was before the Legis-
lature at Albany. The history of the clean, hard-fought battle i8 known to many of you.
Notwithstanding a predisposition on the part of the Legislature to believe banks were
already too well treated in the matter of taxation, Mr. Adsit and his confreres on the com-
mittee on taxation presented an array of facts that compelled consideration and uitimately
controverted the existing prejudice against banks,

Statistics were accumulated by dint of the hardest sort of work by the committee, and
too much cannot be said in commendation of the zeal and mastertul ability displayed by the
members of the committee on taxation.

It may be proper to say, aoccording to the testimony of a leading member of the commit-
tee on taxation, that the Governor and the Senators having the matter of tax revision in
charge were strong, hard-headed, brainy men, always disposed to be fair and ever searching
for truth and justice.

The compliment paid our constructive statesmen was a high one, and merited. It may be
‘we are too prone to believe differently concerning lawmakers.

To reiterate, the ifmportant work done by the New York State Bankers' Association has
been accomplished by the committee on taxation.

At the meeting of the council on June 20, 1901, the treasurer reported that among the re-
ceipts he had received from the New York Clearing-House, on account of expenses of the
taxation committee this year and in the past, the sum of $6,600. It was stated in the council
that the intention of the clearing-house committee was to devote $1.500 of that sum to par-
tially compensate Mr. Adsit for the personal services thut he had performed in connection
with the committee work. The council unanimously, in view of this fact, appropriated the
sam of $2,600 to Mr. Adsit, as a mere earnest of their appreciation of his unremitting work.

PrESIDENT DutcHER : This report will take the usual course—be spread upon
the minutes and printed in the proceedings of our convention. The next business
in order seems to be the nomination of officers, and if there are no remarks to make
the secretary will call the roll of the groups for the presentation of candidates for
the office of president.

THE SECRETARY : Group No. 1.

W. C. CorxwELL, of Buffalo : Mr. President, I wish to place in nomination for
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the high office of president of this association a man who is the choice of the Buffalo
bankers, the choice of Group No. 1, and I think when we come to have an election
you will find that he is the choice of this association. I do not need to eulogize him.
I have only to mention hisname. You all know him. He is prominent in this as-
sociation in other ways than by his towering figure. He stands for good business
industry at home, and in the work of this association, for kind fellowship, and he is
one of the most popular men I have ever met. When he looks you in the eye and
takes you by the hand you begin to smile because you know that what he has to
say will interest you, is to the point and will amuse and cheer you, and I say all
hail to a man who scatters sunshine. Mr. President, I nominate for the office of
president for the ensuing year Mr. Arthur D. Bissell, of Buffalo.

Mr. Bissell’s nomination was warmly seconded by George Sandrock, of Buffalo ;
also, on behalf of the various groups, by C. C. Woodworth, of Rochester; Judge
Seymour Dexter, of Elmira; G. K. Betts, of Syracuse; Hon. George B, Sloan, of
Oswego; E. A. Groesbeck, of Albany; J. T. Smith, of Fishkill; Hon. 8. M. Gris-
wold, of Brooklyn, and Gen. A. C. Barnes, of New York,

PRESIDENT DUTCHER : Is there anything further to be said ?* If not, the nomi-
nation of Mr. Bissell seems to be unanimous. Unless there are some objections I
shall so announce it, and at the time of our election he will be voted for as your next
president, and I am free and frank to say that I think you have made a most capital
choice.

The next business in order is the nomination of vice-president. The groups will
be called in their order.

THE SECRETARY : Group I (no response.) Group II.

C. C. WoopworTH, of Rochester : Mr. President, we have been looking around
the State to find a man who we think would fill the position of vice-president of this
association with as much credit to the association and with as much good will to the
members as Mr. Bissell will perform the duties of president, and we think that way
down in the eastern part of the State we have found the man—a man who has, since
the organization of the association, been always active, willing to lend a hand, al-
ways ready with good judgment, who is here to-day and is always at our conven-
tions ; a man who is as well fitted for president of this association as any of us, and
we hope some time or other may become that president, but at the present time the
place for him is the vice-presidency ; and I take pleasure in nominating for that po-
sition Mr. 8. M. Griswold, of Brooklyn.

Mr. Griswold’s nomination was unanimously seconded by the various groups.

Nominations for treasurer were called for, and John H. DeRidder, of Saratoga
Springs, placed in nomination Frank E. Howe, Cashier of the Manufacturers’
National Bank, of Troy. His nomination was also seconded by the several groups.

Upon nominations being called for the office of secretary, J. T. Sawyer, of
Waverly, renominated B. W. Wellington, of Corning. Mr. Wellington declined on
account-of other duties requiring his entire attention.

Considerable discussion followed, Mr. S8awyer favoring the election of a secretary
for a longer term than one year. President Dutcher concurred in this view, and
also thought the secretary should be compensated for his services. Mr. Sawyer
and Mr. Wellington also favored the idea of compensation, the latter stating, how-
ever, that the matter of compensation was not considered by him in declining to be
a candidate for re-election.

Charles Adsit, of Hornellsville, and J. C. Estelow, of Oxford, were named, but
their names were afterwards withdrawn, they being unwilling to accept the office,
and the selection of a candidate for secretary was referred to the council of adminis-
tration.
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SECOND DAY'S SESSION, FRIDAY, JUNE 21, 1901.

PresmERT DuTcHER : The convention will please be in order. I am requested
to announce, by the council of administration, who were instructed yesterday to
select a candidate for the office of secretary