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Trm RECENT GOLD EXPORTS did not excite the apprehension that

was formerly occasioned by similar movements. The favorable
condition of the foreign trade of the United States and the changes for
the better in the monetary laws, as well as prosperous domestic con-
ditions, have brought about a degree of confidence that is not easily
shaken. Nevertheless the business public is very sensitive to any
sympton that might be construed to indicate a turning of the tide,
and the fact that the tendency to the export of gold makes little im-
preesion indicates the belief among bankers and financial leaders that
the stock necessary to be held as reserve is not being trenched on.
In other words, that the present exportations represent the product of
our mines that i8 not needed in our own money markets. But it
must be added that the flow of gold to and from a country is a feature
of exchange operations always closely watched, and the exact expla-
nation of which is eagerly sought.

In the case of the other great commercial nations the great Gov-
ernment banks, in one way and another, exert more or less control
over the movement of the standard metal. The Bank of England
raises or lowers the rate of discount according to the condition of its
gold reserve, which under its organic law controls its note issues.
The Bank of France prevents the outgo by virtually charging a pre-
mium, and attracts importation by offering the same. In these days
of large transactions and small profits it takes very little in the way
of premium either way to accomplish the desired result.

The United States seems to be the only country having a large
stock of gold where trade in the metal is perfectly free, or at least
subject only to the natural laws governing the money market. There
is no agreement among the large banks of New York to fix discount
rates, and the United States Treasury pays gold on demand to who-
ever presents Government notes. The discount rates are the result-

1
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ant of the independent action of the banks and all other capitalists
and financial institutions having money to loan, and this action is
governed only by the laws of demand and supply.

The ease and speed of communication between this country and
Europe enable transactions to be made in all kinds of securities, as
well as gold, at a margin of profit that would have been impossible a
few years ago. The large shipment made a short time ago on one of
the fastest of the ocean liners, it is alleged, would not have been made
on any boat with a slower record.

It is, however, to be expected, whenever the money markets of
any commercial nation show symptoms requiring the strengthen-
ing of the reserves, that efforts will be made to attract gold without
waiting for the slower operation of natural laws. 'When, during the
panic of 1893, the gold reserve of the Treasury, which in the United
States corresponds to the gold reserves of the Bank of England and
the Bank of France and other European banks, began to fall to what
was regarded as the danger point, extraordinary means were success-
fully taken to attract gold to this country. The wonderful credit of
the United States Government enabled this to be done. The situation
was retrieved, but at great expense, and after great losses had been
incurred by the public. Other nations do not permit their reserve to
weaken so0 as to excite public distrust. They begin restorative meas-
ures in time to allay apprehensions of weakness. If during the months
preceding the panic of 1893, when the gold of the Treasury was be-
ing depleted, steps had been quietly taken to attract gold, the alarm
of the public might not have been greatly aroused, and the run on the
Treasury would have ceased before it attained dangerous proportions.
Seeing that most of the money markets of the world, when they fail
to satisfactorily maintain their gold reserve, under the ordinary laws
of supply and demand, always turn to the United States as the local-
ity in which they can buy gold cheapest, it is not to be wondered at
that exports will now and then occur most unexpectedly, and in a
manner difficult to explain. The final destination of the gold may be
kept a secret. A bank or Government in some part of Europe or else-
where may require a supply. The deal may be made with some cos-
mopolitan financier, with whom they have business affiliations, who
acts as a middleman. He buys in the cheapest market; and, deduct-
ing his own commission, turns the goods over to his customer. The gold
recently shipped to France may or may not be needed to strengthen
French reserves, but some French financier will make a profit by fill-
ing some order he has received. As secrecy is an important element
of some of these transactions, the real customer may never be known.
Our gold exporters may be content with the profit they receive, but
they must often be subject to a chilling doubt as to whether they
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might not, with a wider knowledge of the field, and with such an
abundant supply of gold, secure for themselves the profits now going
to the middleman.

THE REPORT OF MR. RIDGELY, the Comptroller of the Currency,
owing to his assuming the duties of his office so late in the year, does
not, as he says, contain so extended a discussion of the general state
of monetary affairs as those of some of his predecessors. It is, how-
ever, a compact and well-ordered presentation of the operations of the
National banks during the year, from which those who wish to draw
conclusions can readily do so. The new Comptroller has not yet had
time to develop auny hobby, or to undertake to advise Congress as to
what should be done.

The statistics for the year show the growth of the system under
the impulse of the additional circulation privilege conferred by the
monetary law of 1900, especially in the direction of the banks organ-
ized with the new minimum capital of $25,000. The conversion of
the bonds held by the banks into the thirty-year two per cents has
been well-nigh universal; out of $329,833,939 bonds held to secure
circulation, $316,625,650 were two per cents. The calculated profits
on circulation indicate why this is so. But the premium on these
bonds has already risen so high that the profit on circulation based on
them is less than three-quarters of one per cent. The price of these
bonds is still rising, and it is easy to see that it will soon be so small
as to afford little inducement for increase of circulation. As might
be expected, the average capital of the banks has been reduced by the
influx of new banks with the new minimum of $25,000, and the aver-
age capital in the whole country is now $117,057. The prosperity of
the banks, as shown by dividends and earnings, hasincreased. During
the years from 1894 to 1898, the dividends on capital ranged between
6.7 per cent. in 1897 and 6.9 per cent. during the years 1895, 1896
and 1898. In 1899 they rose to 7.4 per cent. and in 1900 to 7.9. For
1900 they are over eight per cent. This increase in dividends is in
some measure due to the increase in surplus, and probably to the
greater proportion of deposits to capital.

The Comptroller’s recommendations are not numerous. He is
rather inclined to let well enough alone as to the gold-standard law,
but suggests that anything to strengthen the status of the gold stand-
ard would be desirable. As to asset currency he advises caution and
moderation in adopting the plans proposed. Mr. RIDGELY is opposed
to the sub-Treasury system, and in favor of an increased use of Na-
tional banks as public depositories. He recommends directly the
passage of & measure for extending the corporate existence of Na-
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tional banks, and for restricting the use of bank funds by directors
and managers.

On the whole the report is a very satisfactory one, and shows that
Mr. RIDGELY holds sound views on currency matters, that he dis-
cerns the points in the monetary system needing change and improve-
ment, and that he has not yet arrived at any conclusion as to the best
means of making these improvements. In all of which he is at pres-
ent much in line with the majority of experts on the subject. He has
nothing to say about any substitute for the sub-Treasury system or
about branch banks.

THE LIABILITY OF BANK DIRECTORS for fraudulent acts of the ex-
ecutive officers, committed without the knowledge of the directors, is
considered in a decision reported in the banking law department
of the December MAGAZINE of last year, among the Canadian cases.

‘When a bank fails, and as sometimes is the case, very little re-
mains to be divided among the creditors, even after the liability of
stockholders is exhausted there is a disposition to bring action against
the directors to make them pay, if sufficiently solvent, all the losses
incurred. Of course, where the directors have been guilty of actual
misappropriation and are responsible for the losses, it is right to com-.
pel them to disgorge. But in the majority of cases of failure the
board of directors, as a whole, is very seldom found to be seriously at
fault. It is very improbable that the members of a board will con-
spire together to rob their own institution, or even that they will
knowingly permit such robbery by others. But when a bank fails
feeling runs high and the director is assumed to be an omniscient
creature who ought to have detected the beginnings of evil, and who,
because he did not, must have been criminal or at least criminally
negligent. The men selected as directors of banking institutions are
generally good business men, awake to the condition of all sorts of
enterprises within their bank’s circle. They know who are entitled
to loans and who are desirable customers, but with the technical
handling of the funds of the bank they may not necessarily be ac-
quainted, especially in large institutions. They select employees in
whom they have confidence, and provide for such checks upon them
as experience has shown to be necessary. Occasionally they may be
deceived by those whom they employ, but they have to run this risk
or else do all of the technical work of the bank themselves. This they
are neither fitted nor expected to do. The sphere of action in which
they incur the most responsibility is in making the loans of the bank.
The probability is very strongly in favor of their being, as a rule, ex-
ceedingly careful and jealous of this duty. Asa board, directors
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generally watch very closely loans made to each other. In this they
are actuated by the spirit of business competitors, and even if some of
the board are more or less favorable to each other, there is generally
a minority who impose a check on unwise liberality to the united ma-
Jority. Sometimes, but not often, a manager will gain an ascendancy
by means of the confidence reposed in him. This increases the risk
of malfeasance, but usually this confidence is wholly warranted and
-does not result in harm.

On the whole it ought to be remembered that in the great majority
of cases directors perform their duties satisfactorily, and that in the
minority of cases where disaster occurs it happens in such a way that
they can seldom be charged with more than error in judgment. There
are undoubtedly a few cases where directors are culpable and should
be made responsible, but the general outcry against these officers
whenever a bank fails or a defalcation occurs is, as a rule, unwar-
ranted.

THE INDEPENDENT TREASURY is frequently referred to as stand-
ing in the way of complete monetary renaissance. All financial au-
thority seems to agree that it should be deprived of its function of re-
-ceiving and holding the revenues of the Government; nevertheless
the independent Treasury was the logical consequence of banking con-
ditions existing at the time it was placed in operation. Its continued
-existence is due to banking conditions existing to-day. Under the
various statutes relating to it a system of receiving and paying out
the public moneys has become fixed and well understood by all the
collecting and disbursing officers of the Government, and all who are
in any way connected with the payment and receipt of public moneys.
The paragraphs of the revised statutes and all the later laws by which
the handling of the public funds is controlled, with their interpretation
.and construction by the courts, constitute a vast body of rules for
which it will be difficult to find a substitute. When the abrogation
of the independent Treasury is talked of few immediately realize what
a dislocation of all the vast operations of the Treasury Department,
conducted in accordance with the practice of half a century, might
result.

‘While the general principle of the laws making the Treasury in-
dependent of the banks is that all public funds shall be kept in the
Treasury and sub-Treasuries, in the custody of Government officers,
yet these laws also provide for the use of the banks as depositories of
public moneys of certain classes and under certain circumstances and
conditions. Even if the principle of keeping Government funds as
far as possible in its own vaults should by act of Congress give way
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to the principle of depositing these funds in one or more banks where
they may be a part of the active circulation of the country, it would
not be necessary or perhaps advisable to abolish the machinery of the
independent Treasury. This might still be useful to the Government.
Of course, much of the space used now for vaults and storage could
by degrees be utilized for other purposes, but the general system of
disbursements might remain much the same as it doesnow. It might
still be advantageous for the Government to keep certain sums for
immediate use in its own custody. These would be constantly pass-
ing in and out, and would have no effect on the flow of the main cir-
culation. All the machinery for the payment of interest on the pub-
lic debt would still remain as it is. The checks for disbursements
would be drawn on the bank depository instead of on the Treasury or
sub-Treasuries.

An investigation of the methods and practice under the present
system would show exactly at what points the public moneys are col-
lected and disbursed, and would afford a foundation for the intelli-
gent establishment of a new system. Statistics as to the details of
Government transactions at various dates in the year through a series
of years can not fail to throw much light on the circulation of money
in the country and the effect of Government operations on the general
circulation. They would also show to what extent the present method
of collection and disbursement is beneficial or harmless, and to what
extent it acts detrimentally to the business of the country. Any
change made from the present system should be made carefully and
with due regard to securing in the future a system of collections and
disbursements at once the most convenient for the Government and
the most beneficial to business.

THE REPORT OF THE SECRETARY OF THE TREASURY, published in
the December MAGAZINE and briefly commented on in that number,
is a clear and succinct statement of the monetary condition of the
country, and is in every way worthy of the high reputation of Mr.
GIAGE, both as a statesman and financier. 'While those portions of
the report relating to the reduction of revenues will no doubt be criti-
cized according as they represent or antagonize the views of those who
are interested in the doctrine of greater or less protection of home in-
dustries, his views on the currency and banking must, it would seem,
appeal with great force to all who have made any study of these
questions.

In the December number of THE BANKERS’ MAGAZINE a sugges-
tion was made for a great bank, controlled and owned by the other
banks of the country, for the purpose of encouraging and promoting
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community of interest and mutual support among the scattered bank
units making up the so-called banking system of the country. The
Secretary’s recommendations, in'a measure, endorse the plan which
has been for some years suggested by the MAGAZINE, although the
plan of the MAGAZINE did not necessarily include the contribution of
the capital of the proposed institution by the banks themselves. Al-
though the capital might be obtained in the way mentioned by the
Secretary, yet if the banks could not unite in such a course on ac-
count of their mutual jealousies and rivalries, yet this capital could,
if Congress should grant the necessary charter, be easily obtained by
private subscription.

But the method of organizing such an institution is of minor im-
portance. The main difficulty will be to bring the people of the coun-
try, and more particularly that part of the people interested directly
in banks as managers, directors and stockholders, to look favorably
on the idea of a regulating bank. To do this it is necessary to show
that the proposed institution is an entirely different thing from any
great State bank which is now in existence or has ever existed; that
in its powers and functions it will have nothing in common with the
former Bank of the United States, with the Banks of England, France,
Russia, or any other country; that it will work in a sphere entirely
outside of and independent of existing banks, and that it will in no
way interfere or compete with them in their present or future ac-
tivities.

The Secretary leaves much to the imagination as to how this pro-
posed bank is to send abroad its beneficent influence. The plan of
the MAGAZINE is to confine the powers of the bank to receiving pub-
lic moneys and performing the fiscal operations required by the Gov-
ernment, while at-the same time making advances to banks on com-
mercial paper. It is to have the exclusive right of issuing bank notes
on which issues it is to maintain a coin (or until the greenbacks are
retired, a greenback) reserve. Banks are to obtain these notes on the
security of commercial paper. It is to pay interest on public moneys.
In return for the note-issuing privilege it is to receive at par for col-
lection checks drawn on all points in the country, thus rendering the
check system homogeneous. It is not to deal with individuals at all
but only with banks and other financial corporations.

Undoubtedly some of the functions which this bank would per-
form are now to some extent imperfectly performed by some of the
large banks in the money centres, and to this extent it might be re-
garded as a rival by them; but the interference would be very slight
and the aid such an institution would extend in other directions would
far counterbalance this small disadvantage. However, it is useless
to mention now more than the general outlines of such an institution.
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The Secretary’s plan for an asset currency partially secured by bonds
and Government notes is also in line with a plan which for some years
has been suggested in the MAGAZINE, and was partially approved by
Secretary CARLISLE in his report for 1894, Mr. GAGE’S remarks as
to the weak points of our banking system are also in line with the
views of the MAGAZINE. :

Naturally, it is not his province to discuss the probabilities of this
or that measure being acceptable to the people, or to the banks or to
Congress, in a political sense. He can only give the results of his
thoughts and experience and let Congress, by its usual methods, find
out whether it can command the support of the people in embodying
these ideas into law.

The problem of currency and banking reform requires for its so-
lution the devising of plans which will adapt themselves to existing
conditions of banking law and practice with the least possible inter-
ference. These conditions are a growth which has so intertwined
with the habits and modes of thought and prejudices of the people
that it would be practically impossible to abolish them and to clear a
field for a new departure. Improvements must be made on the old
foundations, and luckily these foundations have much to recommend
them.

It is because of the necessity of adaptation to the existing system,
with its irremovable twists and angles, that it is so difficult to devise
a plan that at once appeals to a sufficient number of minds to secure
the support which is necessary to its adoption. Therefore, it is neces-
sary to take into account the prejudices, the business rivalries, the
jealousies, all the heterogeneous factors that go to make up opposition
to any proposition. The path of least resistance has to be followed,
and many personal preferences relinquished. There are, unfortu-
nately, those who propound good plans, but who refuse to acknowl-
edge the force of unreasonable opposition. People often prefer to find
and rely on doubtful arguments to sustain the course which they deem
for their interest, rather than to yield to unanswerable arguments for
a better course which offends their prejudices.

It is encouraging that the bankers of the country have been aroused
to the fact that something should be done, but it is believed that they
are still very far from an agreement as to what that something should
be. If they could agree, there is little doubt that Congress would
carry their wishes into effect.

EXCESSIVE LOANS TO DIRECTORS AND OFFICERS are declared by
the Comptroller of the Currency to be responsible for a large percent-
age of National bank failures. The Comptroller recommends the
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passage of some repressive measure similar to that introduced by
Representative BRosIUS in the last Congress.

This is a very delicate subject and lies deep at the roots of the
whole banking business as conducted in the United States. While
the fact cited by the Comptroller seems to be beyond dispute, yet it is
due to the principles of growth that underlie the system of banking,
the word system being used in the widest sense. The great increase
of banking power in this country as compared with that in other civ-
ilized countries is no doubt due to the freedom with which any one
with moderate capital can enter into the business. In other countries
the large capital required renders banking virtually a monopoly, and
in those countries men with small capital who, in the United States,
would invade the business and do their own banking, are obliged to
swell the resources of the established banks with which they can not
compete, and as depositors and customers obtain such banking facil-
ities as they require from the monopolistic institutions. It is proba-
ble that the business men of an enterprising section of the country,
where there are resources to develop, can do their banking business
much more cheaply and advantageously by starting a bank for them-
selves than they could if compelled to solicit help from a large insti-
tution. It issuch business men who as a rule organize the numerous
small banks which are at once the pride and the despair of banking
theorists. These are the men who become the directors and manag-
ing officers and furnish a very large proportion of the banking power
of which the country is proud, but at the same time they stand in the
way of the adoption of methods which would permit a freer use of
credit and a more economical use of the banking power developed.
The number of individuals who are directors and managers of bank-
ing institutions in this country, and who consequently have a say in
the use of bank funds, is immensely greater than the number similarly
situated in other countries, and it is not remarkable that more of them
should prove incompetent or reckless. But it is this very facility and
freedom with which any one can become the director or officer of a
bank that draws into the business the most thoughtful, the most en-
terprising, and very many of the most talented individuals. Con-
sidering their opportunities, it is surprising with how little percentage
of loss from their ignorance or malfeasance the business of banking is
conducted. The repressive and restrictive laws of Federal banking
and the strict enforcement of these laws by the Federal courts as well
as the tendency of many of the States to imitate the Federal laws,
have, notwithstanding this freedom, greatly reduced the losses in
banking, both State and National.

The comparative safety of the banks in most parts of the country,
under the legal restrictions imposed, attracts the public to them and
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thus gives them a business advantage which compensates them for
the more or less rigid laws under which they are obliged to conduct
their business. But there is a limit to the imposition of restrictions.
‘When the managers of National banks, or of State banks in States
that rigidly supervise banking institutions, find that the increase of
business does not warrant the enduring of restrictions, they will nat-
urally divert their capital to private banking or to the States where
restrictions are less severe.

It is believed that a large proportion of the small National banks
of the country, and also of the State and private banking institutions,
are primarily organized in order that the directors and managers who
organize them may obtain a freer use of banking facilities in their pri-
vate business. There is nothing wrong in this, because they proba-
bly furnish most of the capital and take the chief risk. The outside
public is also benefited, and the advantage is to a certain extent re-
ciprocal.

It is vain to suppose that those who control the bank will not use
its funds for their private business, especially as their private busi-
ness is frequently the foundation and mainstay of the community in
which the bank is located.

A sweeping law restricting the facilities of directors and mana-
gers of National banks, enacted because a small percentage of these
men go wrong, would be manifestly an injustice {o the great mass of
honest and well-meaning and reasonably efficient directors. It would
certainly drive a great many out of the National banking system.

It is the ideal of some theorists to have a banking system abso-
lutely perfect, absolutely safe, so that a failure will never occur; but
to attain this ideal the bonds and handcuffs will have to be so strong
and numerous as to prevent the victim from moving at all. The re-
strictions imposed by law on National banking, and on State banking
in many of the States, are now sufficient to reduce loss from failure
to a minimum. Before the granting of additional privileges by the
act of 1900 the growth of the National banking system had virtually
stopped. The new circulation privilege overcame the disadvantage
of restrictions, and the National banks are increasing. Will this in-
crease continue if Congress unwisely tampers with the rights of di-
rectors and managers ?

THE ADDRESS OF ExX-CoMPTROLLER DAWES before the Illinois
State Bankers’ Association, printed in the December MAGAZINE, shows
that the ex-Comptroller is still strongly opposed to an asset currency.
‘While Mr. DAWES agrees with those who deem an asset currency un-
safe, at the same time he thinks that an emergency currency, subject
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to a tax insuring its retirement when the emergency has ceased, would
be practicable. The word practicable does not ordinarily mean safe,
but as applied to any form of currency must necessarily include this
definition; and therefore it is not an extravagant assumption, that
while he thinks an asset currency unsafe, he believes an emergency
circulation would be safe. How these two opinions can be reconciled
it is difficult to see. An emergency currency must be based either on
special or on general security. If based on bonds deposited with the
Treasurer, it could not very well serve the purpose for which it is in-
tended ; few banks could procure the bonds and obtain the currency
in time to meet the emergency. If based on general assets, it would
be in the same boat with ordinary currency based on general assets,
and necessarily could not be any safer, while open to objections to
which the ordinary currency would not be liable. In fact, the object
being to afford a means of liquidating obligations, when the ordinary
instruments of liquidation fail, it has been thought that in such times
of stress the usual safeguards that surround the use of a bank’s credit
might be temporarily relaxed, and the bank permitted to supply itself
with something that will serve the purpose of money until the imme-
diate preesure is relieved.

During the panic of 1893, it was found by many banks with abun-
dance of assets quick enough in ordinary times, that they could not
procure either gold, silver or paper money to meet the demands made
upon them. It was also found that their creditors were willing to ac-
cept due bills or certificates of deposit, for temporary use as money,
and it was justly inferred that if these banks had been legally permit-
ted to issue promissory notes in response to demand, the situation
would have been immediately relieved. Out of this experience,
coupled with some knowledge of the issue of extra circulation, in
times of stringency by Continental banks, subject to a tax causing
their early retirement, has grown up the proposition for an emergency
circulation in this country. The success of foreign banks with this
device i8 no assurance that it would prove equally satisfactory here.
The difference between a system composed of a comparatively small
number of large banks and one composed of a great and constantly
increasing number of small banks, makes a comparison very uncer-
tain. Asset currency is regarded as safe in France and Germany, as
their banks are conducted, and the emergency currency of German
banks is safe for the same reason and to the same extent that the or-
dinary currency is safe.

The main objection to an asset currency in the United States is
the small and numerous banks which under a general banking law
would become entitled to the privilege. In their case the same objec-
tion applies with even greater force to an emergency circulation. If
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it is unsafe for the thousands of small banks to issue a currency based
on their general assets in ordinary times, it is easy to see it would be
positively dangerous to permit them to issue an emergency circula-
tion to meet their obligations under the pressure of adversity. It
must not be forgotten that in 1893 the circulation of the banks was
absolutely secured by the deposit of bonds. There was no distrust of
the bank note and no run on the banks on account of note issues.
Their only demand liability which gave them trouble was their line
of deposits, and it is not difficult to see why the public was willing to
accept any evidence of indebtedness issued by the banks which could
be used as a substitute for money. Assume a panic to occur, when
the banks had already used their privilege to issue notes on assets to
the possible limit; the weaker the bank the greater the tendency to
use the privilege. The run on the banks which excited popular dis-
trust would be for the redemption of notes. Of what avail would be
the issue of more notes? The bank would have to pay specie or specie
funds or fail. In the State bank days, the pressure might begin with
a demand for deposits. These were paid in notes as long as possible.
As credit failed the notes were sent in for redemption. The issue of
notes never saved a weak bank.

But assuming that an emergency currency were theoretically a
correct device, and one that might prove of service to many institu-
tions, there would always be a temptation to reckless and dishonest
bankers to use the liberty they afforded for their own profit. A dis-
honest banker, knowing the weakness of his bank, would be tempted
to force as much as possible of this currency into circulation, regard-
less of any repressive tax. Notes of warning against this very plausi-
ble-looking expedient have already been sounded, notably by Mr.
James H. WILLOCK, president of the Pennsylvania Bankers’ Asso-
ciation, in an address commented on favorably by the London
‘‘Bankers’ Magazine.”

Both asset currency and emergency currency would be rendered
still more unsafe if deprived of the security of a first lien on all the
assets; that is, if such issues were, as Mr. DAWES seems to propose,
placed on the same basis of security as deposits. If there is any-
thing axiomatic in banking theory and practice it is that the note
holder should be a preferred creditor. The bank in its business ben-
efits first its stockholders, then its depositors, and lastly, especially if
it issues notes, the general public, by furnishing a circulating medium
which, as experience proves, has many advantages over all other
forms of money. If bank notes have not proved their advantages,
there is no room for further controversy. The general public, taking
the bank notes as money, are if these notes are discredited, exposed
to the greatest risk for the least return. The depositor takes the next
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rigk, but he receives more in return. He is a part of the bank, a
friend of the court—through him and his account the credit paper of
the bank is passed on to the public. He can obtain loans and often
receives interest upon his balances. The stockholder is next; he re-
ceives his share of the profits of the bank. Legislators, in settling
the affairs of a failed bank, protect the outsider, the note holder, first,
the depositor next, and the stockholder must not only be satisfied with
what is left, but often contribute more to pay note holders and depos-
itors. The whole fabric of business, where bank notes are used, rests
on their credit. If this is tainted the whole business structure is
shaken. The notes are the foundation of deposits, of checks and of
all transactions. Legislators have recognized that the foundation
should be stronger than the superstructure.

MANY OPPORTUNITIES FOR AMERICAN BANKERS will open in the
Philippine Islands as soon as proper legislation is enacted by Con-
gress. Some idea of the nature of these opportunities is suggested in
the special report made to Secretary Roor by Mr. CHARLES A.
CONANT, from which extracts are printed elsewhere in this issue of
THE BANKERS’ MAGAZINE. The report was the result of a visit paid
to the Islands by Mr. ConNaNT for the express purpose of investiga-
ting this subject and making recommendations to be submitted by the
Secretary of War to Congress.

Positive legislation is required, first, to do away with the restric-
tions of the Spooner amendment to the last army appropriation bill,
which practically prohibited the granting of any franchises; and, sec-
ondly, to prescribe regulations for the conduct of banking which will
at once establish favorable conditions for American banks and will
give the assurance to the business community that banking in the
Philippines shall be conducted upon sound and conservative lines.

These points are quite fully covered in the special report submitted
to the Secretary of War. It is pointed out that only strong banks
with large capital and with authority to establish branches will be of
any avail in competing with the branches of the big English banks
and the other foreign institutions which control the exchanges of the
Orient. The proposal that National banks shall have authority to es-
tablish branches outside the United States will probably excite no op-
position. The collateral suggestion made by Mr. CONANT, that Na-
tional banks of the United States shall have power to establish
branches within the United States for conducting foreign business, is
likely to attract some attention among the smaller banks of this coun-
try. The kind of business which such branch banks may do is care-
fully limited, however, by excluding them from discounts on domestic
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bills and advances made in the way of local loans within the United
States. Under these limitations, which practically restrict such
branch banks to dealing in foreign exchange and to the acceptance of
special deposits to be employed in the Philippines, the business of
other National banks in the United States cannot be affected.

It is not probable that this privilege to establish branches for for-
eign business would be availed of by more than two or three banks in
the United States in any case, or that it would be availed of outside
of two or three of the largest cities. This, indeed, appears to be the
purpose of the provision—that if a National bank should establish
branches in the Orient, it may have the privilege of establishing
branches for foreign exchange business in such cities as Chicago, San
Francisco and New Orleans. If any further limitation were needed
to protect the country banks from the possibility of branch competi-
tion, it could be attained by naming the large cities in which branches
would be permitted or by limiting the authority to establish such
branches, as is suggested by the report, to cities of 100,000 or more
inhabitants. Perhaps it would be well to add the provision, which does
not seem to be embodied in the report, that no branches could be es-
tablished in the United States by any bank which did not maintain
several bona-fide branches in the Philippines or elsewhere outside the
limits of the Union. With these limitations, the grant to National
banks of the power to establish branches for foreign business would
infringe in no way upon the privileges and business of the country
banks, but would rather tend to divert the large city banks away from
the field of country banking which they have recently been entering
by the investment of their surplus resources in the purchase of bank
stock.

THE EXTENSION OF NATIONAL BANK CHARTERS is one of the
subjects that will probably engage the early attention of Congress.
The last act for this purpose was enacted in 1882, and twenty years,
the statutory length of life prescribed for a National bank, has elapsed.

The National system was inaugurated in 1863, and under the first
actit was provided that the franchise of the banks might continue for
any period, not exceeding twenty years, which each bank might
determine in its articles of association. Many of the banks deter-
mined on nineteen years only, and so their corporate existence expired
in1882. An act for extension was therefore passed in that year. As
a matter of fact one or two charters expired before the Act of 1882
became a law. These banks merely liquidated and started new asso-
ciations under the same name, which they could do easily enough.

The National system is a continuing one. New banks are organ-



EDITORIAL COMMENT. 15

izing under it almost every day, and there is hardly a date at which
some charter does not expire. Like the aerolites, there are dates
when more of these corporate lives burn out than at others, and owing
to the expiration of great numbers in 1882, 1883 and especially in
1884, the years 1902, 1903 and 1904 will witness a similar ending of
the corporate lives renewed twenty years before. But there is no
reason why these lives cannot be again renewed under the Act of
1882, as they were at the date of their first renewal. This act, for
all that any one can see, provides for any number of renewals of the
same corporate life. The only reason that can be perceived for
another renewal act might be to frame it on the lines of the old act,
and at the same time omit some of the useless provisions with which
the old act is loaded. This might be worth while. A new act for
renewal might moreover be made a nucleus for some further bank
legislation, and the introduction of some needed amendments to the
present banking law.

THE FREE TRANSPORTATION OF SILVER DOLLARS by the Govern-
ment suggests the inquiry, why should the charge continue to be borne
by the Treasury instead of by the bankers or business men who wish
to use the silver dollars, the same as they pay the express charges on
other kinds of money. At first sight there appears to be no reason
why the Government should pay charges on any kind of currency
forwarded at the request of the consignee. But it might be better
policy to pay charges on all shipments of currency rather than to con-
fine these payments to one kind only. If the Government paid these
charges it would tend to encourage a better distribution of money
throughout the country. .

It is highly improbable, however, that Congess would consent to
granting so sweeping a benefit. Even if the general impolicy of sad-
dling the Treasury with the expense of sending out money be con-
ceded, it is not 8o certain that it would be either politic or just to treat
silver dollars in accordance with this principle. If the public had to
pay the charges on silver dollars as they do on the transportation of
other currency, not many of the dollars would remain in circulation.
Their bulk and weight 8o increase the cost of transportation that any
one deeiring small denominations would send for one and two dollar
silver certificates in preference.

If there is any advantage in keeping these dollars in the hands of
the public, the Treasury had better keep on paying, the cost of trans-
portation. Even if it were more advantageous to keep all the dollars
stored in the Treasury vaults, and substitute silver certificates, ones
and twos, in their place, yet the cessation of the free circulation of
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silver‘dollars might not be counterbalanced by an equal circulation of
silver certificates. The transportation charges on the latter might
check the demand for them, and the people in those parts of the coun-
try where the silver dollars are now most freely used, might not be
able to obtain their usual supplies of money of any kind. In the
poorer sections, where the bankers have to struggle to maintain them-
selves, the charge for transportation becomes quite important. Since
the country has coined so many silver dollars, the only hope of ever
getting rid of them is that they may be lost or buried, and this de-
lusive hope would not exist if the dollars are to be stored in the
Treasury. If kept in circulation, they may perhaps in the course of
some centuries become lost or worn out. Aslong as they are to form
a part of the circulation the least the Government which created them
can do is to offset their disadvantages and inconvenience as far as
possible by paying for their transportation.

THE RESIGNATION OF SECRETARY (FAGE, although not yet offi-
cially proclaimed, is believed to be one of the certain events of the
near future, and the appointment of Governor LEsLIE M. SHAW, of
Iowa, as his successor is considered equally certain.

It has been known for some time that Mr. GAGE desired to leave
the cabinet, and while his retirement occasions no surprise, it will
cause much regret, for his administration of the financial affairs of
the Government has been such as to contribute greatly to the remark-
able prosperity of the country since the first inauguration of Mr.
McKINLEY as President. He was instrumental in securing the
enactment into law of provisions for more firmly establishing and
maintaining the gold standard, and has also successfully managed
the conversion of a large part of the public debt into gold bonds
bearing a low rate of interest. His work in carrying on the financial
operations of the Government during the war with Spain, and in
preserving a comparatively stable condition of the money market in:
an era marked by considerable speculation, must also entitle him to
- high rank as a financier.

Mr. SHAW, the new Secretary, is a man of sound views and long
political training, and should prove a worthy successor to Mr. GAGE.

A portrait of Governor SHAW, together with some reference to
the salient facts in regard to his business and political career, will be
found elsewhere in this issue of the MAGAZINE.

Both Mr. SHAW and Mr. GAGE have been noted for their candor
in dealing with financial questions, and have not hesitated to point
out the reforms necessary to the highest security and efficiency of’
the currency and banking system. '



THE EXTENSION OF NATIONAL BANK CHARTERS.

The Comptroller of the Currency, in his remarks in regard to the expira-
tion and extension of the corporate existence of National banking associations,
states that during the last session of Congress a bill to provide for the exten-
sion of the charters of the National banks passed the House of Representa-
tives but failed to receive the consideration of the Senate. The Comptroller

.argently recommends that this measure or a similar one be enacted into law,
inasmuch as the first charters will expire in July, 1902.

It is not easy to see why such a law is neceesary ; or, in other words, why
the act of July 12, 1882, still in force, does not fally provide for the extension
of the charters which commence to expire in 1902 just as it has provided for
all the charters which have expired since 1882. The act seems to be a con-
tinuing act and renewals are to-day made under it. It reads that any Na-
tional banking association organized under the acts of February 25, 1863, June
3, 1864, February 14, 1880, or under any of the sections of the revised statutes
in which theee acts have been embodied, may at any time within two years
next previous to the date of the expiration of its corporate existence under
present law, under certain conditions and in a manner provided, extend its
corporate existence for a term of not more than twenty years, etc., etc. The
bank availing itself of the provisions of this act continues to be the identical
corporation that it was before.

It is difficult to understand why an association organized under any of the
acts named cannot extend its corporate existence as many times as its stock-
holders agree to do so, for as many sucoeeding periods of twenty years as they
see fit, under the law of July 12, 1882, as it stands. In other words, what is
there to prevent an association organized under the act of February 25, 1863,
which in 1882 extended its corporate existence for twenty years, from again
extending that existence for another period of twenty years, and aslong as the
act of July 12, 1882, is not repealed, for as many additional periods of twenty
years one after another as the life of the bank is desired by its stockholders.
The association is just as much organized under the act of February 25, 1863,
in 1902, as it was in 1882; the act of extension in 1882 did not change its sta-
tus in the least. And this being so in regard to an association organized
under the act of 1863, it is the same in regard to those organized under
the other acts and sections mentioned in the law of 1882. This law, in
section four, provides distinctly that the association extending, under it, its
articles of association ‘‘ shall continue to be in all respects the identical as-
sociation it was before the extension of its period of succession.”

The idea that more law is necessary to enable National banks, which have
nearly outlived the second period of twenty years, to revive themselves for
a third or fourth period, seems to be based on the fallacy which in other
respects has caunsed much trouble in National bank legislation, that the Na-
tional system as a system was some way limited to the twenty-year period.
Some appear to have regarded the National system as a sort of corporation

2
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beginning at a certain date and expiring by limitation at the end of twenty
years. But National banks forming the system, the units of which it is com-
posed, may, as long as the law authorizing organization continues, be organ-
ized at any time and thus the system be continued forever. Even if there
were no provision for extension, the creation of new banks would perpetuate
the system, and as a matter of fact many stockholders prefer to let the old
bank die and use the capital to organize a new one. When the act of 1882
was passed it was understood that it was a measure that would allow the in-
deflnite continuance of a National bank under its provisions.

‘While, however, the provisions of law for extension of the corporate exist-
ence seem to be ample, yet there are other provisions that need amendment.
Section six, which requires the extending banks to retire all the circulation
which they have issued previous to extension, and receive new circulation of
a different design, to issue during their new life, is a useless and annoying
section, which causes much unnecessary expense to the banks. This section
was inserted by certain legislators who were noted: for their hostility to the
system. Their argument was that it was necessary in order that the Govern-
ment should receive the profit of all noteslost and destroyed and which might
never be presented for redemption. They were dreadfully afraid that the
gain which arises from this source, slight though it is, would swell the profits
of the banks. They ignored the fact that, under the laws as they previously
existed and now exist, this profit, such as it was, did go to the Government.
If section six were repealed to-day, the profit on notes lost and destroyed
would still inure to the Government. The section itself was and is a mere
piece of supererogation, annoying and expensive to the banks and only mak-
ing more work for the Bureau of Engraving and Printing. The only possible
danger was and is that some claim might be trumped up by the banks to their
profit, but this might have been guarded against by simply providing that the
banks should have no claim to it.

The provisions of section nine should also be repealed. These obstruct Na-
tional banks in the retirement and reissue of circulation, and restrict the
amount which may be retired by all the banks in any one month to three
millions of dollars, except in certain cases. These provisions tend to destroy
what little elasticity the National bank note may possess. There are also
other amendments which should be made in this law, which are far more
necessary than any new legislation for the extension of corporate existence.

BANK BuraLARS AcTIVE.—There has been an epidemic of bank burglaries in Iowa
and some other States recently, and in consequence many of the banks are putting
in improved safes and vaults. Steps are also being taken to secure the enactment
of severe laws against burglars who are found to be *‘ professional ” criminals, and
the bankers’ associations will no doubt be spurred to renewed activity in hunting
down and prosecuting those who rob banks.

"Where banks are located in places not much frequented after nightfall, especially
in the smaller towns, they are open to attack by burglars, and all possible precautions
should be taken. There is double propriety in adopting all reasonable safeguards .
first, the depredations of the burglar will be prevented, and, second, the confidence
of the public will be secured. People will be attracted to a bank that is prudent in
making every physical provision against assaults on the funds committed to its
keeping.



THE EXPANSION OF AMERICAN BANKING IN THE
FAR EAST.

BY EMIL S. FISCHER.*

The contest among the civilized nations of the world for political, finan-
cial and commercial supremacy in the Far East is being energetically carried
on, especially since the Chinese-Japanese war of 1894. Great strides have
been taken by several of the world powers in the effort to acquire ‘¢ spheres of
influence” in the Chinese Empire. Great Britain had her eye principally
upon the immensely rich and fertile Yangtze Valley; Russia took a firm foot-
ing in Manchuria; Germany stretched her arms over the borders of Shan-
tung; France got a hold along her Indo-Chinese frontier, while Japan, which
is recognized as a rightful arbiter in the affairs of the East, as well as Aus-
tria, Belgium, Holland, Italy and Portugal, are following in the wake of the
greater nations, hoping for a favorable moment to secure proportional ad-
vantages.

The transfer of the Philippines to the United States has necessarily worked
& change in the attitude of the American Government towards her immediate
neighbors in the Orient. The United States heretofore was only an unselfish
observer and protector of its own commercial interests along the coast of
Eastern Asia. ‘And even in 1900, when the United States forces joined the
allies to relieve the legations at Peking, the immediate withdrawal of its
troops was accomplished when the actual danger of the Boxer uprising had
passed. However there was a growing necessity of protecting the new mar-
kets which American manufacturers and exporters had secured, against the
counteracting influences of other powers seeking a foothold, threatening the
partial exclusion of American goods from Chinese markets. Secretary Hay’s
note to the powers and their agreement to an ‘‘ open-door policy ” in China
has been universally recognized as an excellent *‘ coup d'état” of American
diplomacy.

The importance of United States interests in the East, following the ac-
quisition of the Philippines and of the Hawaiian Islands, together with the
marvellous march of its foreign commerce, has led to a general desire on the
part of importers, exporters and manufacturers, that an American filnancial
institution be established in the extreme Orient. It should be recalled that
for years the representatives of the United States stationed in China and
Japan have urged that an American banking concern should open branches
in the Far East, so0 as to facilitate the handling of the growing financial trans-
actions between Asia and America. Moreover, the War Department and
civil authorities governing the Philippines have constantly recommended that

* Mr. Fischer was connected for many years with the Deutsch-Asiatische Bank of Shang-
bai, and since his return from China in 1809 he has been with the North American Trust
Company, of New York; as Foreign Exchange Manager.
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the vast receipts and disbursements of the United States funds should be en-
trusted to an American banking institution with headquarters at Manila, and
acting as fiscal agents of the United States Government.

In October, 1899, during the International Commercial Congress at Phil-
adelphia, public utterances were made strongly advising the establishment of
an American bank with branches extending to the large financial trading
centres and settlements of the East, in order to enter the profitable field of
foreign banking in the Orient. The same opinion was expressed by the Hon.
E. A. Conger, United States Minister at Peking, at the dinner tendered to
him last year by the American-Asiatic Association of New York.

Reference should ulso be made to Minister Wu Ting-fang’s address before:
the New York Bankers’ Association at Buffalo, when he said :

¢In China there are established lurge British, French, Russian, German and Japanese-
banks, but the American banker is conspicuous by his absence, which is all the more re-
markable when the large share of China’s trade, enjoyed by Americans, as compared with
the amount participated ip by other nations, is considered.”

Of late we have heard the expressions of the Hon. Lyman J. Gage at the
convention of the American Bankers’ Association, when he called attention
to the close intimacy between the Government’s flnances and our commercial
affairs. Such close relation existing here, why should not law encourage
American flnanciers and bankers to enjoy the same advantage in foreign
countries or in the Colonies ?

AMERICAN BANKS WoULD PROMOTE AMERICAN COMMERCE.

The United States has come to be the most formidable competitor of the:
trading nations in the East, and to reap the full benefit of the enterprise of
its people, their commercial interests in the Orient should be represented by
a strongly capitalized banking institution established with the moral support
of this Government. Notwithstanding the predominant position which this
Government has acquired in the Colonies since the Spanish-American war,
we are not getting the full measure of the commerce that belongs to us, sim-
ply because we are not supported by our own national financial system.
This is largely due to the difficulty in establishing foreign branches, as the
Iaws do not foster branch banks, and it will be one of the next Congressional
policies to remove these obstacles. The only provision of law for the main-
tenance of branch banks of National associations is found in section 5155 of
the Revised Statutes of the United States, which appears in paragraph thirty-
nine in the most recent compilation of the National Bank Act, which author-
izes State banks to retain and keep in operation, under certain conditions,
any branches they may have in existence at the time of conversion to the
National system. A statement, kindly supplied by the Hon. William B.
Ridgely, Comptroller of the Currency, relating to the subject of operation of
branches, contains reference to the statutes and decisions of the courts, and '
says that ‘‘ the granting of this special privilege to State banks, and the ab-
sence of similar provisions in the law with respect to banks of primary organ-
izations have always been construed by this (the Comptroller’s) office to im-
ply that the latter banks were not permitted to have any branches, and as.
the section indicated restricts branch banks of converted associations to such
only that have a deflnite proportion of the capital of the parent bank as-
signed to them, it is not to be assumed that the law contemplated that asso-
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ciations of primary organizations should be permitted to operate branches
without any part of the capital of the parent bank being assigned to them.”

The banking law of the State of New York authorizes trust companies,
if provided with a special charter, to establish branches and agencies, with
the consent of the Superintendent of Banks, throughout the United States
or elsewhere. There are corporations which on the basis of such charters
have established branches in the Colonies, which under the ®gis of the col-
onial administration have given very satisfactory results. However, our
bank examiners, not yet sufficiently familiar with colonial affairs, have gen-
erally objected to the investments of the parent bank with regard to their
branches in the Colonies. This effort on the part of bank examiners to pro-
tect stockholders and depositors by a striot scrutiny of loans and securities,
has practically prohibited investment in colonial enterprises by State banking
concerns, no matter how safe or profitable these investments might prove to
be. Under such circumstances of course there has been very little induce-
ment for our large financial institutions to follow the examples of British,
French, German, Russian and even Japanese bankers.

EUROPEAN BANKING ACTIVITY.

The large trading nations of Europe, especially so Great Britain, Germany
and France, have kept a watchful eye for the fostering of their foreign trade,
which they encouraged by the passage of laws furthering the opening of
branches in the Colonies, or making provisions for the establishment of National
banking institutions in foreign countries. Under such laws bankers and cap-
italists of Great Britain have secured almost exclusive control of colonial trade.
They established monetary exchanges for mercantile accommodations in the
Colonies, doing away with the barter of goods. J.B. Attfleld, in his work on
‘¢ English and Foreign Banks,” says in this regard : )

“Joint-stock companies established by charter came into existence and their raison
d'étre appears to have been that without some such privilege as a charter could give them, the
business would not have been undertaken on account of therisk. * * #* Chartered com-
panies are now almost things of the past, and no doubt they are contrary to the spirit of the
times. In regard to banking they are found in some cases to be a hindrance rather than an
advantage, for the charter 80 often contains clauses that at the time they were granted ap-
peared necessary, but as time passed have been found restrictive; in reality their inelas-
ticity has been felt, and thus when a charter has expired it has not been unusual for the
company to be reconstituted under the Company Acts.’’

Most of the British colonial banking institutions are incorporated or reg-
istered under the Companies Acts of 1862 to 1890, or under special Royal
charter. We find among these the Chartered Bank of India, Australia and
China, with branches in all the prominent trading centers of the Orient. The
Hongkong and Shanghai Banking Corporation, the leading banking institu-
tion in the East, was established pursuant to the conflrmation of the British
Government, under ordinance of the legislature of Hongkong in 1867. A
number of Australian, African and South American banks, whose head offices
are in London, have similar charters. The London and San Francisco Bank,
the Anglo-Californian Bank, the London, Paris and American Bank, and
others, which have branches in this country, are institutions incorporated
under British laws. Several Canadian banking institutions enjoying the
privileges of the Canadian banking law, which is based on the Scotch bank-
ing system, have agencies in New York city and elsewhere in the United
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States, and whenever occasion offers they have the additional benefit afforded
by the facilities of our financial markets. German financiers followed the
lead of Great Britain as soon as the German merchant had firmly settled in the
Colonies. The Germans were greatly strengthened in their enterprise by the
formation of colonial banking syndicates. The leading banking institutions
of Hamburg, Berlin, Dresden, Frankfurt, Cologne, and Munich combined for
the purpose of establishing German banks abroad. These colonial banking
syndicates included : the Direction der Disconto Gesellschaft, of Berlin; the
Deutsche Bank, of Berlin ; the Norddeutsche Bank, of Hamburg; the Dresd-
ner Bank, of Dresden ; the Royal Seehandlung, of Berlin ; the Bank fuer
Handel und Industrie, ot Berlin ; the Handelsgesellschaft, of Berlin ; 8.
Bleichroeder, Mendelssohn & Co., Robert Warschauer & Co., of Berlin; M.
A. von Rothschild & Soehne, of Frankfort-on-the-Main, and other prominent
private bankers and joint-stock companies belonging to their group, better
known as the ‘‘ haute finance of Germany.” German export and import
trade has received an enormous stimulus since German colonial banks were
established. Thus, we find in Argentine, the Banco Aleman Transatlantico,
with its main office in Buenos Ayres ; in Brazil, the Brazilianische Bank
Juer Deutschland, with its seat in Rio de Janeiro ; in the Far East, the
Deutsch-Asiatische Bank, at Shanghai and Calcutta, and other prominent
trading centers ; on the South American West Coast, the Bank fuer Chile
und Deutschland, at Valparaiso. Similar German banking agencies are mak-
ing headway in Australia, South Africa, Mexico and in this country.

As a result of these colonial banking investments the Germans have pro-
fited in many ways by the expansion of their merchant marine, the tonnage
of which during the last thirty years has increased over 150 per cent. in the
international trade alone, not including their enormous coast trade. The
German trade with America, Africa, Australia, China, Japan and India, has
been growing continuously. During the last quarter of the century there has
been an increase of over 100 per cent. with the United States; with Mexico,.
Central and South America, over 300 per cent.; and with the Far East and
Australia, about 500 per cent.

The financial institutions of Germany, now covering all parts of the world,
have helped Germany in acquiring large railroad and mining concessions;.
they own and control important Egyptian and South African roads, several
Brazilian and Venezuelan lines, the Shantung Railroad in China, the Turkish
railways, which constitute the connecting link between the Bosporus and the
Persian Gulf.

1f the American railroad concessionaires in China had had the vigilant sup-
port of an American financial institution on the spot, sufficient interest would
have been taken to prevent the granting of railroad concessions encroaching
upon an exclusive right, theretofore held by Americans. The concession gran-
ted by the Chinese Government to Calvin Brice and others for the Hankow-
Canton line, which was surveyed in 1899 by Chief Engineer Wm. Barclay
Parsons, passes from its Southern terminus, Canton, through a rich, import-
ant and very populous section of the country. It ends at Hankow, a city
surrounded by an immensely rich iron and coal area. This important rail-
road line, known as the American Railway of China, begins on the south
coast and goes almost straight northwards through the heart of China, to the
Yangtze Kiang; from here the Belgians connect with their line, the American
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route ending in its course at Peking. While the Belgians now have their
eonnecting line to Peking about half finished, the Americans have not yet
begun building. However, the carrying tﬁrough of this great railroad scheme
is now fully secured; J. P. Morgan has given his strong financial support and
at the recent election of the board of directors of the American-Chinese Rail-
way, Chief Engineer Wm. Barclay Parsons was chosen president.

The consideration of railroad construction in China is financially import-
ant, because the banks established in the East possess great advantages in
the handling of financial business pertaining to these great enterprises. There
is no doubt that the foreign powers interested in carrying through the vari-
ous Chinese railroad concessions would have frequently encountered serious
obstacles if they had not been supported by their own banking institutions
in the East. The value of having such institutions at hand is demonstrated in
the case of the Manchurian Railway concession. As a condition to its construc-
tion, the Chinese Government had to deposit several million taels with the
Russo-Chinese Bank. Russia required this guaranty for the fulfillment of
the agreement by the Chinese to build the Manchurian Railway from the
Siberian frontier in connection with the Trans-Siberian continental line to
the southern borders of the Gulf of Pechili. The British Government has
its arrangements for the Yangtze Valley line, the fiscal agents being the
Hongkong and Shanghai Banking Corporation. The Deutsch-Asiatische
Bank represents the interest of the German Railroad concessions in Shantung
and elsewhere, while the American Railway interests must seek representa-
tion by foreign banking institutions. Of course the Banque de I'Indo-Chine,
which is intimately connected with the Comptoir National d’Escompte, of
Paris, represents the French railway interests for the extension of the lines
from the Tonkin frontier into Yunnan and Szechwan, the rich Hinterland of
China. But French banks have fostered international trade not only in the
Far East, but also in all other parts of their colonial activity. Among these
institutions are : the Crédit Lyonnais, with about 200 branches and agencies
in all parts of the world; then the Société Générale with over 300 branches in
France alone. Other French banks also have aided in a very remarkable
way the commercial and political progress of the French nation in the French
Colonies, especially in Algiers, Tunjs, Madagascar, Indo-China, as also in
many of the British possessions, in South America, Egypt and in the United
States.

THE PROFITS DERIVED FROM ORIENTAL BANKING.

Having considered the important inter-relations between the establishment
of colonial and foreign banking institutions and the development of trade
and commerce with the mother country, we now come to the question of the
vast financial possibilities in store for future colonial undertakings.

Most of the foreign banking institutions of the Far East have been work-
ing very profitably for many years. Among these the Hongkong and Shanghai
Banking Corporation is very noticeable. This company has its main office
in Hongkong and has branches and agencies in all the prominent trading
centers of China, Japan, the Philippines, the Straits Settlements, Java, India
and Burmah; also in London, Hamburg, Lyons, New York and San Fran-
cisco. Its capital fully paid amounts to 10,000,000 Mexican dollars and its
reserve fund, invested in consols and other sterling securities, bas accumu-
lated to 13,750,000 Mexican dollars out of business profits.
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It is interesting to show statistically the increase of the reserves of the
Hongkong and Shanghai Banking Corporation during the last ten years, as
well as the amount of the annual dividends paid and the occasional bonus
distributed among its shareholders.

Bonus dis-
Semi-ann Dividend
PERIOD ENDING. profits. Reserve fund. paid. tributed &2’.

$705, 300,000 £1, 108,

782,000 ’g'.mo,mo }
..... o0 1
1,117,000 1
1,141,000 1
186000 13
1.202,000 1.5
1,158,000 1,8
1,461,000 {. g
£.128,000 8,000,000 15
550,000 £:000.000 L6 L
4,015.000 10,000,000 1,10 £1
2,612,000 11,000,000 1,10 veee
2,155,000 11,500,000 1,10 10s.
2,477,000 12,000,000 1,10 cene
2,248.000 13,000,000 1,10 10
2,060,000 18,750,000 1.10 vee

* Figures not available.

The Hongkong and Shanghai Banking Corporation, whose business is

now so extensive and scattered over so many places, has grown to its present
importance through its management in the East by a personnel absolutely
familiar with the problems of Oriental commerce and finance, currency and
banking, politics and government business, as well as with the policies carried
on by the powers interested in China.
_ The statistical table of flgures above referred to shows that the reserve
fund of the bank has increased annually since 1893 at an astonishing rate.
The business of this bank was so profitable that is was able to make up (out
of its earnings) for the serious shrinkage of its capital, caused by the deterio-
ration in the price of silver. The directors have wisely invested their enormous
surplus and reserves, at present amounting to 13,750,000 Mexican dollars, in
consols and other sterling securities.

The semi-annual dividend, which up to June 30, 1894, amounted to £1 per
share, was raised to a semi-annual dividend of £1, §s. and, beginning with the
end of December, 1898, the Hongkong Bank distributed semi-annually a divi-
dend of £1, 10s.; in addition the shareholders also received during recent
years an annual bonus of from half a sovereign to one sovereign per share,
which shows a distribution among the shareholders during 1900 as follows:

Cénsidering a semi-annual dividend of £1, 10s. per share of 125 Mexican
dollars, gives per annum.... .
Plus the bonus for 1900.......

Or, in full, a dividend of.....ccccueerenes

the equivalent of which at 2 shillings per dollar is $35, Mexican, yielding a

dividend of twenty-eight per cent. on its capital, or about six per cent. per

annum upon the investment at the average quotation for 1900, which was at
a premium of 375 per cent.

Not only has the Hongkong and Shanghai Banking Corporation prospered

in such an astonishing way, but most of the other banks in the East have
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equally participated in the remarkable expansion of trade since the conclusion
of the Chinese-Japanese war of 1894. The Deutsch-Asiatische Bank of
Shanghai, with a full paid-up capital of 5,000,000 Shanghai taels, has distri-
buted for 1900 a dividend of seven per cent. The Chartered Bank of India,
Australia and China, has for years regularly maintained a dividend of tem
per cent. The Russo-Chinese Bank since its start on Chinese soil in 1895,
after abeorbing the interest of the Shanghai branch of the Comptoir National
d’Escompte of Paris, has also paid large dividends. The Yokohama Specie
Bank, another large financial institution of Japan, has kept pace with the
foreign banking institutions established in the East. It has paid annual
dividends at the rate of thirteen to fifteen per cent.

Such results could not be derived from the success of the regular business
transactions and the exchange operations alone which by the existing competi-
tion is carried on with small margins of profit. The large Government trans-
actions, continuously carried on between the foreign banks and the Oriental
Government, the floating of the Chinese-Japanese war indemnity loans and
the foreign debt which China and Japan incurred since 1894, the large com-
missions which the banks received from their Governments in the course of
their financial transactions, all of which was occasioned by the incidents of
the Boxer campaign, these and other business transactions have resulted in
securing handsome profits to all the banks largely interested in the East.
And there is no doubt that the scope of business and the expected future of
expansion of eastern trade give promise to the banks of an era of profitable
financial activity.

The Boxer troubles of 1900 stopped for a time the stream of foreign capi-
tal into China intended for the better development of its ilnmense natural re-
sources. But this stoppage is only temporary ; it is to be hoped that, with
the establishment of an American banking institution in the East with large
resources wisely distributed by a system of branches and agencies in the more
important trading centers of China, Japan and the Philippines, a decisive step
will have been taken for the entrance of large United States enterprises into
the successful fleld of Eastern business. A strong institution should be
reared, charged with the important financial transactionsof the United States
Government in the East. Such an institution will be able to stand side by
side with the older ones.

The import and export trade of China has increased during recent years
enormously, showing an advance of over 100 per cent. during the last decade.
‘The total foreign trade of China amounted to 214,251,961 Haikwan taels in
1890, and 460,533,286 Haikwan taels in 1900, which was brought about by the
opening of so many new treaty ports of which twenty-eight in all now foster
foreign trade. The commerce of Shanghai amounts annually to over 200,-
000,000 dollars (United States currency), and there is no doubt that a large
share of the business would be acquired by the American banking institution.
The American commerce with the Flowery Kingdom will receive a new stimu-
lus, and our business with the East, which has suffered of late according to
the reports of the Treasury Department, will revive. Imports into China
from the United States in 1900 amounted to 16,724,498 Haikwan taels, while
in the corresponding period of 1899 American goods valued at 22,288,745
Haikwan taels were imported into China. There was aremarkable falling off
of American drills, of which in 1899 China imported 1,626,107 pieces, while in
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1900 only 805,892 pieces were imported, showing a reduction of over fifty per

. cent., which seems to be accounted for by the lessened demand for heavy
American drills in those provinces of North China where the Boxer rebellion
bad raged. American sheetings showed & decline from 3,975,903 pieces im-
ported in 1899, to 2,312,494 pieces in 1900 ; American kerosene oil, which has
to compete with Baku and Sumatra oil, fell from 40,724,989 gallons in 1899 to
84,447,112 gallons in 1900. These are only temporary effects caused by the
troubles of 1900, and there is abundant hope that the present prospect of af-
fairs in China, as well as the increasing trade with Japan and the Philippines
will supply the means of securing, and saccessfully managing, American bank-
ing interests in the Far East.

CHINA'S INCREASING FOREIGN TRADE.

The official reports on the commerce and finance of the United States for
June, 1901, show that during the last twenty-five years the foreign commerce
of China has increased as follows :

Exportation from China in 1878 valued at, * Halkwan taels.....c......... 00,451,000
Exportation from China in 1899 valued at, Halkwan taels ves

Importation from China in 1878 valued at, Haikwan taels
Importation from China in 1899 valued at, Haikwan taels

The Imperial Maritime Customs of China, supplying the statistical figures,
does not give exact data, indicating the country whence the merchandise
originates, or is destined, but creditsthe trade to the country from which the
carrying ship clears. Therefore all the goods shipped from or to the United
States by the Canadian Pacific steamers are credited to the British Dominion
of Canada; goods from America going via London are entered as British
goods. The same is true with respect to the American goods carried in Ja-
panese, French and German ships—everything carried under foreign flags—
a.Eng minimizes considerably the statistics of trade of this country with the

€.

There is no doubt that it is the intention of the Eastern trading people to
buy more and more goods from the United States, and thisincreased purchas-
ing power goes along with the development of Oriental resources, combined
with a larger offering to us of their raw material and colonial products. It
will depend upon an American banking institution established in the East to
foster both sides of the Oriental trade, whereby it will make substantial mar-
ginal profits. Such an institution will be able to do the business directly in-
stead of doing the transactions over London and the Continent.

Banking business has undergone considerable change in recent years.
Formerly only Wall street private bankers did an international banking
business while the National and State banking institutions undertook only
local and internal financial transactions. This has changed. Consolida-
tion of several of the larger institutions have taken place ; strong and well
capitalized banking concerns have taken up, like their European confréres,
the fostering of the enormously increasing foreign trade of this country by
opening foreign exchange departments. But in order to advance American
interests in the best possible way, it seems desirable that the financial
energies of the nation be centered in some giant institution in the American
metropolis with competent branches stretching throughout the commer-
cial centers of the Union, to take care of the interior financial needs of the
ocountry. On the other hand an international institution, with appropriate
branches in the Colonies, will have to serve the national demand for the de-
velopment of our colonial and foreign interests.

* The present value of the Haikwan tael is about seventy cents, United States currency,
but to convert the value of the Haikwan tael of 1873 and the one of 1889, would give a mis-
leading idea, considering the enormous differences in value of the tael on account of the fall
in the price of silver from 1878 to 1809. It has also to be considered that the fall in the price
?}fh comm%dlglel‘a‘ from 1873 to 1899 is an element in calculating the growth of the commerce of

ina.—E. 8. F.



BANKING- LAW DEPARTMENT.

IMPORTANT LEGAL DECISIONS OF INTEREST TO BANKERS.

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

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

COLLECTIONS—DEFAULT OF CORRESPONDENT—DUTY TO INQUIRE AFTER
PAPER NOT HEARD FROM,
Court of Appeals of Kentucky, November 15, 1901.
SECOND NATIONAL BANK OF LOUISVILLE, KY., v& MERCHANTS' NATIONAL
BANK OF NEW ALBANY, IND. ,
‘Where a bank receives for collection paper payable at a distant point, it is only bound to-
exercise due care and diligence in the selection of an agent to which to transmit the
paper; and where it has done this it is not responsible for the default or negligence of
such agent.
But if such paper i8 not heard from within a reasonable time the transmitting bank should
make inquiry concerning the same ; and this duty is especially important in times of
financial uncertainty, or where there are circumstances which require prompt action.

This was an action by the Merchants’ National Bank of New Albany, Ind.,
against the Second National Bank of Louisville, Ky., to recover the amount
of certain notes alleged to have been lost by negligence of the defendant.
Judgment for plaintiff, and defendant appealed.

HoBSON, J.: The S8econd National Bank of Louisville made an agreement
with the Merchants’' National Bank of New Albany, Ind., by which, in con-
sideration of the New Albany bank depositing with it its surplus, it agreed to
pay three per cent. interest upon the daily balances in favor of the New Albany
bank, and also agreed to do the collecting of that bank without charge. After
this, on April 1, 1893, the Bedford Stone Quarries Company, a corporation
doing business at Bedford, Ind., executed its two negotiable notes to the New
Albany Manufacturing Company, a corporation doing business in New Albany,
Ind.—one for $652.07, due in thirty days, and the other for $650, due in
sixty days—both payable at the Bedford Bank, of Bedford, Ind. The New
Albany Manufacturing Company discounted the notes before maturity to
the Merchants’ National Bank, and the latter on April 22 sent the thirty-day
note, which matured May 4, to appellant by mail, for collection, and on May
13 sent it the other note in like manner. Appellant, on the same day that it
received the notes, sent them to the Bedford bank for collection. On June
6, 1893, the Bedford bank assigned for the benefit of its creditors; and so,
soon afterwards, did the Bedford Stone Quarries Company, the maker of the
two notes. On June 14 the two notes were returned to appellant unpaid and
unprotested, and were returned by it to the New Albany bank. On the next
day it returned them to appellant, claiming that diligence had not been used,
and that by the failure to protest them the indorser was released. The notes
were governed by the laws of Indiana, and thereby were placed on the foot-
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ing of foreign bills of exchange. The indorser was therefore released, and,
the maker being insolvent, it was insisted by the New Albany bank that
appellant was liable to it for the amount of the notes. The court below
adjudged in favor of the New Albany bank.

That the Bedford bank was negligent, and that it is primarily liable for
the loss, is admitted; but appellant is not liable for the neglect of its corre-
spondent. In Bank vs. Newland (97 Ky. 464) this Court said:

‘‘ When a customer deposits with a bank a note, bill of exchange, certifi-
cate of deposit, check, ete., for collection at a point distant from the location
of the bank, he must know the bank cannot send one of its officers or agents
to such point to make the collection. He is presumed to know the method
employed by banks in making such collections. He knows that the bank
must select some other bank or agency to aid in accomplishing the undertak-
ing imposed on it. He has made the bank his agent for that purpose. He
has employed the bank to do, through its method of making collection, that
which would cost him much time and money to do himself. #When he so
engages the bank, and makes it his agent to make the collection, he does so
with the implied understanding tbat the bank will follow the customary
method in making such collections, which necessitates the selection of agents
or correspondents at other points to carry out the undertaking; and the bank
can only be held responsible for the exercise of due care and diligence in
making such selection.”

The evidence in this case shows very conclusively that the Bedford bank
was regarded as solvent, and appellant cannot be held liable for negligence in
the selection of the agent. But there are other facts shown by the proof.
The notes were both signed thus: ‘‘Bedford Stone Quarries Company, by
W. C. Winstandley, Secretary and Treasurer.” W. C. Windstandley was also
the Cashier of the Bedford bank, and appellant knew this. By the course of
business between the two banks, if a note was collected the amount was
immediately remitted by the Bedford bank to the appellant. When the note
matured on May 4, and nothing was heard from it, appellant should have
ascertained the cause, and in a reasonable time thereafter have given notice
to the New Albany bank of the situnation. Notwithstanding this, on May 13
it forwarded to the Bedford bank the other note, and took no steps, so far as
appears with any certainty, until June 7, when in response to a letter from
appellee a tracer was sent; and after this, on June 14, the notes were returned
by the Bedford bank, with the statement that they had not been protested
because the maker expected to pay them from day to day. The New Albany
bank had no notice of the state of affairs until June 14, or eight days after
the Bedford bank had failed, and only twenty days before the Stone Quarries
Company failed.

At the time of the transaction a great panic was on the verge of sweeping
over the country, and business men everywhere were on the alert. The bank
that collects for its correspondent must use due diligence; and, while it was
not negligence to send the notes to the bank of which Winstandley was
Cashier, although he filled the position of secretary and treasurer in the
Quarries Company, still, when the notes were not paid or protested acoord-
ing to the usual course of business, the exercise of ordinary care was required
of appellant, to learn what the trouble was and apprise its customer of it,
especially under the existing conditions in the financial world.
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In Shipeey vs. Bank (59 N. Y. 485) the plaintiff deposited a check drawn
by another upon a bank at Portchester with the defendant for collection,
who forwarded it by mail on the same day. It should have reached Portchester
on the 3d, and an answer on that day would have reached the defendant on
the 4th. The check was lost. The defendant did not discover the loes until
the 16th, and on the 18th it notified the plaintiff. The drawer failed on the
20th, and before another check could be forwarded. The defendant was
held liable for the loss, in not discovering and notifying the plaintiff sooner
of the loss of the check.

In First Nat. Bank of Trinidad vs. First Nat. Bank of Denver (4 Dill, 290,
Fed. Cas. No. 4,810), the check was sent for collection on January 10, and
remained good until January 29; but the defendant made no inquiries until
February 9, and gave the plaintiff no notice of the non-payment of the draft
until February 11. The bank was held responsible, Judge Dillon saying that
the decisions in England and in this country are uniform that such delay to
make inquiry and omission to notify the party interested imposed a liability
for the loss. (See, also, 3 Am. & Eng. Enc. Law [2d Ed.] p. 805, and cases
cited.)

These authorities seem to us conclusive of the case before us. It was the
duty of appellant to use reasonable skill and diligence in protecting the inter-
ests of its depositor, and, in determining whether it did this, we must look to
all the circumstances of the case. It was a time of great financial stress.
‘Windstandley, whose duty it was, as Cashier of the Bedford bank, to eollect
the note, was the treasurer of the stone company, and therefore the person
whoee duty it was to pay it. The sum of the matter was that Winstandley
was to collect the note from himself. While a bank, in forwarding paper for
collection to its correspondent, is not required to inquire who its officers are,
before sending the paper, when it does actually know that the Cashier is to
collect the note from himself, and the paper is not paid or heard from after
maturity, in a time of financial pressure, inquiry should be made by it
promptly, and notice given the depositor without unreasonable delay. On
May 5 appellant should have received either the money or notice of protest
of the first note. It was grosesly negligent if it made no inquiries before the
13th, and, if it made such inquiries, it was equally negligent to forward the-
second note to the Bedford bank without an answer to its tracer. For it was
bound to know that the indorser on the first note had been released, and it
should have taken reasonable steps to protect the interest of appellee.

[The remainder of the opinion discusses questions not of interest here.]

CASHIER—AUTHORITY TO S8UE ON NOTES OWNED BY BANK.,
Supreme Court of Michigan, November 4, 1901.
BATTERSBEE V8. CALKINS.
The Cashier of a bank may maintain an action on a note held by the bank without express
proof of authority.

This was an action upon a promissory note payable to the order of Myers
& Co.

The note was sold before maturity to the Citizens’ Savings Bank of Detroit,
under circumstances which admittedly made the bank a bona fide purchaser.
It was sold to this bank by E. F. Bacon, the attorney of Myers & Co., to
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whom it had been sent for collection. It does mot appear whether or not
Myers & Co. directed such sale. Bacon indorsed the note before sale in
blank, as Myers & Co. had previously done. The note went to protest for
mon-payment, and subsequently it was indorsed to ‘‘ any bank or order,” over
the signature of the Citizens’ S8avings Bank, and transferred to the State Bank
-of Croswell, which sent to the Citizens’ S8avings Bank its check for the amount
due upon the note. The plaintiff is the Cashier of the Croswell bank, and
testifled that he is not the owner of the note, having brought this action for
the benefit of the bank.

HOOKER, J. (omitting part of the opinion): We are of the opinion, how-
-ever, that the court erred in his instruction upon the subject of plaintiff’s
-ownership. The plaintiff was trying his case upon the theory that the bank
-owned the note. If it did not own it, it was lawful for it to permit suit to be
brought upon it in the name of another, and, the note being indorsed in
blank, the possession was presumptive evidence of ownership by the plaintiff.
Furthermore, the plaintiff was the Cashier of the bank, and presumptively
-authorized to represent the bank in the collection of its paper. Whether the
bank owned this paper, or held it as agent for Myers & Co., there was no testi-
mony in the case tending to overcome the presumption that the plaintiff was
entitled to bring an action upon the note. He had a presumptive title. He
-was Cashier, and represented the bank in whatever capacity the bank acted
(Boyd vs. Corbitt, 37 Mich. 52; Moore vs. Hall, 48 Mich. 143; Coy vs. 8tiner,
53 Mich. 42); and, if it did not act at all in the premises, there is nothing to
.show that plaintiff was not authorized to collect the note for whoever owned it.

STOCKHOLDER—LIABILITY—WISCONSIN STATUTE.
8upreme Court of Wisoonsin, November 5. 1901.
GAGESR, et al. vs. PAUL, et al.

Under the provision of the Wisconsin statute, that any person holding stock in any bank
who shall sell or assign his stock shall be held, for six months after such sale, liable to
the amount of such stock for all debts of such bank existing at the time of such sale or
assignment, the liability is limited to those who are creditors at the time of such transfer,

_The action must be commenced against the ex-stockholder within six months after the
transfer.

'While it may be that a banking corporation may bind itself by an agreement with the sub-
scribers for its stock to accept anything in full payment for the stock so that it could
recover nothing more, such contract may be attacked by subsequent creditors, and if
fraudulent as to them, they may demand its repudiation and payment by the stock-
holders as if it had never been made.

DoODGE, J.: (omitting part of the opinion): This appeal presents a few of
the very numerous questions that are liable to arise for solution by the courts
in working out the policy of the general closing-up action upon insolvency of
corporations, especially of banking ocorporations whose stockholders are
-.chargeable with the so-called additional statutory liability for the par value
of their stock. The recoveries here sought are of three classes: (1) The
statutory liability above mentioned; (2) the liability of a stockholder for the
amount of his stock subscription where, by reason of contract with the cor-
poration, it has not been paid for in full, either in money or its equivalent;
.and (3) the liability of a stockholder for dividends received by him practically
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out of the capital of the corporation—that is, paid and received at a time
when there were no earnings or profits out of which they could be paid.
8ome of these questions are further involved by the pecullar circumstance
that the action is against a residuary legatee of a stockholder, brought after
the completed settlement of his estate.

1. Statutory Liability. This rests upon two sections of the banking act,
now included as subdivisions under section 2024, Revised Statutes, 1898,
These are subsections 47 and 16. Subsection 47 provides: ‘‘The stockhold-
ers in every corporation or association organized under the provisions of this
act shall be individually responsible to the amount of their respective share
or shares of stock for all its indebtedness and liabilities of every kind.” Sub-
section 16 provides that ‘‘ each and every person owning or holding stock in
any bank or banking association who shall sell, transfer or assign his stock
*+ * * ghall’be held and remain for the term of six months from and after
such sale * * * personally liable to the amount of the stock so as afore-
said sold * * * for the payment of all debts and liabilities of such bank
or banking association existing at the time of such sale, transfer or assign-
ment.” That appellant’s testator was a stockholder, and that the stock re-
mained in his estate, and the property in trust of his executors, until May 6,
1897, and was then transferred, is conceded; also, that this action was com-
menced under sections 3218, 3219, Id., by Marsden as a*stockholder merely on
October 19, that his complaint was amended so as to allege that he was also
a creditor on November 8, and that further amendment joining Rebecca Mor-
gan as a party defendant and service of summons upon her occurred March
11, 1898.

It is contended on the one hand that no suit can be maintained on this
liability if it had expired by the statutory six-months’ limitation before the
commencement of the action, and that the action was not commenced against
the party sought to be charged until after that period had expired. On the
other hand, it is contended that the general action, which might involve the
enforcement of this liability, having been commenced on October 19, within
six months after the transfer of 1. P. Morgan’s stock, the creditors are en-
titled to hold the estate of I. P. Morgan, and, that having been distributed,
to hold the residuary legatee, Rebecca Morgan, and, she having since died, to
hold her administrator.

The maintenance of such an action as this in the circuit court against the
estate of the deceased person, instead of the presentation of claim in the
county court against that estate, has already received adequate discussion
and decision in Gianella vs. Bigelow, 96 Wis. 185, and we entertain no doubt
that the rights of recovery of this liability are the same against the appellant
as they would have been against 1. P. Morgan if living. We must therefore
proceed to consider the force of our statutes above mentioned.

Subseection 16 differs radically from the provisions on the same general
subject in other States, and there are cited to us no decisions from other
States helpful upon its construction. Some statutes with more or less clear-
ness extend the liability of a transferrer, not to the then creditors for a term
of six months, but to all who shall become creditors within a term of six
months; thus warranting a construction to the effect that the class to whom
liability shall exist only is limited by that term, and the liability, having
arisen, may be enforced when the creditors choose, subject, only, to the gen-
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eral limitations upon actions. Such construction is clearly excluded by our
statute. The liability is limited to those who are creditors at the time of the
transfer, and, if that liability were intended to be enforceable at any time
within the ordinary period for bringing actions, the clause ‘¢ for a term of six
months ” would be meaningless. That clause can have but one significance,
and that its obvious one—namely, that at any moment within the specified
period there exists a liability from the transferring stockholder to each and
all of the deflned class of creditors on which suit can be brought (the form of
such suit needing to be in compliance with the holding of this court from
Coleman vs. White, 14 Wis. 700, 80 Am. Dec. 797, to Bank vs. Benson, 106
Wis. 624), and that after such six months he is not liable at all.

Hence the only reasonable construction seems to be that, if a suit is com-
menced while that liability exists, the creditors are entitled to recover, but,
after such liability has expired, no action can be maintained or serve to re-
vive it. It being essential, then, that the action be commenced against the
ex-stockholder within six months after the transfer, we must consider what
constitutes such commencement. The liability thus imposed is a personal
and separate one of each stockholder, and while, for convenience, it can be-
properly ascertained and enforced only in an action which brings before the
court all creditors and all stockholders upon whom the liability is to be flxed.
and among whom it is to be adjusted, yet in ultimate analysis it is a direct,.
personal and legal liability of the individual. That it cannot be adjudicated.
and enforced against him without making him a party to the action is at least
inferentially decided in Finney vs. Guy, 106 Wis. 256. In that case a con-
trary doctrine, suggested by the Minnesota court in Harper vs. Carroll, 62
Minn, 152, 64 N. W. 145, which is now urged upon us by the respondent, was.
repudiated. The necessity that the stockholder shall have been brought be-
fore the court by service of process as fully and completely as in any other ac-
tion against him, is recognized and certainly intimated by all our decisions on
the subject, among which Foster vs. Posson, 105 Wis. 99, Finney vs. Guy,.
supra, and Bank vs. Benson, supra, may be mentioned.

It must not be forgotten that, while proceedings in equity to close up a
banking corporation may include recovery of stockholders’ statutory liability,
they equally may not; for assets of the corporation or other liabilities to-
creditors, equitably prior to this, may satisfy all creditors. It is therefore an
unwarranted presumption that an action seeking to enforce some of the rights.
of creditors is necessarily one to enforce all. (Gager vs. Marsden, 101 Wis,
598, 603.) The only safe course, which, while protecting diligent creditors,
still gives full protection of this statute to stockholders, is to construe these-
actions like others—measure the cause of action by the complaint, and deem
them commenced against any defendant when, and only when, any other-
would be so deemed. On this subject section 4239, Revised Statutes 1898,
fixes the service of summons as the commencement of an action, except for:
cases where a diligent attempt to make service may suffice, under section
4240. This statute would seem sufficiently unambiguous to conclude the
question. It is, however, confirmed by the holding in Levy vs. Wilcox, 96-
Wis. 127, that, however necessary a party may be to the general purpose of
an action, it is not commenced against him until he is actually and by name-
brought in. The conclusion seems irresistible that no suit was commenced
to enforce the liability of I. P. Morgan’s estate until March 11, 1898, some-



BANKING LAW, ‘ 88

four months after that liability had expired, and that, consequently, judg-
ment therefor against the administrator of his residuary legatee is erroneous.

2. Stock Subscription Liability. It appeared and was found by the court
that I. P. Morgan, in 1880 and 1885, received certificates of stock, purporting
to be full-paid, for $1,000 par value, for which he in fact paid into the capital
of the bank but $300. It quite clearly appears, however, that this was by
contract between him and the corporation that he should not be under obli-
gation to pay anything more. That contract is evidenced by the action of
the corporation in 1885, when by resolution it attempted to pay for said stock
with assets of the corporation, treated and declared as profits, but which
were not profits. There can be no doubt whatever that, as between cred-
itors and a stock subscriber, the latter is liable to make good any known or
fraudulent deficit between the amount paid by him and the face value of his
stock; but the first question is whether, under such circumstances as here
presented, this is a liability to the corporation, or a liability enforceable only
by the creditors, in derogation of the contract between the corporation and
its stockholders, a8 a fraud upon them. If the former, it might perhaps be
barred by statutes of limitation, or lost by failure to present in county court
against the estate of I. P. Morgan. If the latter, no such defense could be
urged. Respondent has discussed the situation and appellant cited authori-
ties as if the attempt here were to collect upon an actual contract to pay par
value for subecribed stock, and as if the transfer to W. H. Morgan were of
concededly part-paid stock. In that respect they are clearly wrong. As be-
tween the corporation and 1. P. Morgan there was never anything due for
these two shares of stock, certainly after 1885. As between it and a trans-
feree for full value, relying on the certificate of full payment, no recovery
could be had, though perhaps as to either the corporation might defensively
raise the shield of our statute (section 1753, Rev. 8t. 1898) declaring such
stock void. (Land Co. vs. Parker, 111 Wis. 1.)

The corporation could bind itself to accept anything in full payment for
stock, so that it could recover nothing more. (Wells vs. Canal Co. 90 Wis.
442, 452; Gilman vs. Gross, 97 Wis, 224, 227; 2 Beach, Priv. Corp. §§ 559, 561.)

But any such contract between corporation and stockholders may be at-
tacked by subsequent creditors, and, if fraudulent as to them, they may de-
mand its repudiation and payment by the stockholders as if it had never been
made. (Gogebic Inv. Co. vs. Iron Chief Min. Co. 78 Wis. 427.)

‘While by legal fiction it is said that in such proceeding the creditors re-
cover in the right of the corporation, it is still true that they enforce rights
which the corporation did not have, and are not precluded from their suit by
statutes of limitation, nor by other omissions of the corporation to proceed
against the stockholder.

NOTES GIVEN TO BANK FOR ITS ACCOMMODATION—DEFENRSES.
Supreme Court of Missouri, Division No. 1, Nov. 18, 1801.
CHICAGO TITLE AND TRUST COMPANY vs. BRADY.
Where notes have been delivered to a bank without consideration, that they may be
used to apparently swell the assets of the bank, the maker may, if sued by the bank thereon,
interpose the defense that they were given merely for accommodation.

The same defense may be interposed where suit is brought on the notes by a Receiver of
the bank.
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This was an action by the plaintiff, as Receiver of the Globe Savings Bank
of (}hioa.go, upon six promissory notes—one for $5,000, one for $4,200 and
four for $700 each—executed by the defendant, and delivered to said bank,
and which were found by the Receiver among the assets of the bank.
The answer of the defendant admitted the execution and delivery of the
notes to the bank, and set up as a defense that they were 8o executed and
delivered without any consideration, for its acocommodation.

BRACE, P. J. (omitting part of the opinion):

This brings us to the main contention of appellant’s counsel, which seems
to be that, although it appears from the evidence that all of these notes were
executed and delivered to the bank for its accommnodation, they had never
been negotiated by the bank, or been out of its control or possession, but
<came into the hands of the Receiver with the other assets of the bank. Yet,
.as it also appeared from the evidence of the defendant himself that the pur-
pose for which they were 8o executed and delivered was simply to swell the
:apparent assets of the bank, whereby the State bank examiners and others
‘might be deceived as to the condition of the bank, the court erred in holding
by its instruction that the plaintiff, ‘‘ as Receiver of the Globe Savings Bank,
‘was in no better position than the bank itself”; and the argument in support
-of this contention seems to go to the length of maintaining that the court,
upon this evidence, erred in holding that, as against the Receiver, the defense
set up in the answer could be maintained.

* * * * * * * * * *

It is upon this evidence that counsel for appellant base their contention
that the defense in this action should not have been maintained. We find
nothing in it even tending to prove that the notes sued on were not accom-
modation paper. Being such, they were without consideration, which is
always a defense to a suit upon such paper between the immediate parties.
(1 Am. & Eng. Enc. Law, 850.) ‘‘The appointment of a Receiver does not
have the effect of changing any rights of action, or of changing the contract
relations existing between the original parties against whom the Receiver is
appointed, and their debtors. A Receiver, therefore, cannot maintain an ac-
tion upon a note or obligation running to the original party which he himself
could not have maintained. * * * For the purpose of actions and suits
connected with their receivership, receivers occupy substantially the same
relation which was occupied by the original parties against whom or over
whose estate they were appointed. Any defense, therefore, which defendant
might have made to an action brought by the original party in interest is
equally available, and may be made with the like effect. when the action is -
instituted by his Receiver.” (High, Rec. [3d Ed.] §§ 204, 205; Smith, Reec. §
70; Cox vs. Volkert, 86 Mo. 505.)

As the defense would have been good if no Receiver had been appointed
and the suit on the notes had been brought by the bank, so it must be held
to be good against the action of the Receiver. The fact that the effect of
giving these notes was to swell the apparent assets of the bank, and that such
was the purpose of giving them, and that thereby the bank examiner, credi-
tors and stockholders of the bank may have been deceived as to its condition,
in no way changes the relation or rights of the parties. Accommodation pa-
per is simply a loan of credit by the person making it to the person to whom
it is given, and its necessary effect is to swell the apparent assets of the latter
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to the eyes of any one to whom it is exhibited; but, unless it is negotiated,
such person can acquire no right of action thereon by reason of that fact, nor
does it supply a consideration for the paper.

As was said in Bank vs. Robinson, 24 Me., loc. c¢it. 277, 41 Am. Dec. 387:
“If the doctrine were admitted that the probability of loss or injury which
the creditors or stockholders of a corporation might sustain by its taking a
note and making a false exhibit of its funds constituted a sufficient consider-
ation for it, it would be difficult for any one to avoid his eontract with a eor-
poration by proof of a want or a failure of consideration. It would not be
difficult in many cases for the corporation to prove that such contract had
been exhibited as constituting a part of its assets, and that debts had been
eontracted with those who relied upon sach assets as a means of payment, or
that its stock had been sold, and dividends declared upon it, on the faith that
such contract constituted a part of its assets. But a more conclusive answer
is that there must be a consideration at the time of making the contract, and
that no injurious consequences to the parties or to others which may after-
ward happen from their having made it can constitute a legal consideration.”
It is undoubtedly true that the Receiver of a corporation, being not only its
representative, but also a trustee of its assets for the benefit of its creditors
and stockholders, may repudiate the fraudulent and illegal contracts of the
corporation whereby those assets have been impaired, diminished, or misap-
propriated, and maintain actions in many instances when such actions could
not be maintained by the corporation itself; and this is the character of cases
cited by appellant’s counsel in support of their contention, but such is not
the character of this case. The contract here is a lawful one. Accommoda-
tion paper is not frandulent or unlawful by reason of the fact that it swells
the apparent assets of the person to whom it is given, and that others there-
by may be deceived as to the financial condition of such person; and the Re-
ceiver in this instance is not repudiating the contract of the bank with the
defendant, but is seeking to enforceit. In doing so he necessarily stands in
the shoes of the bank, with the same rights, no more and no less; and the de-
fense of failure of consideration is just as good against him as it would have
been against the bank had no Receiver been appointed and the suit been
brought by the bank. There was ample evidence to sustain the defense, and
the verdict of the jury thereon is eonclusive. Finding no reversible error,
the judgment of the circuit court is affirmed.

EMBEZZLEMENT BY NATIONAL BANK OFFICER—INTENT TO DEFRAUD.
United States Circuit Court of Appeals, S8ixth Circuit, November 11, 1801.
MCKNIGHT vs. UNITED STATES.

An intent to defraud or injure the bank is an essential ingredient of every offense specified
in section 5,200 Rev. Stat. U. 8., and this applies to embezzlement as well as to the

other acts enumerated in such section.

In error to the District Court of the United States for the District of
Kentucky.

DAY, Circuit Judge : This case, upon a former writ of error, was before
this court at its October term, 1899, and is reported in 38 C. C. A. 115, 97
Fed. 208. At the second trial of the case the plaintiff in error was convicted
upon two counts, numbered 39 in the indictment in case No. 5,782, and 2 in
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indictment in case No. 5,783. These counts severally charge McKnight with
embezzlement of the fundsof a bank. Upon the trial the court was requested
to charge the jury that the defendant could not be found guilty unless the
jury believed that the acts of embezzlement were committed with the fraud-
ulent intent charged in the indictment. In both the counts under consider-
ation the embezzlements were charged to be with the intent to injure and de-
fraud the bank, in this respect using the language of section 5,209, Rev. St.
U. 8. deflning the offense. The court, however, refused so to do, being of
the opinion that the language of the statute requiring the criminal acts to be
done with intent to injure or defraud the association did not apply to the
offense of embezzlement.

This section (5,209) undertakes to provide, in the first instance, for the
acts of certain officers of the association—President, director, Cashier, teller,
clerk, or agent—whose acts are made criminal by the section. These acts are
defined to include embezzlement, abstraction or willful misapplication of the
moneys, funds or credits of the association, or, without authority from the
directors, issuing or putting in circulation the notes of the association, or,
without such authority, issuing or putting forth any certificate of deposit, or
drawing any order or bill of exchange, making any acceptance, assigning any
note, bond, draft, bill of exchange, mortgage, judgment, or decree, or mak-
ing any false entry in any book, report, or statement to the association, with
intent, in either case, to injure or defraud.the association, etc. ‘' In either
case,” obviously includes all or any of the acts which have been previously
denounced as criminal when done by one of the officers named, and one of
them is embezzlement of the moneys, funds, or credits of the association.
These acts are criminal only when done with the intent which the statute has
made an essential element of the offense. This is the natural interpretation
of the language used, and has been the uniform holding of the courts of the
United States, in construing this section, so far as we are advised. (U. 8. vs
- Britton, 107 U. 8. 655, 2 Sup. Ct. 512, 27 L. Ed. 520), in which case the su-
preme court said that the intention to injure and defraud is an essential in-
gredient to every offense specified in the section, and the failure to aver the
intent is a fatal defect in the counts in which it occurs. To the same general
effect are Evans vs. U. S. 1563 U. 8. 584, 14 Sup. Ct. 934, 38 L. Ed. 830; Ag-
new vs. U. 8. 165 U. 8. 36, 17 Sup. Ct. 235, 41 L. Ed. 624; U. 8. vs. North-
way, 120 U. 8. 326, 7 Sup. Ct. 580, 30 L. Ed. 664; U. 8. vs. Harper (C. C.) 83
Fed. 471; U. 8. vs. Youtsey (C. C.) 91 Fed. 864.

It is true that the court defined ‘‘ embezzlement ” as the fraudulent ap-
propriation by an officer of a National bank of the funds of the bank which
had been committed to his custody and care, and further told the jury that
it must appear that McKnight fraudulently appropriated the money to his-
own use, in the one instance in order to bribe Britt and Reeder, and in the
other to his own use as charged in the two counts of the indictment upon
which the accused was being tried. It may be fairly argued that the frand-
ulent appropriation of the money of the bank intrusted to his charge would
include the intent to injure or defraud the bank, to be inferred from such
fraudulent appropriation of trust funds. In the same connection the court
told the jury that, if the intent charged was necessary to be proved, the jury
would be authorized to conclude that it was present from the fraudulent act
of misappropriation of the money which constituted embezzlement. But,
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when the attention of the court was directly called to the necessity of prov-
ing the intention to injure or defraud the bank in order to work a conviction,
the jury was told that it was merely surplusage to allege in the indictment
that the appropriation of the money was with intent to injure or defraud the
association, and more than once the jury was told that it was unnecessary to
allege or prove that the misappropriations in question were with intent to in-
jure or defraud the bank. This charge negatives the inference that such in-
tent is included in the fraudulent misappropriations which the court told the
jury would constitute the crime. Undoubtedly the intent to injure or defraud
may be inferred where such is the natural consequence of doing the prohib-
ited act; for the law properly concludes, in the absence of circumstances
negativing the inference, that one intends the natural consequences of his
acts knowingly and intentionally done. But this rule, while it may suffice to
define the measure of proof required to establish such wrongful intent, does
not dispense with the necessity of proving its existence, where, as in the pres-
ent case, it is made an essential element of the crime. Thestatute only makes
the acts of the officers therein named criminal when done with the specific in-
tent named. In charging the jury that the accused could be convicted with-
out proof of the intent to injure or defraud, the court failed to give a proper
eonstruction to the terms of the statute, and permitted a conviction without
proof of an element of the offense as defined in the statute. This conclusion
renders it unnecessary to examine the other errors assigned.
It follows that the judgment must be reversed, and a new trial awarded.

COUNTERFEITING OF BANK NOTES.
United States District Court, District of Oregon, November 7, 1901.
UNITED STATES vs. CONNERS.

Notes issued by a State bank are not obligations issued under authority of the United States
within the meaning of 8ec. 5430 Rev. 8tat. U. 8., and counterfeiting the same is not an
offense within the meaning of that section.

BELLINGER, District Judge: This is an application by the United States
for an order for the removal of Harry Conners, alias Harry Conway, to the
Northern District of California, on an indictment charging the defendant with
feloniously having in his possession, without authority of the Secretary of the
Treasury or other proper officer of the United States, two obligations and se-
curities, each of which was engraved and printed after the similitude of an
obligation and security issued under the authority of the United States, and
which were as follows : One obligation and security purporting to be an obli-
gation and security issued by the State Bank at New Brunswick, in the State
of New Jersey, of the denomination of $2, and payable to bearer on demand;
and one obligation and security purporting to be an obligation and security
issued by the State Bank of New Brunswick, in the State of New Jersey, of
the denomination of §5, and payable to bearer on demand.

It is further charged that the defendaut well knew said obligations not to
be lawful and genuine, and that he intended to sell or otherwise use the same
to defraud some person or persons to the grand jury unknown.

A second and third count in the indictment charges the defendant with
having sold to a Mrs. Burdick and to a Mrs. Wassman notes of said State
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Bank of New Brunswick, in the State of New Jersey, for the purpose of de-

frauding such purchasers.

The question as to whether these facts constitute a crime under the laws
of the United States was recently considered by me upon a presentment made
by the grand jury in the case of F. W. Burk. My conclusion was that these
facts do not constitute a crime against the United States, and I so instructed
the grand jury. The question is free from doubt. The bills described in this
indictment are not in the similitude of any obligation issued by the United
States, and the statement in the indictment that they are so does not coun-
tervail the facts alleged, which show the contrary.

These bills are described asnotes and obligations issued by the State Bank
of New Brunswick, in the State of New Jersey. They do not purport on
their face to be oblightions of the United States, but something altogether
different.

The petition for removal is not resisted by the defendant, and the sugges-
tion was made in the application that the order prayed for in the petition was
agreeable to his wishes. But this can make no difference. There can be no
order of removal upon consent of the party whose removal is sought, where
the facts charged in the indictment do not constitute a crime.

The petition is denied.
COLLECTIONS—FAILURE TO PROTEST—CORRECTION OF ACCOUNTS.
Court of Appeals of Kentucky, October 29, 1801.

LOUISVILLE BANKING COMPANY vs. ASHER.

In Kentucky presentment and notice of dishonor are not required in order to hold the indor-
sers on & promissory note, which is not discounted at the bank at which it is payable,
or at some bank in that State incorporated under its laws, or under the laws of the
United States.

Where presentment and notice of dishonor are not required in order to charge an indorser
a collecting bank is not liable for failure to make demand and give notice.

If the indorsers discharged by the negligence of the collecting bank are insolvent, the latter
is not liable for the face value of the paper, but only for the actual loss sustained by the
holder of the paper, which in such case would be only a nominal sum.

In Kentucky accounts settled between banks may be opened for mistake, even though the
mistake is one of law.

This was an action by the Louisville Banking Company against the Union
National Bank of Louisville, Ky., and others praying that defendants be
required to interplead for the purpose of determining the right to a fund held
by the plaintiff, and to enforce a banker’s lien on such fund.

HoBsoN, J.: The Louisville Banking Company and the Pineville Bank-
ing Company were correspondents for each other. The Pineville Banking
Company made an assignment on July 28, 1893, to appellee T. J. Asher for
the benefit of all its creditors, being then hopelessly insolvent. As shown by
the books of the Louisville Banking Company, the Pineville Banking Com-
pany had then to its credit with it §1,370.42. As shown by the books of the
Pineville Banking Company, this balance was $4,928.83. But this omitted a
credit of $500 which should have been entered, so that, as shown by these
books as corrected, the balance was $4,428.83. This litigation involves a set-
tlement of these accounts. On February 28, 1890, five notes were executed
by different persons to P. Barry, due six months after date, negotiable and
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payable at the Pineville Banking Company, aggregating in all $2,168.28.
Barry discounted these notes to the Citizens’ National Bank of Cincinnati,
and on August 15, 1890, that bank sent them to the Louisville Banking Com-
pany for collection, marked ‘‘Protestable.” On August 19 the Louisville
Banking Company sent them to the Pineville Banking Company, its corre-
spondent, at which they were payable. The notes matured ten days later,
and were neither collected nor protested for non-payment by the Pineville
Banking Company, but were sent back by it to the Louisville Company with-
out explanation. It returned them to the Cincinnati bank. The Cincinnati
bank sent them back to the Louisville Banking Company, demanding the
money on them, upon the ground that it was responsible for the negligence of
its correspondent, the Pineville Banking Company, in not protesting the
notes. The Louisville Banking Company then wrote the Pineville Banking
Company, returning the notes to it, and demanded that it should pay the
money.

The Pineville bank claimed that the notes were sent to it marked ‘‘No
protest,” and again returned them to the Louisville Banking Company. This
was on September 11. On September 12 it wrote the Pineville bank this:
‘“Yours of 11th returning notes received. In order that we may fit the
responsibility upon the right one in this office, will you kindly return for our *
inspection our instructions not to protest the notes? Our letter book shows
that they were sent protestable.” On the 13th the Pineville bank replied
that it had not preserved the letter, and was sorry it could not produce it.
Some other correspondence ensued, and on October 6 the Pineville bank
wrote, in answer to a letter received by it in regard to the matter, stating that
it would have its Mr. Fish call and see the Louisville Banking Company dur-
ing the week. On the 8th that bank replied thus: ¢‘‘Our Cincinnati corre-
spondent from whom we received the items is whooping us up pretty lively.
There is nothing left for us to do but to credit their account with proceeds of
their collections, and, while we regret it sincerely, we shall be compelled to
look to you in like manner.”

In answer to this letter on October 10 the Pineville bank again wrote that
Mr. Fish would call and investigate the matter, and, after stating that Fish,
who attended to the notes, understood they were sent without protest, added:
‘“We certainly don’t want you to have any trouble about these items, and
will fully see that they are properly adjusted at once.” On October 20 the
Loaisville bank wrote again, inclosing a letter from the Cincinnati bank insist~
ing that the matter be adjusted, and repeated this again in a letter of Octo-
ber 24.

No further correspondence appears in the record until November 20, 1890,
when the Louisville bank wrote as follows: ‘‘Enclosed herewith you will
find the five notes which have been charged to your account, as the Cashier
wrote you yesterday. We regret the circumstances that force us to do this,
but can’t help it.” On the same day the Louisville Banking Company charged
the amount of the notes to the account of the Pineville Banking Company,
and credited the Cincinnati bank by the amount, and it was checked out by
that bank. The Louisville Banking Company at the end of the month of
Noveriber sent the Pineville bank a statement of its account, and received
from it this in substance: ‘‘Your statement of account for November, 1890,
is correct.” This statement showed the charge of the $2,168.28. Similar
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statements and acknowledgments were made at the close of each month from
that time until the Pineville bank failed, on June 28, 1893. But the Pineville
Banking Company did not credit the Louisville Banking Company on its
books with the amount. The Louisville Banking Company did not know
this, and seems to have acted on the idea that the matter was settled, until
this controversy arose. The evidence shows that the notes were sent to the
Pineville Banking Company marked for protest, and we think the circum-
stances warrant the conclusion that the Pineville bank realized that a mistake
had been made by its man in not protesting the notes.

It is earnestly insisted for appellant that after the numerous statements
sent, and acknowledged to be correct, the account was stated, and the balance
shown by the statements is conclusive between the parties. We think, under
the evidence, it should be regarded as an account stated. (Henderson Cotton
Mfg. Co. vs. Lowell Machine Shops, 86 Ky. 668, Union Bank vs. Planters’
Bank, 31 Am. Dec. 118.) The rule as to an account stated is thus well put in .
8 Enc. Law & Proc. pp. 451, 455: ‘‘Formerly the stating of an account was
oonsidered so deliberate an act as to preclude an examination into the items,
but since an early day a greater latitude has prevailed; and it may now be
said to be the rule that an account stated does not create an estoppel, and
that neither a stated nor a settled account is conclusive, but simply affords
strong presumptive evidence, which may be rebutted by showing fraud or
mistake. And, while the practice of opening accounts which the parties have
themselves adjusted is considered dangerous, yet a settlement must be so far
considered as made upon absolute mistake or imposition, if palpable errors
are shown, as not to be obligatory upon the injured party. The presumption
is one relating to the evidence. In determining whether an account stated
can be impeached, the case is put upon the same footing as if the money had
been paid. Such payment would be conclusive, subject to the right to recover
it back on a failure of consideration; and so, on the statement of an account,
if the case is one in which a payment, if made, could have been recovered
back, the facts which show the failure of consideration may be proved.”

In the correspondence between the two banks it seems to have been
assumed that the indorser of the notes had been released by the failure to
protest them, and that the Pineville bank was responsible for the loss if the
notes were sent to it by the Louisville bank with instructions to protest them
if not paid. But promissory notes are only put on the footing of foreign bills
of exchange when they are regularly discounted by the bank at which they
are payable, or another bank in this State incorporated under its laws, or
organized in this State under the laws of the United States. (Ky. 8t. Sec.
483; Carlisle vs. Chambers, 67 Ky. 268, 96 Am. Dec. 304.)

The notes in question, having been discounted by the bank in Cincinnati,
Ohio, and not by any bank in this State, were not, therefore, placed on the
footing of a bill of exchange, but stood as any other promissory note which
had been assigned. The indorser was not released by the failure to protest
them. The Cincinnati bank had not sustained any loss by reason of the
failure to protest them. The protest would have been only an unnecessary
expense. There was no liability of the Louisville bank to the Cincinnati
bank, or of the Pineville bank to the Louisville bank, for the failure to pro-
test the notes, which were executed in this State, were payable here, and

_ must be governed by its laws.
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It is clear from the evidence that the parties to the notes were all insolvent
at the time, and that the notes were in fact worthless. The question then
arises, is there such a palpable mistake here that equity should relieve against
it, treating the account as stated, and applying the principles followed in this
State in the case of a payment of money by mistake ¢ The distinction made
in some jurisdictions between a mistake of law and a mistake of fact has been
rejected in this State, and it is settled that money paid without consideration
under a palpable mistake of law or fact, which was not owing in law or con-
science, and ought not to be retained, may be recovered back. (McMurtry
vs. Railroad Co. 84 Ky. 462, and cases cited.)

The mistake here is palpable, and the charge against the Pineville bank
cannot be allowed to stand unless it has lost its rights by laches, and is now
estopped to assert them. It does not appear from the evidence that the
Pineville bank led the Louisville Banking Company to take the action it took.
On the contrary, the correspondence would indicate that the Louisville bank
charged the amount to the Pineville bank, and credited it to the Cincinnati
bank on the same day, expressing to the Pineville bank regret that it was
compelled to do so. In other words it acted on its own judgment, and not by
the direction of the Pineville bank. It did not wait for the Pineville bank to
affirm its action before crediting the Cincinnati bank by the money or paying
its checks upon it, and it does not appear that it was misled by the Pineville
bank, or is now in a worse position than it would have been if the Pineville
bank had promptly disafirmed what it did. Nor does it appear that it will be
unable now to get its money back from the Cincinnati bank.

We are therefore of opinion that appellee was properly credited in the
settlement of the account with the amount of these notes.

[The remaining questions discussed by the court are not of interest here.]

NEGOTIABLE INSTRUMENTS—CONSIDERATION—PRE-EXISTING DEBT.
Supreme Court of North Carolina, November 5, 1901.
BROOKS vs. SULLIVAN.

Formerly in North Carolina the transfer of a negotiable note as collateral security for a pre-
existing indebtedness did not constitute the transferee a holder for value o that he took
the paper free from equities of which he had no notice.

This rule has now been changed by the Negotiable Instruments Law.*

CLARK, J.: The only question is whether, when a negotiable note is trans-
ferred before maturity as collateral security for a pre-existing debt, the as-
signee is such holder for value that he takes free from equities of which he
had no notice. The negotiable instruments statute (Laws 1899, c. 733, §§ 25—
27) settles that such is the case now, to the extent of the debt secured, but
that is a change of the law, which was previously otherwise. (Holderby vs.
Blum, 22 N. C. 51 ; Harris vs. Horner, 21 N, C. 455, 30 Am. Dec. 182 ; Potts
vs. Blackwell, 56 N. C. 449.) This case is governed by the law as it stood
prior to the aet of 1899,

* The statute changed the law of New York in this respect also. (Brewster vs, Shrader,
28 Misc. (N. Y.,] 480.)
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CONDENSED LEGAL DECISIONS OF INTEREST TO BANKS,

ASSIGNMENTS FOR CREDITORS—PREFERENCE OPERATING AS ASSIGNMENT
—DEPOSIT IN BANK INTENDED A8 PREFERENCE.

Where an insolvent debtor deposited in bank an amount almost exactly
equal to the amount of a note which the bank held against him, and the
deposit was applied by the bank to the payment of the note, the making of
the deposit was, in effect, & payment to the bank, and therefore an act of
preference, under the statute, as no inquiry was ever thereafter made by the
debtor as to the deposit, and he must have known when he made it that the
bank was bound in law to apply it to the payment of the note or release the
surety thereon.

Mt. Sterling Nat. Bank vs. Priest, et al. 64 8. W. Rep. (Ky.) 972.

BILLS AND NOTES—ACTION AGAINST INDORSERS—DEFENSE—BONA-FIDE
PURCHASERS—PROTEST—NOTICE—PLEADING—PRESENTATION FOR PAY-
MENT.

The indorsers of a note cannot claim that it had no legal inception, and
was put into circulation contrary to the purpose of its creation, where their
answer contains no such defense, and there is no proof that the payees were
cognizant that the note was designed for a specific purpose.

Bona-fide holders of a note cannot be defeated in an action against indor-
sers on the ground that it had no legal inception, and was put into circulation
contrary to the purpose which induced its creation.

‘Where a note is protested, and the notary, not knowing the residence or
place of business of any of the indorsers except the last, forwards all the
notices to him, and he without delay sends the prior indorsers the manifests
of such protest, such notice is sufficient to bind the prior indorsers.

‘Where a note has been transferred by the payees, an allegation in an action
by the holder against prior indorsers that it was delivered to plaintiff by the
defendants, is proper.

Where a note on day of maturity is presented to the bank where payable
during banking hours, it is unimportant that the notary protesting it pre-
sented for payment after the bank closed. .

Metropolitan Bank vs. Engel, et al. 72 N. Y. Supp. 691.

COLLECTION OF NOTES— CREDITING PROCEEDS— GENERAL DEPOSIT—
TRUST FUND—ACTION—EVIDENCE—AGENCY—KNOWLKEDGE OF AGENT—
PRESUMPTION.

‘Where, for two years, the general agent of a corporation had been accus-
tomed to send notes due the corporation to a bank for collection, and the
bank, as it collected the notes at different times, gave the agent credit on its
books, sometimes retaining the collections as long as two months before
remitting the balance due the corporation, the corporation was merely a cred-
itor of the bank, and the proceeds of collections made by it could not be
regarded as trust funds.

In the absence of any affirmative showing that the corporation had knowl-
edge of such course of business, it will be presumed to have knowledge
through its general agent.
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In an action against the Receiver of a bank to have the proceeds of certain
notes collected by the bank declared a preferred claim as a trust fund, the
funds in the bank at the time of its insolvency having amounted to less than
plaintiff’s claim, it was proper to admit in evidence judgments recovered by
certain preferred creditors of the bank, in order to show that there were pre-
ferred creditors, entitled to share pro rata in the funds in the bank at the
time of its insolvency.

Where for two years the general agent of a corporation had been accus-
tomed to send notes to a bank for collection, and the bank as it collected the
notes at different times gave the agent credit on its books, from time to time
remitting all the balance due the corporation, in an action by the corporation,
on the insolvency of the bank, to have the proceeds of the notes declared a
preferred claim as trust funds, it was not error to refuse to allow a witness to
answer a question as to the manner in which the corporation collected its
accounts in the State, it not being shown that the bank had any knowledge
of the manner in which the corporation did business with other banks, and
such guestion not being material.

It was not error to sustain an objection to a question as to whether the cor-
poration kept or authorized a general account with any bank outside of cer-
tain ones, inasmuch as the question in issue was whether the transaction
between the corporation and defendant bank was such that the relation of
debtor and creditor existed.

A contention that it was error to permit the Receiver of the defendant
bank to show the manner in which the accounts were kept, for the reason
that such issue tended to contradict the express agreement between the
parties, was untenable.

What is a prompt transmittal of funds, within the meaning of an agree-
ment between a bank and one who sends it notes for collection, depends upon
the understanding of the parties, shown by the usage or course of business
between them.

McCormick Harvesting Machine Co. vs. Yankton Savings Bank, et al. 87
N. W. Rep. (8. D.) 976.

CHECKS—PERSONS ENTITLED TO PAYMENT—FRAUD.

H secured a loan from plaintiffs, giving a note and mortgage therefor by
the name of D, under the false representation that his name was D, and that
he owned the land. The loan was turned over by a check on defendant’s
bank. H indorsed the check as D, and again as H, and received the money.
The land was owned by the real D. Held, that H, and not D, was the
intended payee of the check, and he was entitled to payment as between
himself and the bank, and the bank, having no notice of the fraud, was not
liable to plaintiff for the amount of the check.

Meyer, et al. vs. Indiana Nat. Bank, 61 N. E. Rep. (Ind.) 596.

COURT OF COMMON PLEAS—JURISDICTION—INSOLVENT CORPORATION—
ACTION TO DISSOLVE—INSOLVENT BANK—LIABILITY OF STOCK-
HOLDERS.

In 1894 (Const. Art. 6, Sec. 12) the superior city courts, of which the com-
mon pleas of the city and county of New York was one, continued with
jurisdiction then possessed, and such further civil and criminal jurisdiction
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as might be conferred by law. Code Civ. Proc. S8ec. 263, subd. 2, provided
that the superior city courts should have jurisdiction of actions for causes
specifically enumerated, as well as for any other cause of action arising within
the city, or where defendant is a resident of that city, or where the summons
is personally served on him therein. Held, that the court of common pleas
of New York had jurisdiction to entertain an action to dissolve a State bank
incorporated under Laws 1882, ¢. 409, where New York city was its principal
place of business, and the summons was served there, and the cause of action
arose therein.

An action to dissolve an insolvent corporation is controlled by Code Civ.
Proc. c. 15, tit. 2, Art. 3, S8ec. 1785, and not by Art. 4, Sec. 1798.

Though when a bank was organized there was no liability of stockholders
for the debts of the corporation, if the bank did not issue notes, the Legisla-
ture had power to enact a law rendering stockholders of such bank liable for
debts thereafter incurred.

Under the Banking Law of 1892, all stockholders of State banks, whether
issuing notes or not, and whether incorporated before or in business after the
passage of that act, are liable for the debts of the bank, in addition to the
amount invested therein by them, for an amount proportionate to the par
valae of their shares, except where the stock is held as collateral or in a rep-
resentative capacity, or the debt was payable more than two years after it
was contracted.

Laws 1882, c. 409, imposed upon stockholders of banks no personal lia-
bility for debts of a bank not issuing notes. Banking Law 1892, Sec. 52,
imposed a liability on stockholders of banks, whether incorporated before or
in business after the passage of that act. This latter act repealed the act of
1882. Statutory Construction Law, Sec. 31, declares that the repeal of a
statute shall not affect any act done or right accruing or acquired prior to the
time when such repeal takes effect. Section 1 provides that the statutory
construction law shall apply to every statute, unless its general object, or the
context of the language construed, or other provisions of law, indicates that -
a different meaning or application was intended from that required to be
given by this chapter. Held, that as the Banking Law of 1892 shows an intent
to make the stockholders of every bank personally liable for its debts, whether
they became such before or after that law took effect, the stockholders of a
bank organized prior to the law of 1892 were not exempt from personal
liability.

Hagmayer, et al. vs. Alten, et al. 72 N. Y. Supp. 623.

S8TATUTORY LIEN ON STOCK—PRIORITY BETWEEN BANK AND PLEDGEE
—NOTICE OF LIEN—REPRESENTATION BY OFFICER—ENOWLEDGE OF
CASHIER A8 NOTICE TO BANK—NOTICE TO PRESIDENT.

A stockholder in a bank may pledge his stock as collateral security to a
third person by a written assignment and delivery, notwithstanding a statute
requiring transfers to be made on the books of the bank, and the lien of such
pledgee, acquired before the stockholder becomes indebted to the bank, will
prevail over a statutory lien given the bank to secure its debt, where the bank
before or at the time its debt was contracted had notice of the pledge; but,
in the absence of such notice, the lien of the bank is superior, and thé burden
of proving notice rests upon the pledgee.
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A pledgee of bank stock is chargeable with notice of a statutory lien on
such stock in favor of the bank for an indebtedness from the stockholder to
the bank existing when the pledge is made.

Although a party to a suit is permitted by statute to testify in his own
behalf, the considerations which excluded his testimony at common law still
exist, and may properly be considered as affecting the weight to which it is
entitled, especially where his right to recover as a plaintiff depends solely on
his own testimony in regard to transactions with persons since deceased,
through whom, as officers and agents of a defendant corporation, he seeks to
charge such defendant with notice.

The Cashier of a bank, in pledging stock of the bank, owned by him, as
security for a personal debt, acts in his individual capacity, and not as an
officer of the bank; and his knowledge of the transaction is not attributable
to the bank to affect the validity of its statutory lien on the stock as security
for a loan subsequently made him.

Notice that a stockholder in a bank has pledged his stock to a third per-
son, acquired by the President, who has no part in the active management of
the bank’s business, and who is not at the time acting in its behalf, is not
notice to the bank which will affect its statutory lien on such stock for a loan
subsequently made to the stockholder without the President’s knowledge.

Curtice vs. Crawford County Bank, et. al. 110 Fed. Rep. (U. 8.) 880.

STOCKHOLDERS— TRANSFER OF STOCK— LIABILITY—ACTION— TIME OF
COMMENCEMENT—RESIDUARY LEGATEE— DIVIDENDS— REPAYMENT—
RIGHTS OF CREDITOR.

Under Rev. 8t. 1898, S8ec. 2024, subsec. 16, providing that any person hold-
ing stock in any bank who shall sell or assign his stock shall be held for six
months after such sale personally liable to the amount of such stock for all
debts of such bank existing at the time of such sale or assignmnent, the lia-
hility is limited to those who are creditors at the time of the transfer, and to
enforce such liability action must be commenced within six months after such
transfer.

Under Rev. 8t. 1898, S8ec. 4289, fixing the service of summons ag a com-
mencement of an action, an ex-stockholder in a bank cannot be held liable
under such section 2024, subsec. 16, unless summons is served on him within
six months after the transfer.

Where a bank assesses certiflcates of stock at less than par value, in pur-
suance of a contract between it and the buyer that he shall not be required
to pay more, and accepts such stockholder’s proportion of fictitious profits in
discharge of his liability to pay money for the stock, creditors of the bank, on
its insolvency, have a cause of action for the difference between the amount
paid and the par value, which never existed in the corporation, as a fraud on
them, against the estate of such stockholder, and may proceed against the
residuary legatee to whom has passed that portion of the stockholder’s estate
out of which should be paid liabilities arising against the testator.

Where dividends are paid a stockholder in an insolvent bank in disobedi-
ence of the banking act (Rev. St. 1898, Sec. 2024, subsec. 40), tke liability to
repay is owed to the corporation and enforceable by it.

Though such liability is owed to the corporation, a creditor thereof may
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proceed in equity to compel restoration on the corporation’s failure to do so.
Gager,‘ et al. vs, Paul, et al. 87 N. W. Rep. (Wis.) 875.

GARNISHMENT—LIABILITY OF GARNISHEE—CONTINGENT LIABILITY.

Money deposited in a bank, to be paid defendant on delivery of an approved
deed, is not subject to garnishment prior to delivery of the deed.

Becker vs. Becker, et al. 87 N. W. Rep. (Wis.) 830.

NOTES OF CANADIAN CASES AFFECTING BANKERS.
[Edited by John Jennings, B. A., LL. B.; Barrister, Toronto.]

BANKERS' LIEN—RIGHT TO LIEN ON FPRIVATE ACCOUNT WHERE PARTNER-
SHIP ACCOUNT IS OVERDRAWN—REFUSAL OF CHECK-—~DAMAGES.

RICHARDS vs. THE BANK OF BRITISH NORTH AMERICA (British Columbia Reports,
Vol. 8, Page 143).

STATEMENT OF FACTS: Messrs. Richards & Riley were a partnership
carrying on a hotel business, and had a current account in the Bank of British
North America, which was drawn upon by checks signed by both Richards
and Riley. On July 21 last they sold the hotel business to one Johnson, who
was to take over the business as it stood, pay all debts and get in any out-
standing assets; the balance in the bank at the credit of the firm was to be
applied by them in the payment of the hotel debts. On July 24 Richards
went to the ledger-keeper of the defendant bank and asked for a statement
of the exact balance at the credit of his firm, saying that they were retiring
from business and wished to close the account. The ledger-keeper wrote the
balance in the pass-book in pencil and returned the book to Richards, who
with his partner subsequently signed checks to pay the hotel debts, to the
full amount of the balance as so indicated.

About this time Richards opened an account with the defendant bank in
his own name. At the end of July the bank found that the ledger-keeper
had credited Richards & Riley with $200 more than they were entitled to, and
that this sum had been paid out on the checks issued by Richards & Riley.
Richards was at once told of this, but refused to do anything in the matter.

At the end of August the defendant bank informed Richards that there
was an overdraft in the partnership account of $199.97, and that this amount
haq been charged to his private account. Richards did not acquiesce, but
drew out all the rest of his money from his private account. In December
he issued a check for the sum of $199.97, which check was duly presented for
payment and payment refused. Richards thereupon brought this action
against the bank for damages for refusal to pay when it had sufficient funds
to his credit.

JUDGMENT: Martin, J., stated that under the circumstances of this case
it was with great reluctance that he held the bank had no lien on Richards’
private account for the overdraft of the firm of Richards & Riley arising as
above indicated. He felt himself bound by Watts vs. Christie (II Beavin);
Wolstenholm vs. Sheffield Union Banking Company (54 Law Times, N. 8. 746),
and Lindley on Partnership (1893) 308-8; 676-7. There would therefore be
judgment against the defendant company for the sum of $199.97 of debt; the
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damages were limited to the interest at the statute rate on this sum from the
date when the check was presented for payment.

The court further held that the circumstances of this case were such that
the plaintiff, although successful, should not be granted his costs.

HOUSTON & WARD vs. MERCHANTS' BANK OF HALIFAX (31 S8upreme Court Reports,
page 361).

The judgment in this case, at the trial, is reported in the December num-
ber of the BANKERS' MAGAZINE, page 988. The appeal taken by both
Houston and Ward did not turn upon the principal point of banking law
therein referred to, and therefore the affirmation of the judgment by the
supreme court can hardly be taken as satisfactorily settling the point referred
to in the note to the report, page 989.

CERTIFIED CHECK—ALTERATION AFTER CERTIFICATION—PAYMENT IN
G0OD FAITH—RECOVERY BACK OF MONEY 80 PAID—DUTY OF BANK
IN CERTIFYING NEGLIGENCE.

BANK OF HAMILTON vs. IMPERIAL nn;z)or CANADA (81 Supreme Court Reports,
page .

STATEMENT OF FAcTs: The facts involved in this well-known case are
set out in the April number of the BANKERS' MAGAZINE at page 562, where
the judgment of the Ontario Court of Appeal is reported. An appeal was
taken from that judgment to the Supreme Court for Canada, which sustained
the judgment already given.

JuDGMENT: The judgment of the court was delivered by the learned
Chief Justice Sir Henry Strong. The case is governed by the ordinary rule,
that money paid under mistake of fact may be recovered back unless there is
something in the circumstances of the case to take it out of the operation of
this general rule. The Imperial Bank alleged two sets of circumstances to
take this case out of the operation of this rule:

(First.) The Bank of Hamilton was debarred by reason of its negligence
in certifying the check, which from its form was susceptible of alteration on
account of the blank spaces left in it. On this branch of the case they relied
strongly on Young vs. Grote (4 Bingham, 253), which was the case of blank
checks being left by a trader with his wife, who handed them out from time
to time to her husband’s manager with instructions to fill in the amount
which he at the time told her was necessary for the business. The manager
filled in amounts in excess of the sums which he was authorized to draw and
it was sought to recover these amounts in excess as being paid on forged
checks. The Court, however, held this branch of the case to be governed by
Schofield vs. the Earl of Londesborough (1896 Appeal Cases, 514). *‘It would
seem that there is no duty obliging a man who is dealing with others to take
precaution to prevent loss to them by the criminal acts of third persons, and
the omission to do so does not, in the absence of some special and exceptional
relationship, amount to negligenee in law.”

A precisely similar state of circumstances was under judicial consideration
in the National Bank of Commerce vs. the National Mechanics’ Banking
Association (55 New York, page 251), where the judgment is in accord with
this one.

(Second.) The Imperial Bank relied upon the delay in the demand for
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repayment, which the Chief Justice of the Ontario Court of ‘Appeal in a dis-
senting judgment had held to be sufficient to take the case out of the ordinary
rule. On this point Sir Henry Strong says: ‘‘I deny that there is any abstract
rule of law which requires that the money paid shall be demanded on the day
of the erroneous payment without regard to any question of prejudice to the
holder; each case must depend on the facts.” In this case it was impossible
that the delay should cause detriment in the least degree to the Imperial
Bank.

The appeal was dismissed with costs, Gwynne, J., dissenting.

Special leave to appeal to the Judicial Committee of the Privy Council in
England has been granted in this case.

REPLIES TO LAW AND BANKING QUESTIONS.

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

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

RECOVERY OF USURY VOLUNTARILY PAID.

Editor Bankers' Magazine: EasT 81. Louis, 111, Dec. 16, 1901.
S1r: Will you state whether or not a person ¢an recover usurious interest in this State

after he has paid the same ?

Answer.—The Illinois statutes do not provide for the recovery of usury
after voluntary payment, the maker of a note or contract bearing usury being
limited in his remedy to an offset in an action on the contract when such
defense is specially pleaded. (Mason vs. Pierce, 142 111 331.) Where, how-
ever, the note does not show on its face that it includes usury and the maker
is compelled to pay it to a bona.flde transferee, he may recover in equity from
the original payee, the amount of the usury. (Woodworth vs. Huntoon, 40
IIl. 131.) 8o where the contract is absolutely void for usury a recovery can
be had on the ground of absolute failure of consideration (Town vs. Wood,
37 111, 512.)

PAYMENT OF DEPOSITS IN SAVINGS BANKS TO HOLDERS OF PASS BOOKS.

Editor Bankers' Magazine : PATERSON, N. J., December 16, 1901.
BIR: C.E. was a depositor in a Savings bank in this city. At the time of opening his
account he was provided with a deposit book upon which was printed a by-law of the bank
which provided that * depoeits and dividends shall be drawn out only by the depositors in
person, or by their written order, or by some person legally authorized, and only upon pro-
duction of the depositor’s book that such payments may be entered therein, and all payments
to persons who present the deposit book shall be valid payments to discharge the bank and
its officers.” C. E. belongs to a class of workingmen of whom several thousand are depositors
in the bank and with whom it is impossible for the officers to have personal acquaintance with
all. A pers=on representing himself to be C. E. presented the deposit book to the bank and
drew out two hundred dollars of the deposit. The person who drew this money had stolen
the deposit book from C. E. The latter as soon as he learned of his 108 notified the bank and
demands payment from it of the amount of his deposit 1ncluding the two hundred dollars
paid out to the person pregenting the book. What is the bank’s liability to him ?
DIRECTOR.

Answer.—The by-law printed upon the pass book given to C. E. and
accepted by him was a part of the contract between him and the bank.
Under such contract, a payment made by the bank, in good faith, and in the
exercise of due care, to any person who produced the pass book, operated to-
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discharge the bank without regard to whether or not such person was really
entitled to draw the money..

RETRANSFER OF NOTES FROM BONA-FIDE HOLDER.

Edttor Bankers' Magazine : 8r. Louis, Mo., December 19, 1901,
S1R: A note was given a commission house, or what is known as a * bucket shop,” 1n set-
tlement of losses in a stock transaction. The deal was entirely a marginal deal and no
stock was passed between the parties or purchased for the customer who gave his note to
cover loss. The commission company transferred the note to a bank as collateral security
for aloan. Afterwards the note was retransferred to the commission company, which is the
present holder. The note will fall due in a few days. Can thc commission company collect
the note ? BROKER.

Answer.—No. The transaction was a gambling transaction and as between
the parties the indebtedness represented by the losses was not a valid considera-
tion for the note, entitling payee to collect from maker. Its passage into the
hands of the bank and retransfer to the payee did not alter the right of the
maker to assert his defense. 'While the general rule is that a bona-fide holder
of negotiable paper may pass it to an assignee freed from all equitable defen-
ses, even if the latter may have notice of such facts as would have defeated
the right to recover had the instrument remained in the hands of the original

party, an exception to the rule is that, if the paper returns to the original
party, it is not shielded.

FALSE STATEMENTS OF FINANCIAL CONDITION.
Editor Bankers’ Magazine : RALBIGH, N. C,, December 9, 1901.
SIR: A bank, while in an ineolvent condition, published statements representing the
bank to be in a solvent condition. These statements were prepared by the Cashier and
acoepted by the directors, although an investigation of the affairs of the bank by the latter
would bave shown such statements to be false. Are the directors personally liable to a
depositor who suffered a loes by reason of the faflure of the bank ? DIRECTOR.

Answer.—Yes. It was the duty of the directors to know that the state-
ments published under their authority were true, and they are liable for

damages to any one dealing with the corporation relying on the truth of
such statements.

LIABILITY OF WITHDRAWING MEMBER OP BANKING PARTNERSHIP.

Editor Bankers' Magazine : CHIOAGO, I1l., December 19, 1801.

S1R: A private banking firm was composed of three members, A, Band C. About one
year ago C sold his jnterest in the bank te D, but no change in the style of the firm was made
and no public notice given. The bank became insolvent a few months after C retired. Can
a party who became a customer of the bank while C was a member and who had no knowl-
edge of the fact that C had retired from the firm hold C responsible as a partner for loss he
sustained through the failure of the bank ? C.

Answer.—Yes. C should have seen that the customers of the bank were
notifled of his withdrawal from the firm.

USE OF RUBBER STAMP FOR SBIGNATURES.

Edétor Bankers® Magazine : LouisviLLe, Ky., December 11, 1801.
S1IR: A depositor in a bank used a rubber stamp with which he signed his checks. This
stamp be was accustomed to keep in bis safe to which he alone had the combination. At some
time through unknown means a clerk obtained possession of the stamp long enough to stamp
with it the owner's signature to a check. This check the bank cashed. Can the depositor
make the bank return to him the amount paid out on the check ? DEPOSITOR. .

Answer.—In the case, Robb vs. Pennsylvania Co., ete. (40 At. Rep. 969),
the Supreme Court of Pennsylvania, in a somewhat similar case, held that
4
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the bank was liable for the loss of the money unless it could show that the
owner of the stamp was negligent in its custody. We question, however, the
conclusion arrived at by the Pennsylvania court. The signature to the check
was not a forged signature but the actual signature of the depositor. It seems
to us that the attaching of the signature might be likened to a case where a
depositor falls into the hands of bandits and is compelled to draw his check
to secure his release, or where through some hypnotic influence his signature
is secured. In neither case would he have voluntarily signed the check but
his signature would be attached and the bank would be protected in paying,
without notice, such check. If a person assumes the hazard entailed by the
adoption of a rubber stamp signature he ought in equity to be charged with
loss occasioned by its fraudulent use. To hold otherwise puts the bank
entirely at the mercy of negligent or conspiring depositors.

FAILURE TO PRESENT DISCOUNTED NOTE TO MAKER.

Editor Bankers' Magazine : HARTFoRrD, Oonn., December 17, 1901.
SIR: A presented to the B bank a note made payable to him for three bundred dollars
:and requested the bank to discount the rame, and told the bank at the time of the request
that he, A, would take care of the note at its maturity. The bank looked to A for the pay-
‘ment of the note and notified him of its maturity, but did not present the note to the maker.
A claims that as indorser of the note he is released from all liability thereon by reason of the
failure of the bank to present the same to the-maker. Can the bank collect the note from A?

R. H.

Answer.—We think the agreement of A to take care of the note would be
held a waiver by him, as indorser, of the presentment of the note at maturity
to its maker, and A can be held liable thereon. (See Daniel Neg. Inst. Secs.
1085, 1103; Souther, et al. vs. McKenna, et al. 40 At. Rep. [R. I.[ 736.)

MATURITY OF DEMAND NOTES,

Editor Bankers’ Magazine : NEw HAVEN, Conn., December 16, 1001,

Srr: A note dated December 81, 1900, for $8 was payable on demand but contained a
stipulation for the payment of interest semi-annually in advance, on December 81 and June
90, each year. Interest was paid in advance on the dates named in the note. In S8eptember
the makers of the note failed and persons who bhad guarantied payment of the note claim
that they are relieved from payment thereof by the State statute which provides that nego-
tiable notes payable on demand, and remaining unpaid for four months from date, shall be
considered overdite. Their claim forrelief is founded on the failure of the payee to properly
protest the note for non-payment within the four months limit named in the statute. Is
their claim valid ? A.C.

Answer.—The note providing for the payment of interest in advance, the
extension of it must have been in the minds of the guarantors at the time of
signing the same and section 1859, Gten. S8t. Conn. relating to maturity of
demand notes did not apply. If the guaranty was an absolute guaranty, as
indicated by your question, the guarantors are liable.

NEGOTIABILITY OF NOTE PROVIDING FOR ATTORNEY'S FEES.

Editor Bankers’ Magazine: AuGUSTA, Me., December 14, 1001.
SiR: Where a note was purchased by a bank that called for the payment of $200 on or
before December 5, 1901, and attorney's fees, can maker of the note set up a claim against the
payee as a defense to the note? The note was purchased before maturity. No particular
sum is mentioned as attorney’s fees. PRESIDENT.

Answer.—A note such as you have described is held in Maine to be non-
negotiable. To be negotiable it must ‘‘ run to order or bearer, be payable in
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money for a certain definite sum, on demand, at sight, or in a certain time,
or upon the happening of an event which must occur, and payable absolutely
and not on a contingency.” (Roads vs. Webb, 40 At. Rep. 129.) The note
in question fails to answer these requirements both as to the time and amount

of payment.

FORGED ENDORSEMENTS—KNOWLEDGE OF DRAWER.

Editor Bankers' Magazine: PITTSBURG, Pa., December 19, 1901.
Sir: A manufacturing corporation was a depoeitor in the M bank. W, an officer who
had charge of the settlement of the accounts of the corporation, had a check of the corpora-
tion for $500 fssued in favor of G. W then forged G's indorsement to the check and secured
the cash thereon. Afterwards W had another check for the same indebtedness made to G
and on this latter check G secured the money. Subeequent t0 the time that the second check
was paid to G, a third check for $700 was drawn in G's favor for an additional indebtedness
due bhim, and W, who secured possession of the check, again forged G's signature to it and
obtained the money thereon. The company learning of the forgeries demands that the bank
shall credit their account with the $1.200 charged to it on the forged checks. The bank claims
that at least 8o far as the $700 check is concerned that it ought not to have to stand the loes.
The bank contends that the corporation was negligent in not discovering the forgery and
that it is chargeable with the knowledge which W obtained, not through his forgery, but
through the entry of the second payment of $500 in G's account for the same indebtedness,
the latter knowledge being gained by him in the line of his duty. Is the corporation thus
obargeable with W's knowledge ? D.
Amnswer.—The knowledge which W obtained through his care and charge
of the corporation accounts is such as the company would be held liable for
were the fraud not one committed by W himself. Whether the rule is appli-
cable where, as in this case, the party committing the fraud, is the person
who subsequently comes into the possession of facts which would charge the
corporation with knowledge thereof, is a question on which the authorities
differ. In Pennsylvania, however, in the case of Gunster vs. Power Co. (181
Pa. 8t. 327), and the case of United Security Life and Trust Co. vs. Central
Nat. Bank (40 At. Rep. 97), it is held that the corporation is not chargeable
with such knowledge, and according to the decisions in those cases the cor-

poration can recover from the bank the amount paid out on the forged checks.

TITLE TO DRAFT CREDITED TO AN ACCOUNT.

Editor Bankers’ Magazine : ' LeAvVENWORTH, Kan., December 20, 1001

SIR: A produoe shipper drew a draft on an eastern bank for $400 and deposited it with a
bank in this State for collection. The bank, as was customary with it in dealing with such
customer, credited him with the amount of the draft and sent the latter to its correspondent
in New York city for collection. Before the proceeds had been returned to the bank in which
the draft had been depoeited such bank failed. At the time of the failure of the bank the
acoount of the depositor of the draft was only $176. The depositor claims the right to the
proceeds of the draft lees the $225 which the bank had paid him thereon. 1sheentitled to the
difference ? BARK.

Answer.—1f the sale of the draft to the bank was absolute the depositor
has no claim on the proceeds of the draft different from other creditors. In
many States it would be held that the facts you have stated vested title in
the bank to the draft and that the proceeds would pass to the Receiver, but
if the eredit given the depositor could have been charged back to his account
on failure of the drawee to honor the draft, then it would be held;in Kansas
that the sale was only a conditional one so as not to vest title in the bank,
and the produce shipper had a right to the difference between the amount of
the draft and the sum he had received thereon. (S8ee Mann vs. Bank, 30

Kan. 413).
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ASSIGNMENT OF DEPOSIT BY DRAFT.

Editor Bankers' Magazine : SAVANNAH, Ga., December 12, 1901.

. BIimr: A factorengaged in the shipment of cotton gave a local bank a check on a Boston
bank for $750, and secured from the local bank the money called for by the check. Before the
check could be presented to the Boston bank the factor failed and a Receiver in bankruptey
has been appointed to take charge of his assets. The Boston bank, learning of the fallure,
refused to pay the check, although the factor had money on deposit with the Boston bank In
excess of the amount of the check. Can the bank cashing the check compel the Boston bank
to pay the same? X.

Answer.—No. The drawing of a draft or check does not constitute such
an assignment of a fund or demand as to transfer the title to the payee unti}
the check or draft has been presented, and the money to the factor’s credit in
the Boston bank passed with the remainder of his estate to the Receiver
appointed in the bankruptey proceedings. In some States, notably Illinois,
it is held that the title to a deposit is transferred by the delivery of a check
therefor, but the Illinois rule does not prevail in Georgia, nor in Massachusetts.

ASSIGNMENT OF UNEARNED SALARY.

Editor Bankers’ Magazine : CoLU8A, Cal., December, 12, 1901.

SIR: A 18 a county official. He borrowed $150 from a bank and to secure payment he
gave the bank three orders for $50 each on the county auditor directing such auditor to-
make out and deliver to the bank on the first day of each of the three succeeding months a
warrant for $50 and to deduct the $150, the amount of such orders, from his, A's, salary to
become due during such sucoeeding months, Can the bank compel the auditor to deliver
such warrants in accordance with A's instructions?

Answer.—No, The assignment of the unearned salary of a public official
is held, on the grounds of public policy, to be non-enforceable and void.

RESPONSIBILITY OF PERSON INTRODUCING AND VOUCHING FOR PAYEE OF
CHECK.
Editor Bankers' Magazine : ToLEDO, Ohio, December 24, 1901.
SiIR: A is a merchant of this city and a good customer of ours. B is a friend of his whom
we never saw until this transaction.

A came into our bank not long since, accompanied by B; he introduced B to our teller,
saying * this is Mr. B; he is all right and has a check which he wants you to cash for him
after which he engaged in conversation with another customer of the bank who bappened to
be standing near. B preseunted his check to the teller, it being a fifty-dollar check drawn by
an individual on a bank in Cincinnati. Our teller had B endorse the check, but, through er-
ror did notlhave A endorse it. We sent the check to our correspondent in Cincinnati for col-
lection, and it was duly presented to the bank upon which it was drawn and payment was re-
fused, the bank saying that the party bad no funds with them with which to pay it, and the
check was returned to us, when we presented it to A for payment, we bolding that he was re-
sponsible to us for the amount we had paid out on it, as he had brought B in, and it was upon
his recommendation that we paid the eheck. A refused to pay the amount on the grounds
that he had not endorsed the check and therefore was not responsible for its payment.

‘Who is responsible for the amount of the check; that is, who should lose it, A or our-
selves ? CABHIER.

Answer.—It is plain that A is not liable upon the check, since his signa-
ture does not appear thereon. (Miller vs. Reynolds, 92 Hun [N. Y.] 400.)
Nor can he be held liable as a guarantor; for by the statute of frauds an
agreement to answer for the debt or obligation of another must be in writing.
But it isquite possible that the bank may maintain an action against him for
deceit upon the’representation that B was ‘“ all right.” In such case it would
not be necessary to prove that he knew that the statement was false; but it
would besufficient to show that he was ignorant as to whether it was true or
untrue. (Hexter vs. Bart, 125 Pa. 8t. 52; Chatham Furnace Co. vs. Moflatg,
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147 Mass. 403; McKinnon vs. Vollmar, 76 Wis. 86; Weels vs. McGeoch, 71
Wis. 196; Middleton vs. Jerdee, 73 Wis. 39; Swayne vs. Waldo, 73 Iowa, 749 ;
Mohler vs. Carder, 78 Iowa, 582; Hubbard vs. Weare, 79 Iowa, 678; Kirk-
patrick vs. Reeves, 121 Ind. 280; Bullitt vs. Farrar, 42 Minn. 8; Reynolds vs.
Franklin, 39 Minn. 24; Rowell vs. Chase, 61 N. H. 135; Cooper vs, Schles-
enger, 111 U. 8. 148; Cabot vs. Christie, 42 Vt. 121; Baboock vs. Chase, 61
Pa. 8t. 430; Reese River Mining Co. vs. Smith, L. R. 4 H. L. 64.)

The question of his knowledge or ignorance would be one of fact for the
determination of the jury; and as his statement actually misled the bank,
and the bank parted with its money on his assurance, the disposition of any
Jjury would be to find against him.

DRAFT WITH BILL OF LADING.

Editor Bankers' Magazine : CHIOAGO, Ill., December 6, 1901.
SIR: A bank sends to us for collection with its endorsement on the back, a demand, or
sight, draft on a citizen of this town, with bill of lading attached.
No instructions acoompany draft except, ** No Protest.” Drawee refuses payment until
arrival of goods; goods are not of a perishable nature.
Have we an implied legal right to hold draft for such arrival ?
THOS. WALKER, Collector.

Answer.—In the case stated in the inquiry we think the bank may hold
the draft a reasonable time to await the arrival of the goods. But it should
at once advise its correspondent of the facts, so that the correspondent may
give any instructions that the exigencies of the case may require. Of course
where there are no instructions to omit protest, the draft must be protested
when payment is refused ; for in such case the duty of the bank as collect-
ing agent is not excused, though the non-arrival of the goods may be, as be-
between the drawer and drawee, a good excuse for the refusal of the latter to
pay the draft.

ORAL ACCEPTANCE OF CHECK.

Editor Bankers' Magazine : SouTH BEND, Ind., November 19, 1901.

Srr: 8 has been engaged in buying and selling livestock in this city and has had an ac-
-count with the A bank. On Tuesday of last week a telephone call was received at the bank
from B, who lives at a neighboring town from which the call came. B stated to the bank
that he had sold a team to 8, who had paid for it by check on the A bank, and wanted to know
if the check was good for the required amount. The bank replied that the check was **all
right.” During the week other checks of 8 were presented at the bank and paid, exhausting
his deposit. On Monday the check given B by S was presented at the bank and the bank has
refused to pay the same as 8 no longer has any money on depoeit with it. Is the bank liable
to B for the amount of the check ? R. D.

Answer.—There is no Indiana statute requiring acceptance or certification
of checks to be in writing and there was no such requirement under the com-
mon law, and in the absence of a statute the common law rule is binding on
the bank and it is liable on the check. (L. E. & St. L. Railroad vs. Cald-
well, 98 Ind. 245 ; Spurgeon vs. Swain, 13 Ind. App. 188.) In the States which
have adopted the Negotiable Instruments Law, however, the contrary would
be true, as by that statute it is provided that a certification is equivalent to
an acceptance (N. Y. Act., Sec. 323) and that an acceptance must be in writ-
ing (id. sec. 220). Hence, in those States, any merely oral acceptance,
whether given over the telephone, or otherwise, would not be sufficient to
bind the bank.



*THE PRACTICAL WORK OF A BANK.

BANKING RULES AND CUSTOMS.
L

A BYNoPsIs OF BANKING TRANSACTIONS TRACED FROM THEIR INCEPTION
TO THE BANK STATEMENT.

March 1, 1901, ‘M " National Bank, New York, receives from ‘' B " Bank,
Boston, its draft on ‘L ” Bank, New York, for $50,000 in payment of Boston
foreign cash items, forwarded on the 26th ult. aggregating $50,200.60 (Fig.
25), and collection on Haverhill, Mass., $600, forwarded the 20th idem, less
exchange charge, one-tenth per cent., 60 cents (Fig. 25), and returned dis-
honored draft $798.50 plus notarial expenses, §1.50 (Figs. 1, 4). We stamp
the letter with date and time of receipt, credit ‘‘ B” Bank, Boston, $50,800.60
(Figs. 1, 25, 56, 64), add $50,000 (Figs. 9, 8, 19) to the exchange of yesterday
for the clearing-house, make ticket charging exchange account sixty cente
(Figs. 1, 11, 23, 56, 64), and after cancelling our indorsement, deliver the
returned draft to our customer, receiving his check for $800 (Figs. 11, 28, 24,
56, 64). After clearing, a letter is received from ‘‘ C ” Bank, Chicago, enclos-
ing check on ‘‘L " Bank for $51,000 (Figs. 3, 7, 59, 64), and on ‘‘M " National
Bank for $21,000 (Figs. 11, 23, 24, 29, 56, 64) note for $10,000, due March 12,
and draft at three days’ sight for $1,900 (Figs. 4, 2). Advice of the delay is
telegraphed, the checks are credited (Figs. 1, 26, 15, 29, 56, 64), and the note
and draft entered for collection.

R1GHTS, DUTIES AND LIABILITIES ATTACHING TO COMMERCIAL PAPER.

To entitle us to its ownership and the right of transfer, this paper must be
negotiable, 7. e. there must be an unconditional promise or order to pay &
certain sum of money, for value received, to the order of a specified person,
or to the bearer, at a certain but not necessarily deflnite time. Because the
maker has promised to pay at a fixed date, we flle the note for presentment when
due; but the drawer of the draft has ordered payment by the drawee three
days after sight. It is therefore presented at once for acceptance (Figs.
4, 2), to hold the drawee, who becomes the acceptor, to determine its
maturity and to continue the liability of the drawer and indorsers. For the
Jatter reason, if acceptance or payment is refused, protest and notice of dis-
honor, unless waived, is necessary in the case of foreign bills, 7. e. drawn in
another State or country, and permissible of inland bills, ¢. e. drawn and
payable in the same State, of promissory notes and of checks, as evidence of
presentment. It is customary, unless waived by the last indorser, to protest
all dishonored paper not returnable to the depositor by messenger the same
day.

* A series of articles to be published in competition for prizes aggregating $1,050, offered
by THE BANKERS' MAGAZINE. Publication of these articies was begun in the July, 1001,
number, page 18,
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If payable at a fixed time, e. g. ¢ thirty days after date,” presentment for
acoeptance is necessary to bind the drawee only: butif presented and refused,
protest and notice is necessary to hold the drawer and indorsers, and they are
liable at once.

Acceptance, altering the tenor of a bill other than by making it payable
at another place in the same town, discharges all prior parties who do not
consent to the alteration.

Drafts may be retained for examination by the drawee a reasonable time,
say twenty-four hours, acceptance being dated as of the first day; but notes
and acceptances are left with the promisor, only upon receipt of money or
certified check. Notices are sent by mail the day preceding the maturity of
paper not payable at a bank.

In the event of the dishonor of bills designating a party to whom present-
ment is to be made ‘‘in case of need,” they must be protested for non-accept-
ance before such presentation. At maturity, calculated from the date when
first presented, demand is made of the drawee and the paper protested for
non-payment if again refused, and presented or forwarded to the alternate
party not later than the following day. )

‘We receive from ‘‘ A & Co.,” Chicago, a sight draft for $900 (Figs. 4, 3, 7,
59, 64), which is presented for payment, check on Boston for $90,000 (Figs. 12,
10, 16, 25, 8, 22, 56, 64), and on ‘‘ M ” National Bank, New York, §25,000 (Figs.
11, 23, 26, 29, 56, 64). Their account is credited $115,900 (Figs. 1, 24, 29, 56,
64, 15). The Boston check is forwarded for collection, a carbon copy of the
letter being flled alphabetically for record, and the total transferred to the
posting sheet for proof with the teller’s foreign cash.

“D. Bros.,” New York, deposit bills §20,000, gold $1,000, silver $100 (Figs.
8, 38, 59, 64), and draft on ‘“H” Trust Co. $250,000 (Figs. 4, 8, 7, 59, 64).
The latter is accepted payable at ‘‘ K ” Bank, and the total, $271,100, is ered-
ited (Figs. 1, 24, 56, 64). ‘‘D. Bros.” also deposit for credit, when paid, three
days’ sight draft on Boston for $40,000 (Figs. 5, 13). This is receipted for by
_ the collection clerk and checked off when settlement is made by return or
credit, thus accounting for each item. A special form of letter, numbered con-
secutively, is used for collections, the items being numbered to correspond,
and two carbon copies retained, one in the book and the other filled alphabet-
ically. When an amount is paid and credited, or returned, the latter is so
marked and re-filed numerically, the completion of each hundred being final
proof that all have been accounted for. The cqpy in the book supplies the
details of missing letters if needed. Foreign cash and collections are con-
stantly watched and * tracers” sent promptly regarding overdue paper. Due
diligence requires that checks should not be kept in circulation, but for-
warded for presentation, when possible, not later than the day following
receipt. A bill of exchange should, at the first opportunity, be forwarded for
presentment or further negotiation.

We credit ‘A & Co.,” Chicago, §600, less one-tenth per cent. exchange
charge (Figs. 54, 24, 29, 15, 64), in respect of paid collection on Haverhill,
Mass., “ C” Bank, Chicago, $4,200 (Figs. 2, 4, 1, 26, 29, 14, 56, 3, 7, 59, 64),
for New York city item due and collected, and Bills Discounted account $800
(Figs. 47, 4, 1, 56, 3, 7, 59, 64) and 85,000 (Figs. 47, 54, 25, 64) for discounted
paper maturing in New York and Boston. The $800 is collected and the
latter amount, forwarded to ‘‘ B” Bank, Boston, February 20, is charged to
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their acoount, and so marked on the carbon letter copy, being thereby trans-
formned from a collection into foreign cash. We also credit loan and foreign
exchange payments, $30,050 (Fig. 44) and 85,000 (Figs. 38, 3, 7, 8, 59, 64), and
Cashier account $200, handing our Cashier’s receipt for a like amount, pay-
able through the clearing-house to ‘L " Bank in redemption of check on ‘“K”
Bank, sent to them in error (Figs. 1, 3, 7, 56, 59, 64).

We receive from ‘‘L” Bank a similar receipt for $1,400 (Figs. 20, 21, 19,
17, 56, 24, 29, 64, 3, 7, 59, 64) in settlement of check returned to thein because
of missing endorsement, and from Washington $1,000 (Figs. 1, 8, 19, 56, 64)
National currency, an equivalent amount of our notes having been paid out
of our redemption fund with the Treasurer of the United States, which we
observe does not reduce it below the required five per cent. of circulation.
‘We credit Five Per Cent. Redemption Fund account and the first teller covers
the bills into his cash. When no payments are made at Washington, our
total note issue is increased and National Bank-Notes account is credited
with the amount of currency received.

We issue our certificate of deposit $1,000 (Figs. 1, 6, 56, 64) for cash (Figs.
8, 59, 64), and credit Certificate of Deposit account. The total credits now
agree with our cash, plus amounts charged to other departments (Fig. 8).
The first teller pays salaries of employees and other bills, $2,000, charging
Expense account by ticket (Figs. 63, 18, 23, 56, 64), check of ‘‘D. Bros.”
$30,000 (Figs. 18, 19, 24, 28, 56, 64), and checks received from the clearing-
house (Figs. 20, 21, 19), less amount sent (Fig. 19) $6,400.

PAYMENT, INDORSEMENT AND CERTIFICATION OF CHECKS.

The bank, in paying checks, admits the genuineness of the drawer’s signa-
ture, a specimen of which is secured, for comparison, when the account is
opened. It must pay the amount in writing if it differs from the figures, and
cannot pay a post-dated check. Although not liable for the genuineness of
indorsements, they must be apparently correct or guaranteed by the holder.
The order of the drawer tostop payment of a check is as binding as the order
to pay. Except when a check is drawn payable to ‘‘ bearer,” identification of °
the holder is necessary. Therefore, the teller examines carefully the date,
number, filling, signature, and indorsement. If an indorser signs his name
only, it is called indorsement in blank, and passes the title to the bearer, with
recourse. If he specifies a person to whom or to whose order payment is to
be made, it is called indorsement in full, or special indorsement, and the
indorsee’s signature is necessary to further negotiation. Indorsement is
qualified, or ‘‘ without recourse,” when by adding these words the title to the
paper is passed without incurring liability ; restrictive, when further negotia-
tion is prohibited or the indorsee is constituted an agent or trustee, and con-
ditional when something must be performed before the title can be claimed.
As it has been held that an indorser to whom paper is indorsed restrictively
for collection is not liable for the genuineness of prior indorsements nor on
the instrument after the funds have been paid to his principal, such paper
must be gnaranteed by the indorsee. Guarantee is also necessary of stamped
indorsement, except by bank stamp or special indorsement to a bank, and
when one person indorses for another, other than the treasurer of a corpora-
tion, secretary of a trust company, or Cashier of a bank. One executor or
administrator is suficient to bind all, but when there are two or more trustees
all must indorse.
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. We certify a check drawn by ‘‘D. Bros.” for $220,000 (Figs. 17, 24, 56, 64).
Like acceptance, it binds the. bank absolutely, but differs in that it is not
required by the check and when procured by the holder discharges the
drawer. Their account is therefore charged at once.

TeE DIFFERENT KINDS OF MONEY.

‘We now find that the balance carried from yesterday and receipts from
the second teller agree with our payments and cash in hand (Fig. 19). Of
the latter; the clearing-house and Treasury gold certificates, and the Treasury
gilver certiflcates are issued against deposits of a like amount of gold and sil-
ver dollars respectively, the Treasury notes against the silver bullion, at cost,
purchased under the ‘‘Sherman Act,” and silver dollars coined therefrom;
United States notes (‘‘ greenbacks ” or ‘‘legal tenders”) against Government
credit, and National bank bills against an equivalent deposit of United States

.bonds at par. The value of the metal in the silver dollar being about fifty
cents, its full purchasing and debt-paying power is maintained by the Govern-
ment policy of keeping the gold and silver dollar at par with each other, to
accomplish which the coinage of the latter is limited. The value of gold is
practically stable because of the even relation existing between the cost of
production and the demand. Being almost universally the standard of value
the slight variations are adjusted by a rise or fall in the price level. ’

The clearing-house exchange and other checks paid by the tellers are
proven by the check clerk (Figs. 28, 22). The bookkeeper's postings (Figs.
24, 25, 26) are made from the checks, tickets and letters and compared later
with the debit (Fig. 23) and credit (Fig. 1) books; and from the bank journal
(Fig. 54), and certification book (Fig. 17). The checks are filed alphabetically,
and, for city depositors, listed in the pass book (or on a separate slip and the
total transferred) when balanced.

For out-of-town clients statements (Fiig. 29) are made from original vouch-
ers and entries, compared with the ledger and forwarded with return blank
for reconcilement. To ascertain the value of the accounts the evening
balance less the next morning’s exchange is extended each day (Figs. 24, 26),
including Sundays, and the month’s total, divided by the number of days,
entered in the average balance book (Figs. 28, 32b).

FOREIGN AND DOMESTIC EXCHANGE.

‘“A. & Co.,” Chicago, wire us to pay ‘“C. & V.” $10,000 (Figs. 63, 1, 23,
24, 29, 15, 56, 64). We charge their account and credit Cashier account by
ticket, initialed by the bookkeeper that the balance is sufficient and by the
Cashier that the key word authorizing payment is O. K., and hand the payee
our Cashier’s check. It may be observed that, whereas we expect payments
by draft for items forwarded for collection, we credit the proceeds of collec-
tions made for other banks (Fig. 26), because there is always a demand for
New York exchange throughout the country and the bankers wish to draw
against their New York balances. The same is true of other cities, but for a
less extended area, and of London in respect of the world. Foreign and
domestic exchange are thus essentially similar, except that with the former
the currency differs, and since the premium or discount can increase only to
the amount of the cost of transporting the money instead of drawing or remit-
ting, the greater distance permits of wider rate fluctuation; e. g. £1 ster-
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ling gold equals in value $4.8665 gold. The rate can advance (or, vice versa,
decline) to $4.8665 plus the cost of insurance, freight, brokerage, unearned
interest and, if coin, abrasion, in exporting £1 gold to London. Rate fluctua-
tions depend upon the overplus or deficiency of bills drawn by Americans on
foreigners who owe them, to meet the demand by Americans, for bills to pay
debts abroad; the comparative earning power of money, particularly the rate
for short time and call loans in New York and foreign cities, and the transfer
of funds from one foreign country to another by buying drafts on one coun-
try and covering the purchase by selling drafts on another. We sell ¢“V. &
Co.” a cable transfer for £999 1s. 8d. at $4.88 one-eighth, plus cable cost, §2,
equals $4,878.78, and after affixing revenue stamps, ninety-six cents, wire
‘F” Bank, Limited, London, adding a prearranged key word for identifica-
tion, to pay “ W. & Co.” for account of V. & Co.” a like amount (Figs. 33,
38, 1, 56, 3, 7, 59, 8, 64). We sell *“U. & Co.” check on London for £10,000
(Figs. 83, 40, 86). Payment is received here tomorrow, March 2, but is made
abroad at clearing the day after the arrival of the steamer, say, March 11,
‘We therefore deduct nine days’ interest at three per cent., .00366, and since
there is no revenue tax on checks, the stamp charge on the cable per
pound sterling, .00096, total .00462, from the cable rate, 4.88125, and charge
4.881 less one-eighth (4.8825 less one-eighth per cent., .0061, equals $4.8764).
We buy £20,000 sixty days’ sight, documentary, comnmercial, payment bills,
delivery first half of March, C.0.D., at 4.84} (Fig. 837). The hypothecation
agreements accompanying the bill will permit the bank to sell the merchan-
dise covered by the documents and apply the proceeds to the payment of the
draft, if dishonored, and direct the delivery of the papers against payment
only, uuder rebate for the period from payment to maturity at one-half per
cent. below the rate of the leading joint-stock companies, which is one-half
per cent. under the Bank of England discount rate. The rate is arrived at
by deducting from the cable-selling rate $4.88125—.03875, consisting of reve-
nue stamps on cable, .00096, English stamp tax 1s. each £100, .00242, bills.
usance, sixty days; grace, three days; and allowance for transit nine days,
equals seventy-two days’ interest at three per cent., .02929, and profit, includ-
ing commission abroad, about one eighth per cent., .00608. The margin of
proflt is close, because the drawee rebates promptly (Fig. 31), diminishing the-
risk from a possible change in the discount rate, and the credit of the parties
is good. If the documents were to be delivered against acceptance of the
bill, it would run to maturity and the interest would be computed at the open
market rate for long time bills. We purchase from ‘‘ D. Bros.” a clean bill,
1. e. without documents, at three days’ sight for £102, 16, 7, at 4.863 (Figs. 33,
34), and credit the proceeds $500 (Figs. 33, 54, 64, 24, 34). The English
Stamp Tax on three days’ sight bills is 1d. only, and there are fifteen days to
maturity, making the profit, including foreign commission, one-quarter per
cent. “T. & Co.” deliver £7,611, 3, 5 (Figs. 33, 34, 30, 81, 37), sixty days”
sight, closing contract of February 20, at 4.83} C.0.D. for which we hand
them Cashier’s check for $36,800 (Figs. 33, 54, 64). In forwarding these bills
a carbon copy of the letter is retained as a record of the documents attached.
These are all properly signed and endorsed, the merchandise being deliver-
able, and the loss, if any, payable to the order of the shipper; the marks and
numbers on the insurance certificates are like those on the bills of lading and
the value of the merchandise is greater than the amount of the draft, as is
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also the total insurance, which is held covered in event of the ship’s deviation
from her usual course.

The needs of merchants trading with countries with which we have no
direct exchange are supplied by the issue of commercial letters of credit
(against an agreement providing for payment or forfeit of the collateral),
authorizing the seller abroad to draw, with bill of lading and certified con-
sular invoice attached, on a London banker, who, after he accepts the bill,
sends the documents to the issuer of the credit, and at maturity charges his
‘account. The latter holds the documents as collateral security, or, to permit
of storage or sale, delivers them to the purchaser against a trust receipt stipu-
lating the surrender of the warehouse receipt or proceeds upon delivery (Fig.
42). Of asomewhat similar nature are travellers letters of credit, authorizing
drafts on London up to a certain amount encashable in all parts of the world
(Figs. 41, 33, 88, 1, 56, 64). The foreign exchange balance on the general
statement (Fig. 66) when debit, shows the amount of the bank’s investment
in exchange; when credit, the amount of exchange funds in use by the bank;
and the balances abroad, when debit, indicate the amount of foreign funds in
use by the Exchange Department; when credit, the amount of funds on
deposit abroad. But, since considerable exchange is always in transit and
the larger portion of commercial bills remitted are not rebated until from ten
to thirty days after arrival, the foreign balance materially differs from the
New York balance.

This is adjusted by the issue of long bills maturing at short intervals when
the rate of discount, as shown by the difference between the rate obtainable
for our sixty day and demand bills, is more favorable than the cost of an
overdraft abroad. To estimate foreign balances (Figs. 35, 89, 66), we enter
the total payments credited abroad, as per cable advice, and against this the
cable transfers, when sold, demand bills when the steamer arrives and long
bills at maturity. Another important factor is our liability to foreign corre-
spondents, 7. e. the extent to which our drafts are secured by bills in process
of collection. This is indicated by the foreign register balance at the time of
the sailing of the steamer arriving last abroad, allowing for cables, sold and
purchased in the interim (Fig. 66).

“A. & Co.,” Chicago, offer ‘K. & Co.’s” note for §10,000 payable ninety
days after date for discount, ¢. e. for credit of a like amount less interest to
maturity. After entry in the offering book (Fig. 52) it is approved by an
officer or director. The paper is timed, the interest calculated, and the de-
tails entered directly from the note, and the books are checked to each other
(Figs. 62, 51, 53, 47, 54, 24, 29, 64, 15), after which the paper is flled under
its due date. Items maturing are ruled off and if dishonored so marked for
fature reference. We loan ‘“J. & Co.” 25,000 (Figs. 43, 45, 54, 64) at two
per cent., subject to call rate fluctuation (by Cashier’s check), against their
demand note, secured by 200 shares of ‘‘C” Mining Co. stock assigned in
blank, by the terms of which, if dishonored, we may sell the collateral and
apply the proceeds, and any other property of the borrower, in liquidation of
the loan. The certificates of stock entitle the party named on their face to
the ownership of the net assets of the company to the extent that 200 is a part
of the total number of shares issued; that is, to the capitalization (par value)
plus net profits, or minus net losses. They are quoted at $156 per share,
making the market value $31,200. The certificates may be passed from one
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person to another indefinitely, but the assignor having only authorized the
transfer, is entitled to the shares (and. accruing dividends) until the certi-
ficates are surrendered'to the company for transfer on its books in exchange
for new certificates in the transferee’s name. Assignment, therefore, differs
from negotiability, which is a property of paper payable in money only, in
that it permits of but one transfer of the certificate. Bonds differ from stocks,
being evidences of debt payable at a specified time, for a stated amount, and
usually secured by a mortgage on the property, or collateral deposited with
a trustee. The owner is a creditor, instead of a shareholder. ’

‘We also loan ‘“D. Bros.” $20,000 (Figs. 43, 45, 54, 24, 64) by credit in
account at five per cent. against their demand note as described above, secured
by bill of lading, insurance, and inspection certificates covering 32,000 bushels
wheat en route from Duluth to the seaboard by rail and lake steamers. It is
quoted in Duluth at seventy cents, making the market value $22,400, and the
documents arein order. ‘‘B. & Co.” pay their loan of January 28, with interest
from February 1, 1901, $30,050 (Figs. 44, 43, 45, 1, 56, 3, 7, 59, 64). The loan
card (Fig. 48) entries are made in pencil to permit of change in the quotation
as the market varies. The total amounts loaned or discounted at each rate
are added and the payments deducted from the rate book (Fig. §5). When
clients wish to ehange their securities a written order is required (Fig. 49) and
the substitution noted in a book and on the card (Figs. 50, 48, 49, 46). A daily
trial balance of the loan ledger, in the form of a slate to facilitate daily
changes, is essential to avoid making loans above the legal limit or greater
than is warranted by the responsibility of the borrower. The loans must also
be judiciously arranged so that the bank’s customers are well cared for and
the maximum of profit derived from its funds without reducing the reserve
below its required percentage of deposits. Some uncertainty always exists
in regard to how the bank will stand at the next morning’s clearing, but a
fair estimate may be made by comparing the certifications and Cashier’s
checks issued with the large checks received on other banks, and the collec-
tion balances due. *

The debits and credits in the Bank Journal (Fig. 54) are equal, and the
receipts are charged and payments credited to cash account (Figs. 1, 23, 22,
56). This agrees, therefore, with the cash on hand (Fig. 59) and the two sides
of the general ledger balance. The books of the various departments prove
with their respective accounts (Figs. 24, 25, 26, 33, 36, 64). The net deposits
(Fig. 57) net loans, (Fig. 60) circulation, legals and specie (Fig. 58) are entered
in the clearing-house average book together with the proportion of the cash
to the deposits (Figs. 65, 58).

A debit always records something given, and a credit something received.
If that which is given or received must be returned, it is an asset or liability,
and if not, a loss or a profit respectively. The profits less the losses are the
surplus and undivided profits (Figs. 61, 68).

This, however, is only the apparent profit, the net gain is arrived at by
adding accrued but uncollected interest on loans, and deducting the discount
credited but unearned (Fig. 68). ERLE.
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THE FINANCIAL AND INDUSTRIAL CRISIS IN
GERMANY.

Leading banks of Germany, Aypotheksn, mortgage and loan, saving deposit insti-
tutions, stock corporations and actsen gesellschafts, caught in the disastrous wave of
speculation which swept over the Empire and resulted in a series of crashes during
the current year, which utterly paralyzed finances and industries, are undergoing a
process of reorganization and liquidation which is sarcastically termed ‘‘financial
sanitation.” Almost every banking house and corporation is afflicted with the sani-
tation fever. Only two institutions remained firm and unscathed during the period
of probation; namely, the Retchsbank and Deutsche Bank, which resisted every
temptation to launch into the speculative maelstrom under the able managements of
Presidents Koch and the late Von Siemens, whose recent death called forth the title
of ‘ Germany’s greatest financier.”

German banks and stock corporations are now experiencing the inevitable after-
math of reckless speculation, over-capitalization and misappropriation of trust funds.
Four bankers and directors, unable to face the disgrace, sought refuge in suicide
during the present year since the Leipsig Bank tumbled to the ground and carried
alongalsoscoresof private corporations, including the T'reber- Trocknung Actien Gesell-
schaft, dependent upon the institution for subsistence. Other guilty accomplices
fled to the United States or other distant shores. Some of the bolder ‘ financiers
and ‘‘ promoters ” remained to soothe irate stockholders and creditors or induce them
to make a fresh start through reorganization. Many Aypotheken banks and actien
gesellschafts formerly went into liquidation but are now once more venturing upon
the troublous waters with new titles and officials. The Pommern Hypotheken Bank,
which went to the wall with $8,000,000 obligations, ventures to make a new appeal
to stockholders and directors offering new issues of stock in lieu of the old worthless
papers. Such braggadocio is astounding when it is recalled what a nest of corrup-
tion, misuse of funds and stock speculation was unearthedin the stockholders’ meet-
ings. It was equalled only by the audacity of the group ;of directors and auf-
sichtsraths involved in the destruction of the Leipsig Bank, when they recently made
another attempt to rejuvenate the house, but had to desist because of the opprobrium
which attaches to the name. Nevertheless they managed to reorganize the Treber-
Trocknung Gesellschaft, which was the principal factor in the ruin of the Leipsig
Bank.

The Saxon Hypotheken Bank, which followed the Leipsig and -Pommerp failures,
is likewise to be revived. In Mecklenburg-Strelitz a novel plan was hit upon to re-
store the insolvent bank, bearing the same name. Stockholders received a proposi-
tion to give up two-thirds of, their claims against the interest-bearing debt of the
bank and were promised reimbursement for the remaining obligations. The majority of
the stockholders resisted the plan, but a few clever former directors forced the reor-
ganization through despite these protests. More recently a stormy meeting of the
stockholders of the Hanover city street railway company washeld, at which open
charges were made that the road was being manipulated to enhance the real-estate
holdings of several of its officers and directors. - Owing to the peculiar laws of Ger-
many governing stockholders and banking institutions, the numerical majority of
the stockholders of this company were compelled to agree to a contribution equal to
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twenty-five per cent. of the value of the stock in order to meet the interest on a loan
of $500,000 from the Dresdner Bank. From Breslau still come echoes of the badly
tangled affairs of the Breslan Steamship Company, whnse stockholders awoke one
morning to discover that two of their trusted directors had fled to another country,
leaving behind as their legacy & heap of obligatiun paper contracted with the Reichs-
bank in the name of the corporation.

INFLUENCES THAT CAUSED THE SPECULATIVE CRAZE.

These are but the luminous object lessons taught the German financier to-day.
There are scores of private Aypotheken and pfandlesh institutions which closed their
doors and brought misery in many a humble household. Widespread indeed wasthe
havoc caused by the panic, for the savings of capitalists, as well as the humble la-
borer and peasant who trusted them to banks in order to draw a small interest, were
thrown into the pool. It was a speculative whirlwind which caught up the small
mites as wellas the capitalist who was mesmerized by the giant paces of the German
export movement during the last few years, the development of industries in the
Empire from infancy to sudden maturity. For it was the inauguration of the colonial
policy under the present German Emperor, the construction of giant fleets for the pro-
tection of interests on the high scas, the building of a magnificent mercantile fleet of
which the North German Lloyd and Hamburg-American lines were the pillars, which
started the speculative craze. The German financier and merchant who had hitherto
resigned himself to the dominantinfluence of Lombard Street and the Rothschild house,
became animated with the conviction that Germany's star of empire was destined to
make a metoric ascent. Within the space of four years the total exports of the Em-
pire leaped from $700,000,000 to over $1,000,000,000, while imports of raw materials
and staple articles increased from $900,000,000 to over $1,150,000,000. The swift,
capacious German steamers carried German products into new markets opened in
Asia, the Indies, Australia, South America, the Mediterranean and other parts of
the world. Wages were increased nearly fifty per cent. and workmen began to live
like human beings instead of starvelings. Everywhere the midday sun of industrial,
commercial and financial prosperity blinded capitalists, bank directors and fortune.
seeking investors. Banks opened streams of gold and assumed control of actien gesell-
achafts and private corporations, Large sums of money were invested on what later
proved to be worthless security. For example the Pommern Bank loaned a well-
known merch wnt 7,000,000 marks, or $1,750,000, for the establishment of a large trade
emporium, whose aggregate assets at the time were but half a million, which was
largely mortgaged in other directions.

But the thirst for speculation was so strong that the dignified, white-haired di-
rectors and banking officials who had been held up as careful investors, and as models
of ultra-conservatism, found themselves irresistibly carried along with the current.
In one year, during the height of the recent German industrial bulge, 182 industrial
corporations were organized with a total capital of $68,922,040, while in the follow-
ing year 254 companies were created with a capital stock of $90,551,860. But these
figures are infinitesimal when contrasted with the huge sums devoted to the exten-
sion of existing plants. An actien gesellschaft with less capital stock than 5,000,000
marks was looked upon with disdain. The bhigher the capitalization the more eager
became the demand for stock on the Borse. Bank clerks, professional men and la-
borers all deluged stock brokers with orders while actien gesellschafts continued to
increase their capitalization on the familiar liquid basis. Banks sanctioned such stock
issues and made large contributions to enterprises for the establishment of railways
under German control in German colonies in South and East Africa, Sumatra, Sa-
moa, New Guineaand ia the densely German settled sectious of South America. For
Germany was destined to wrest supremacy from England as lord of the seas and as
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acolonial power. That was the battle cry which brought showers of gold from in.
vestors. Huge sums were sent to South Africa for the construction of the railway
from Swakop-Mundung to Windhoek, foranother in East Africa from Dar-es-Salaam
to Tanganyika Sea. Germany must increase and hold its prestige as a ‘ world
power ” instead of an isolated empire threatened by foes on all sides, by building
railways in distant lands, by diverting immigration to German possessions and by
obtaining footholds wherever possible. Only a short time ago I attended a lecture
delivered before the German Asiatic Society where an officer declared that Germany
had been forced to seek an outlet for its surplus products in Asia because the Mon-
roe Doctrine obstructed its path in S8outh America and the swamps and fevers of
Africa discouraged immigration to those colonies.

CONSOLIDATION OF INDUSTRIAL AND MERCANTILE ESTABLISHMENTS.

A powerful engine in the development of the German industrial and commercial
movement was the consolidation of all branches of industry, manufacture and mer-
<antile houses. All sources of production were embraced in this giant consolida-
tion and muade part of a great military syndicate. Each special branch was con-
trolled by a governing board of directors, while these in turn were responsible to a
<entral organization which dictated market prices, the amount to be produced each
year, the amount to be devoted for home consumption and for export and the scale
of wages. Labor unionism proved a puny thing against this giant trust. The con-
summation of such consolidations was aided by the banking houses of Germany,
which likewise formed a co-operative system of extending credits to each other.
‘Some of the more clear-headed financiers warned their fellow directors that they
were departing from the path of rectitude, were endangering funds entrusted to
them and undertaking enterprises and prom(\)tlons which had nothing in common
with the banking business. But their voices were lost in the acclaim of the ‘‘ex-
pansionists.” The Government joined in by sending commissions to China, Africa
and distant lands to study opportunities for the opening of new markets to German
manufacturers and exporters. Emperor William in his speeches at Kiel and naval
<construction centers frequently reiterated, ‘ Our future lies upon the sea.”

SPECULATION STIMULATED BY THE BANKS.

It is necessary to contrast banking and corporation laws and methods in the Em-
pire with those in vogue in the United States to show how such reckless speculation
was allowed to sweep on unchecked until the fall came, until stocks became worth-
less in the hands of holders, dona fide papers decreased in value from thirty to sixty
and seventy per cent., while the Borse was besieged with wild-eyed men seeking in
vain to dispose of their securities.

Viewed on paper the banking system in Germany leaves nothing to desire. Each
bank as well as corporation has two governing boards. One is the directory the
other the aufsichtsrath. The iatter is in supreme control and usually embraces cap-
{talists, men of highly honored standing in the communities, and noblemen. In fact,
the higher the title the more famous is the institution. Banks eagerly sought to
add the names of counts, dukes and even princes to their aufsichtsrath. Their duty
was to outline in general the policy of the bank, pass upon credits and preferred se-
curities and in general to keep a watch on accounts. The books were laid before
the aufsichtsrath at stated intervals for their approval while the directing board of
officers recelved their instructions from this governing council.

Despite its red tape, its top-heavy systems and multiplicity of governing boards,
the entire fabric has been brought to the ground through the recent bank failures.
Instead of checking, exposing fraud and reckless methods, the dual character of the
governing bodies in banks encouraged deception and made conditious possible which
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could not have happened in United States National or State banks where compara-
tive simplicity is the safeguard. The sensational disclosures made after the failure
of the Leipsig, Pommern, Rhenish and Saxon banks all showed that either the ays-
sichtsraths were kept in ignorance of the management by *‘ doctored accounts” and
false information or were accomplices in the schemes of directors, In the Leipsig
case the ayfsichtsrath tried to clear its skirts of blame by insisting that the directors
had made loans to the Treber-Trocknung Actien Gesellschaft and other private enter-
prises taken under wing without informing the aufsichtsrath. This excuse wasalso
made by the council of the Pommern and other banks. But the evidence showed
that either one or mote of the ayfsichisrath were well informed and aided in keeping
up the deception. Not only did these banks make credits on security which would
have been rejected by any intelligent banker in Wall Street, but issued loans beyond
the proportion allowed by law. It is significant that only recently a poor newspa-
per editor of a social democratic paper was arrested, dragged through the streets
and beaten for writing a sarcastic editorial, but the ayfsichteraths and directors who
remained behind in spite of the evidences of their guilt escape scot free and areeven
daring enough to start new stock enterprises.

Voluntarily the director of the imperial bank inspection service resigned his office
after the succession of failures. It was a gracious act but not a confession on the
part of this official so much as the inefficiency of the German bank inspection laws.
With great naivete and cunning the financiers and promoters whose enterprises were
wrecked on the breakers are now laying the blame for the whole reaction on the
Borsengesetz, the tax on bank papers and the banking laws. They also blame stock-
holders and creditors who rushed to the Borse to sell their holdings as soon as the
crash of the Leipsig Bank announced the approach of the panic, while depositors
througed banks and withdrew their accounts. The statements of banks, large and
small, with the exception of the Imperial Bank and Deutsche Bank, revealed a
startling decline in deposits, resulting in a general decrease of the value of bank
stocks, from twenty to thirty per cent. among the stablest institutions. The pro-
moters and directors who had their hands in actten geselischafts suddenly found that
they could obtain no more funds with which to float loans or pay interest and divi-
dends, for the German modern financier knows just as well as his American brother
how to pay dividends from the principal account instead of actual revenues. That
explains the enormous dividends paid by the heavily capitalized actien gesellschqfts
in order to induce the public to buy its stock on the Borse. The withdrawal of de-
posits and the scarcity of money in the market caused by the distrust everywhere,
through the dishonest practices of the insolvent banks, brought about the stagnation
from which German banking circles and industries are now suffering, rather than
the uncertainty of the peunding tariff agitation.

‘“Reform the Borsengesstz and banking inspection laws,” is the cry which is
sounded in the ears of the ministers. ‘‘ We must remove the popular distrust and
reassure the public,” is the complaint of the German bankers, Gilt-edged securities
and the stocks of the best corporations go begging because of the withdrawal of
funds. The Prussian Minister of Finance heeded this despairing cry. He called
delegations of bankers, board of trade directors and financiers into his audience-
chamber and received suggestions for the reform of the banking and stock-dealing
laws. These have been drafted into a bill to be presented to the Prussian Diet at its
assembly in January. It aims at theinspection of the kypotheken mortgage and loan
banks through Government agents. It requires the monthly publication of assets
and liabilities, while official examiners are authorized to tally accounts and make
periodical inventories of assets and liabilities. The proposed reform bill also re-
quires banks of certain grades to take out licenses from the Government and which
will be revoked in case the bank violates the provisions of the law,
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PROPOSED MODIFICATION OF THE LAW PROHIBITING OPTION TRADING.

The bill formed by the Prussian Minister of Finance also intends to moderate the
- anti-option law. From all sides there are storms of protests against the continuance
of this law, which became operative in 1897 and was brought in by the Agrarians,
who are styled the enemies of liberal commercial and industrial interests. The
anti-option law forbids speculation in stock and grain futures. Its object was to
enhance the price of farm products and thereby increase the value of ground and
leases held by the titled landowners or feudal aristocracy of the Empire. But the
law utterly failed to fulflll its purpose. Instead of discouraging speculation it
reduced the Berlin grain market to the importance of a provincial market, extin.
guished the middleman or commission man and was responsible for the dissolution
of the large produce exchanges. Speculation in grain has been carried on through
exchanges at Liverpool, New York and Chicago, while the stagnant condition which
prevails at the Borse reveals how utterly inefficacious the law was in preventing
vicious speculation in stocks. The stock-brokers and financiers are now clamoring
for the repeal of the law ; but the Agrarian party is still in the saddle and has already
issued its ultimatum that the tariff law and budgets must first be passed before
banking reform or the correction of banking inspection laws can be undertaken.

OUTLOOK FOR THE FUTURE NoT REASSURING.

The prospects faced by the financial and banking interests of Germany in com-
mon with its industries and commercial circles are dark and foreboding. The Kolo-
niale Gesollschaft complained bitterly at its recent annual convention that no money
was forthcoming to complete railways in Africa, South America and other territory
where German commerce is to be promoted by the investment of German capital.
Several railway projects lie in unfinished stages, while other prospective lines have
been abandoned. The German capitalist is too wary now to venture into these
treacherous colonial development schemes. Moreover, Germany has not proven
successful as a colonial power. German immigrants continue to wander to the
United States, South America and Australia but refuse to take up the burdens of
the Fatherland in its African colonies, in Sumatra, New Guinea, Marshall Islands
and SBamoa. These possessions are all ‘ white elephants’ on Germany’s hands to-day
and require annually large expeunditures for administration, garrisons and indirectly
demand the elaboration of naval projects. But the most serious danger which to day
awakens the fears of German financial and commercial interests is the threatened
‘“ Americanization” of the North German Lloyd and Hamburg-American. The
prospects of Morgan bodily wresting the control of these giant steamship lines from
German capitalists by the gradual acquisition of stock in the Berlin, Vienna and
Hamburg exchanges is gravely discussed in long editorials and the warning held
out that such a transaction is within the realms of probability in view of the colossa}
undertakings of the Morgan syndicate. Not only would the ‘° Americanization” of
these two great German steamship lines be a bad and indeed fatal blow to German
commercial prestige, but would deprive the Government of its ablest auxiliaries in
the event of war, Under the German subsidy statutes the Government may employ
the steamers of these German lines for transports, for munitions, provisions and
other available service if war is declared with another power.

A remarkable contrast amidst the confusion of German banking and industrial
finances to-day is the situation which prevails among the life insurance companies.
During the last year twenty-three capitalized corporations were formed to transact
life insurance business with a total capital of 76,883,109 marks, while twenty-one
mutual companies were formed with a total of 64,216,862 marks. The success of
the life insurance companies in Germany is largely due to the Government statutes,
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which are so framed as to discourage foreign companies in entering the field as com-
petitors. Nevertheless it is theNew York company which underwrites the Imperial
Exchequer loans of Germany.

German banks also suffer a severe handicap because of the burdensome stamp
taxes which the Government imposes upon checks, drafts, exchanges, negotiable
papers and all bank transactions. The tax was increased in 1897 and is said to have
driven a large proportion of banking business to Paris and London. The heavy
expenses of the Government for the maintenance of the army, the naval elaboration
programme, the colonies and the civil government, are shared perhaps more heavily
by the banks than any other interests. In addition to the income tax there are
‘State, imperial, local taxes and the stamp duties. The Prussian Minister of Finance
has been appealed to from all sides to lighten the burdens thrown upon banking
institutions by a reduction of the bank stamp taxes. But the German Government
is face to face with a deficit in making up the annual budgéts for 1902-8; its revenues
from the imperial railway have been less than last year, while the income tax has
brought in less than in years because of the depression in industrial circles. In view
of these facts it is improbable that the German banks will succeed in obtaining the
repeal of the onerous taxes.

CUMBERSOME BANKING METHODS.

‘“We should send our directors and clerks to New York to learn banking,”
remarked an official of one of the oldest and leading banks of Berlin to the writer.
The delay in cashing checks and drafts, in making deposits, negotiating exchanges
and the volume of red tape in the German banks would ‘drive the American busi-
ness man to desperation. Every transaction must be entered in three different sets
of books, before it is concluded, while the patron waits. Another source of weakness
in the German financial institutions is the ridiculously low wages paid to clerks.
‘Owing to the *‘ sanitation” epidemic most of the banks have radically reduced the
already small salaries of bank employees. In one of the ‘‘sanified ” banks the fol-
lowing changes have been made: One married officer, who has been employed
steadily with the institution for twenty years and had four children to nourish, has
been reduced from $900 a year to $375 ; another officer with twelve years’ steady ser-
vice, who formerly drew an annual salary of $680, now obtains $500. It is generally
acknowledged that the average bank employee in Germany is not as rapid, quick-
witted and valuable as the clerks, bookkeepers and desk officers in the United States,
but it is nevertheless a sad commentary against the German banks to contrast the
salaries paid here and in the ‘‘ States.” CHRISTIAN A. LunNOwW.

BERLIN, December 28, 1901.

SUReETY CoMPANY NoT LIABLE.—On January 6 Chief Justice Fuller, in the
United States Supreme Court, delivered an opinion in the case of the Guarantee
Company of North America vs. the Mechanics’ S8avings Bank and Trust Company,
of Nashville, Tennessee.

The bank attempted to hold the Guarantee Company on a bond given by it for
the proper conduct of & man named Schardt, who was first teller and then Cashier of
the bank and who abstracted $100,000 of the funds of the institution. The court
held that this could not be done, on the ground that the bank had forfeited all pro-
tection through the carelessness of its officials in failing to notify the Guarantee Com-
pany that Schardt was speculating, as the contract required that they should do in
case they became aware of such conduct on his part.



SOME DIFFICULTIES IN THE WAY OF A CENTRAL
BANK.

(W. R. LAwsoN in the London * Bankers' Magazine."]

But, as President Stickney impressed on the bankers’ convention at Milwaukee,
money is a very subordinate factor in modern banking transactions. If his homely
but forcible definition of banking as a ‘‘swapping of credits” be accepted, the
credits become the test of bank management. They are the final crux, whether the:
banks be large or small ; whether they be isolated and independent, as in the States,
or centralized, asin Englaud. If we go a step further with Mr. Stickney, and adopt
his view that it is the duty of banks to go ahead ‘‘swapping credits,” however criti-
cal the times may be, or however precarious their own position, then the quality of
the credits becomes of still greater consequence. A well-managed baunk, which has
all along been very careful in its selection of credits, may have no need to draw in
during a panic. It may even extend its operations then with safety and advantage,
for the business brought to it will be much better than that of ordinary times, and
it will have more scope to discriminate. But, if a bank has 8o managed its credits.
in the good times that it dare not increase them during a financial emergency, it will
be vain for Mr. Stickney or anyone else to preach to it on the banker’s duty to keep
on working the credit machine to the bitter end.

It is almost a truism to say that the business of banking, or, as they prefer to calk
it in the West, ‘' swapping credits,” depends altogether on the quality of the credits.
created. In every commercial country, and under every banking system, these
differ. They originate among different classes of people, and in an endless variety
of business transactions. They have their national peculiarities in France, in Ger-
many and among ourselves. In the United States they follow no European model,.
but have struck out channels of their own, purely American both in magnitude and
audacity of design. There is no inherent probability, but the reverse, that banking
methods which have answered well in & humdrum country like our own would serve
equally well in the United States, where everything is on a Niagara scale, and is-
driven at breakneck speed. Even if the United States were a tabula rasa as regards
banking, and could start fresh with an exact duplicate of the Bank of England, the
success of the experimeut would be by no means assured. But where, as in this.
case, there is a fully-developed system already in possession of the fleld, the chances
of success would be infinitely smaller.

In finance, as in politics, every country develops institutions suited more or less
to its genius and its local conditions. The American banks of to-day, however open
they may be to criticism, would not be where they are but for certain national needs
and popular sentiments to which they have responded. These needs and sentiments
would have to be respected in any new system, and there is no guarantee that one
could be devised which would answer to them as completely as the existiog system
does. It is already interwoven in the history of the country, and has taken deep
root among the social and commercial habits of the people. They know both its
weak and its strong points, and can strike an average of them. But to change over
suddenly to a foreign banking system would be launching on an unknown sea.

That American banking is equal, or nearly equal, to what is required of it no one
will venture to assert, least of all anyone who has had practical experience of it. It
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will have to be greatly strengthened at various points before it can be trusted to
weather such another storm as that of 1898 ; which after all was a mere breeze com-
pared with the possible panics of the future. But the strengthening can be best
done perhaps on existing lines, and with as little imitation of foreign systems as may
be. All through the free silver agitation we continually cautioned the Americans
against violent and excessive changes in the details of their currency, which after
all are secondary matters so long as they have a safe working standard behind them.
The same advice applies equally now to the details of their banking business. The
real danger does not lie there, but in the furious inflation of the business itself. So
long as the credits created by the banks for the service of commerce are of the right
quality, it will matter little how they are issued to the public, whether by a central
bank with many branches, or by a multitude of local banks.

President Stickney, and the other American financiers who advocate centraliza-
tion in place of dispersion, seem to us to attach too much importance to the mere
process of creating and distributing bank credits. By giving that undue prominence
they divert attention from the much more critical question of the quality of the
credits. A time is fast approaching in the States when the latter question will force
itself on the large banks and the small ones alike. And when the ordeal arrives it
may not be the small banks that will come least creditably through it. Every one
knows, or at least has a shrewd guess, what sort of credits the New York banks have
been manufacturing and ‘‘ swapping” with each other in the past few years. The
billion-dollar trusts, the copper corners and the Wall Street ‘‘ combines” they have
had to finance are not the best possible creators of banking assets, and so far as these
are concerned there has perhaps been quite enough banking ceutralization already.

A FriNG AT THE NEW YORK BANKS.

Banking centralization is indeed a very large subject, especially in the States, where
the very term has a variety of meanings. President Stickney himself, clear thinker
88 he is, has used it in more than one sense. In one part of his address he applies it
to large banks with branches, as distinghished from small local banks. In another
it refers to his ideal ‘‘ bank of banks,” which is to supersede the Treasury as the
keeper of the national reserves. These are two radically distinct things, which may,
and in fact ought to be, kept separate in banking discussions. The issue as between
large and small banks may be considered quite apart from the other. It may grad-
ually solve itself in practice without much help from theorists. There are already
signs of a tendency in that direction, and of late big banking amalgamations have
varied the monotony of railroad combines and steel trusts.

This part of the issue is comparatively simple. It is rather a matter of fashion
and convenience than of principle. 8o long as the Americans can ‘‘ swap credits”
satisfactorily with their one-horse banks, they will probably stick to them. When
they find they can be better served by centipede banks, they will not be slow to
change. During the next few years they will have ample choice offered them
between the two. Banks with branches are being projected, and existing banks are
said to be considering the advisability of establishing branches. In the case of the
National banks there may be some legal restrictions to overcome, but none which
could not be easily removed if there were a decided desire for it. So long as bank-
ing business proceeds smoothly, there may be very little disposition to try a change ;
but next time the banks are caught in a squall, Mr. Stickney may see a rush made
for the Scotch system. .

His supreme central bank is quite another question, much more important, and
at the same time more difficult of solution. It is not to be settled by popular senti-
ment, and little light is thrown upon it by the past experience of the American
people. All they know is, that the experiment of a head bank has been already
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twice tried, and both times it has failed. It may have been special causes that killed
the first Bank of the United States in 1811, and the second in 1886, but two events
so unique in the history of banking do not augur well for a third experiment of the
same kind. If such a bank was so little suited to the United States of that day, it
would have to be proved that the circumstances had completely changed before
another attempt could be made with better hope of success.

A Loxpox OpPINION oF NEW YORK'S PROMINENT FINANCIERS.

Certainly some of the hostile influences which ruined the two Banks of the United
States still survive. The jealousy of the other banks would be quite as keen as it
was in 1811 and 1886. And it would be much more formidable, because more pow-
erful. Not only would there be thousands of National banks and State banks
arrayed against it, but a far more dangerous rival than all these put together
would have to be reckoned with in the inner circle of high financiers who now rule
New York, and through New York are trying to rule the whole financial world.
However powerfully and convincingly reformers like President Stickney may plead
for a ‘‘ bank of banks,” their eloquence will go down the wind so long as Mr. Pier-
pont Morgan and his billionaire bodyguard stand aloof. It really rests with these
financial magnates to say what the American banking of the future is to be. They
control it almost as completely as they do the railroads, the big trusts, the churches
and the newspapers. Without their approval not a finger can be lifted in any of
these connections.*

The question may therefore be as well faced at once : What attitude would they
be likely to assume towards a central ‘‘ bank of banks ?!” The auswer that will
occur to everyone is, that so far as it could be made useful to themselves they would
very probably support it. But their friendship might be even more fatal to it than
their hostility. The financial dictatorship they have established would brook no
rivalry, still less any superior authority. At the very birth of the ‘‘ bank of banks”
they would cause a grave dilemma. A choice would have to be made between the
risks of having them in the direction or of excluding them from it. In the Bank of
England such a dilemma has never arisen, nor is it at all probable. Its direetors are
pre-eminently safe men. They are not as a rule brilliant financiers or great banking
experts. Most of them are plain, steady-going merchants, with neither the will nor
the power to indulge in financial fireworks. As English gentlemen they do their
duty honorably and carefully according to their lights. They are not too friendly
either with the Government of the day or with the Stock Exchange. Iun the diffi-
cult decisions which often devolve on them they study the general interest in a
broad, business-like spirit, and the conclusions they arrive at are in nine cases out of
ten practically sound.

Whether a similar directorate, representing the happy medium between plain
business and high finance, could be found in any other country is a question. In
New York it would be an obvious impossibility.t There the high financiers hold

*The notion that banking legislation will be dictated by New York could not have origi-
nated in this country, where it is known that the bankers of New York are generally indif-
ferent on the subject, desiring only safety and stability in the banking system. They opposed
the National Banking Law when it was enacted. for the reason that it was in some respects
an experiment, and was not any better than the banking law of New York State on which it
was modelled. They do not take the lead in the agitation for a central system of banks with
‘braaches, knowing that many of the advantages of the branch system may be secured under
existing laws, and they are not prominent in championing an asset currency, because their
chief business is done on deposits furnished by their customers. In short, the attitude of
most of the New York banks {8 extremely conservative in regard to changing the banking
system of the United States.

4+ The severity of the comparison which Mr. Lawson makes between the financiers of New
York and London may be tempered somewhat when one reflects that the wonderful strides
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such unchallenged sway that with them it is Aut Cmsar, aut nullus. Mr. Stickney’s
Government bank could neither do with them nor without them. If there were no
other objection, this of itself would be almost ground enough for despairing of suc-
cess. But there are other difficulties, both national and general, to be feared. The
relations of such a bank to Congress, to the Treasury, to existing banks, to the stock
and foreign exchange markets, as well as to the public, would all demand careful
adjustment. At first, absurd and extravagant ideas might prevail as to its proper
duties. It would be expected to do everything the Treasury does now, and a good
deal more besides, for the relief of the money market. It would be blamed, as the
Treasury is now, for all that went wrong with stocks, or the foreign exchanges, or
the gold reserves.

But there is a prior question we might have asked : How is the proposed bank
going to earn its living without upsetting present arrangements, and intensifying
the scramble for money which Mr, Stickney deplores? It is to be a business bank,
of course, and to be self-supporting. No one proposes that the Government should
subsidise it beyond giving it the Government account to keep. But that might not
be a very lucrative job if the Treasury drove as close bargains with it as it does with
its existing bankers. It would have to pay interest on Government deposits, as all
deposit banks do now,* and how is it to employ them in order to make a profit? If
it should lend them out, it would come at once into collision with the existing banks
doing similar business. It would be such & large lender that it would control the
market—a condition which the other banks might not enjoy. Should it enter into
competition with them, what inducement would they have to keep their reserves
with it? And what would it do with their reserves if it got them? If it kept them
idle, it would be doing its rivals a free service at its own expense. If it used them,
or a large proportion of them, they would cease to be reserves.{

Holding gold reserves for other banks cannot from its very nature be a profitable
business. Unless accompanied, as in the case of the Bank of England, by compen-
sating privileges, it could not possibly pay. But President Stickney, as we have
seen above, expressly stipulates that his ‘‘bank of hanks” shall have no special
privileges. It would not, he says, be necessary, or even desirable, to grant it &
special charter. It is to be under no obligations to the Government, because ‘‘bank-
ing business is a part of commerce, and commerce is an individual, not a govern-
mental function”—which brave sentiment compels us to ask once more, what is this
magnificent institution to Jive on? If it is to have no privileges, or perquisites, but
to have to fight for its own hand all the time, it might find that its theoretical
grandeur did not pay.

Now, let us imagine this head-centre bank duly established in New York, and in
full exercise of its principal function—taking care of the gold reserves—not only of
the New York banks, which of itself would be a serious undertaking, but of all the
banking reserves throughout the Union. Mr. Stickney has, perhaps, never esti-
mated what these generally amount to. The associated banks of New York held at
the end of September (1901) the following cash assets:

£ T $178,986,400
Legal tenders........cciieiieiieiet niarnnseisnestasctossssonanessssaesonss 71,409,700
TOtAL.cetereritieaeieiernsensnesnroneretsstsesssessossonsasnenssscsonse $250,406,100

towards financial supremacy made by New York in recent years may have tended to excite
the jealousy and ruffie the composure of some of the London financial writers.—Editor
BANKERS' MAGAZINE (New York),

* National bank depositories In the United States do not pay interest on the Government
funds deposited with them.—Editor BANKERS' MAGAZINE (New York).

+The National Banking Law contemplates the use of bank reserves, as only the banks in
central reserve citles (New York, Chicago and St. Louis) are compelled to keep thelr entire
reserves on hand.—Editor BANKERS' MAGAZINE (New York).
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The National banks, as a8 whole, showed at the date of the Comptroller’s last
report (July 15, 1801) an aggregate of over $540,000,000 in cash, thus made up:

Lt T N $9802,826,000
BIIVOr...cceeiiiennatccanreccenseeccsonnnssossanscrcsnsssriossscccsonntssnns 68,250,000
Legal tenders......c.ccocceeeneee T 100,714,000

TOtAL . oociinueiieesnteraeieenssecssstsossestoctssntscsensssacesnannne $540,790,000

For the innumerable State banks, S8avings and private banks, it is impossible to
obtain returns, but their cash reserves should be fully one-half those of the National
banks, or say $270,000,000. Still another large reserve has to come into the reckon.
ing, namely, the net cash in the Treasury. It has averaged of late about $800,000,-
000. The grand total of the three cash reserves which our ideal ‘‘bank of banks”
would have to take care of has thus got considerably ahead of $1,100,000,000, coin-
ciding almost exactly with the capital of the steel trust. The precise figures are :—

BANKING RESERVES OF THE UNITED STATES, 1901.

NationAl DANKS.....ccovtvrreneeieitiirarssssestoeassssssssasssosssassssenns $540,790,000
State and private banks (estimated).....c..cc.oveiiirrnicnscconnraes vesesse 270,400,000
TrCABUNY ... evvuerirmmosssanseessssensonssssssssosasssassssssossossssnassonns 800,000,000

TOLAL . e eeirierensnnnnnnsenncseertossssessnsvossassansasssrrscssssescee $1,111,199,000

If Mr. Stickney’s dream could be realized, and the bulk of the bank reserves—
say three-fourths of them—were transferred to a head-centre bank in New York, that
institution would have $880,000,000 of legal money to deal with. The cash in its
vaults would be more than four times as large as the stock of gold in the Bank of
England. It would amount to nearly two-thirds of the total stock of specie held by
the seven great National banks of Europe. Such an enormous sum is not likely to
be entrusted to any single institution without proportionate guarantees. The ‘‘bank
of banks” would require to have a handsome capital merely to protect its deposits,
. and there would have to be a promise of liberal dividends in order to get the capital
subscribed, but how are even moderate dividends to be earned by merely sitting like
a hen on the nest-eggs of other banks?

‘When we consider how many practical difficulties there are in the way, and how
ittle they appear to be appreciated by even the most intelligent advocates of a head-
ceatre bank, it is permissible to doubt if the Americans have as yet taken the subject
up seriously. If they had done so they might have discovered ere now that this is
not a very suitable time for such an ambitious undertaking. American finance has
never been 8o deeply committed at home and abroad as it is just now. Its short-
lived dream of making New York the monetary centre of the world has been rudely
dispelled by an unaccountable fall in its foreign exchanges and compulsory ship-
ments of gold to Europe. The trade returns, which year by year produced on paper
magnificent surpluses of exports over imports, have proved a mirage. The huge
credits which were supposed to be accumulating in Europe have somehow vanished.
In place of them we find London and Paris full of American paper which has been
renewed again and again during the past year. The great * creditor nation” that
was to be is still a great debtor nation.

Even the most prominent American capitalist, with all his courage, might think
twice before attempting to consolidate eight hundred million dollars of bank reserves.
The gigantic combinations already launched in the States must be placing a sufficient
strain upon the resources of every bank and trust company concerned in them. 8o
active have the banks been recently in ‘‘ swapping credits” that their loans and dis-
counts almoest equal their deposit money. Formerly they used to show a consider-
able balance of deposits unemployed, but latterly they have been lending up to the
hilt. Ten years ago the National banks—then 8,679 in number—had less than two

(]
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thousand million dollars ($1,989,854,000) of loans and discounts. In July last the
total had risen to nearly three thousand million dollars (§2,956,908,000), while the
number of banks had increased to 4,165. In a single decade the loans and discounts
had thus grown nearly one thousand million dollars, or at the rate of fifty per cent.,
while the individual deposits aggregated $2,941,837,000, or very little more than the
amount of the loans and discounts.

How different the National bank policy of 1901 to that of 1898! Then the banks
held on to their deposits like grim death, but now they appear to be loaning them
out again as fast as they are received. In another direction they have developed an
activity which calls for remark, Their balances to and from other banks have
undergone a remarkable development. The aggregate accounts due by other banks
have advanced from $817,805,000 in 1891, to $788,227,000 in July, 1901; and those
due to other banks have risen from $187,727,000 to $526,151,000.

Transactions between the banks themselves constitute about a fourth of the total
business done. Similar ramifications probably exist among the State and private
banks, indicating & complex situation not to be meddled with lightly. Even if the
proposed consolidation of banking reserves were a more practicable scheme than it
is, and beset with fewer difficulties, this does not seem to be at all a propitious time
for 8o hazardous a venture. Attractive as the British model may be, which Presi-
dent Stickney is so eager to copy, there is little evidence that it would suit the
Americans, but a good deal of evidence to the contrary. How it would fit into their
intricate scheme of banking, entirely different as it is from ours, we are at a loss to
imagine. Whether or not it could, even if successful, compensate for the universal
disturbance which its introduction must involve is more than doubtful.

Important as it may be in itself, and deeply interested as many leading financial
authorities may be in it, this is not the most urgent banking question of the day for
the Americans. They may have several others to solve before it comes within the
range of practical finance. On this side of the Atlantic people who watch the course
of American affairs are much more concerned about how the existing banks may be
able to bear the weight of sky-scraping combines; how much longer they can be
expected to carry the loads of high-priced stocks that have accumulated in Wall
Street ; and what effect a spell of really dear money might have on them. In short,
is there any danger of a repetition of 18987 The bare thought of such a possibility
will, when realized, eclipse all academic schemes of banking reorganization.

K~Nox’s HisTORY OF BANKING.—In a notice of this work in its issue of December
7 the Springfield (Mass.) ‘* Republican,” says:

** It is a book of 850 pages, conmmnf a vast amount of useful matter touching on the
banki hlator{ of the country, Part LI of the work deals with the S8tate banks, which held
the field exclusively from the closing of the Bank of the United S8tates to the establishment
of the National system. An effort has been made to seoure an adequate acoount of the bank-
ing legislation and State banking experience of each of the American commonwealths, and
in most cases it has been sucocessful, certainly for all practical purposes. The result is a vo-
jumnious compendium of information concerning banking and currency in the United States,
most valuable for reference uses.”

At this time, when the reconstruction of the American banking system is under
discussion, and when proposals are being put forth for alterations in the method of
issuing bank notes, this book will be found especially interesting and valuable. It
gives a full account of the history of the State bank currency of the period preced-
ing the Civil War, recording impartially the facts in regard to the banks that issued
insecure notes as well as those whose circulation was always promptly redeemed.

A thorough understanding of the country’s banking history will greatly aid in.
the intelligent consideration of the currency and banking questions that are certain
to be prominently discussed in the next few years.

Knox’s History of Banking is the only book that gives a history of the first and
second United States Bank, the State banking systems of all the States jand of the
National banks.



THE FALL OF THE SECOND UNITED STATES BANK.
A DRAMATIC EPISODE IN OUR FINANCIAL HISTORY.

The recent advocacy by some of our most distinguished financiers, among them
Becretary Gage, of a great central bank to replace our present independent Treasury
system, recalls the fact that the country has already experimented with two National
banks, both of which were emphatically ‘‘ turned down” by the public opinion of
their day.

The first Bank—Hamilton's—chartered in 1791, ran peacefully for twenty years,
and expired as peacefully in 1811, Congress having declined to renew its charter.

Each political party, in turn, strove to gain possession of it, and the one which
failed naturally discovered that the Bank, in the hands of the opposition, was an
engine of injustice and oppression.

But the emergency of a second war with England quickly demonstrated the
inadequacy of private State banks for any such crisis, and in 1816 the second Bank
-of the United States was chartered. This bank also ran for twenty years to 1886,
when Jackson refused to recharter the institution, and compassed its final ruin amid
convulsions which shook the small business world of that day to its very foundations.

In 1880, when Jackson opened fire upon it, the Bank of the United States was an
apparently impregnable financial fortress, Its home was in Philadelphia, where it
occupied a stately marble building, Twenty-five branches were maintained in the
principal cities. These branches, of which there were too many, proved afterwards
to be a source of weakness.

The handsome and able Nicholas Biddle was President. Biddle, who was chosen
for this high office when only thirty-seven years of age, was a man of fine appear-
ance, ambitious, adroit, and wielding the pen of a ready writer. On the other hand,
be was visionary, and quite failed to comprehend, especially in his earlier passages
with the Administration, the spirits whom he so jauntily defled. His fluent letters,
full of fine phrases, drew out all the venom of the ‘‘ Kitchen Cabinet,” as Jackson’s
intimate, but unofiicial, advisers were called.

The first cloud appeared over the branch bank at Portsmouth, New Hampshire.

Affairs at this branch had been mismanaged, and Jeremiah Mason, a Federalist,
an able lawyer, and a friend of Webster’s, had been appointed to set them right. In
setting them right he incurred the enmity of local politicians, one of whom, Jack-
son’s favorite henchman, wanted the place. Complaints and charges were forwarded
to Washington.

Biddle went on to investigate, found Mason and the Bank all right, and so
reported.

Had he stopped here all might have been!well. But no, he;must needs write
another letter to the effect that as the Bank was not in politics, interference of that
sort would not be tolerated from any quarter. A sound enough principle, but
hardly applicable to that day when nearly every bank was chartered and conducted
a8 a party institution, and clearly not in accord with the Jacksonian idea so happily
formulated by Governor Marcy of New York, * that to the victor belonged the
spoils.”

Amos Kendall, at once Mephistopheles and Machiavelli of the Administration,
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lost no time in interpreting Biddle’s letter as an act of deflance to his chief. The
wrath of the old Indian fighter, who was much more ‘‘in the hands of his friends”
than people imagined, rose instantly to the boiling-point, and he swore ‘‘by the
Eternal,” that the ‘‘Mooster,” and ‘‘ Beast,” as he called the Bank, should be
destroyed. In his next message to Congress, he fired his first gun by questioning
the Bank’s constitutionality. Immediately the Administration organs jofned in the
hue and cry, ably seconded by the State banks, which were in nowise averse to
profiting by the ruin of their monster rival. The uproar was prodigious, but the
Bank stood firm. Its stock, which was quoted at 125, dropped a few points, but
quickly recovered and rose to 130.

Towards the close of his first Administration, Jackson’s anger had so far cooled
that he would probably have signed the bill for the recharter, had the Bank been
only a little more complaisant. The enormous pressure brought to bear in its favor
would have frightened a more timid man and crushed a weaker one.

The utility of the Bank was undeniable. It furnished the only paper circulation
worthy of the name. Everywhere in the States, and even in Europe, 18 notes were-
accepted at their par value.

So far, the Bank had withstood the malice of its enemies ; it had now, unhappily,.
to contend with the imprudence of its friends.

: TrHE BANK A8 A PoLITICAL IssUE.

Jackson was to run for a second term. His opponent was Henry Clay. Clay,.
who in spite of his magnetic eloquence was never a prudent political manager,
insisted that the Bank should be one of the main issues of the campaign. The-
directors protested against this most unwise course, but they could not afford to-
offend their great champion, who, at this juncture, was quite as obstinate and dic-
tatorial as Jacksoun himself. Thrown into the dusty arena between clashing political.
factions, what chance did the Baok have, what chance would any bank have bad,
which staked its popularity against the popularity of the Hero of New Orleans?

Inflamed by this direct challenge, Jackson, after his triumphant re-election, took
the next step in compassing the destruction of the ‘“ Mouster ” by the withdrawal
of the public funds. Duane, the then Secretary of the Treasury, refused to obey
the President’s behest, and a more compliant Secretary was found, in the person of
Roger B. Taney, afterwards Chief Justice, and author of the celebrated Dred Scott.
decision, who proceeded to distribute the Government funds among such of the-
State banks as could possibly be got into condition to receive them. Compelled by
the loss of these deposits to call in its Joans, a period of great busiuess depression set.
in, culminating in the panic of 1837. Two years before, when the financial skies-
were lowering, a great fire in New York city had swept away the larger part of the
business section. During that hard winter monster delegations went on to Washing-
ton to implore the President to cease his war against the Bank. Jackson only swore
and stormed at them, between the puffs from his cob-pipe, and bade them go to-
Nick Biddle, who had millions lying idle in his vaults.

FINAL DOWNFALL OF THE BANK.

‘When the charter finally expired, in 1836, so determined was Philadelphia not to-
lose the Bank, and her commercial supremacy over New York at the same time, that.
a State charter was procured, and five years more of life as the United States Bank
of Pennsylvania was left to the concern. But its birth was tainted. Bribery in
securing its charter, followed by the wildest of speculative banking by Biddle and.
his associates when once relieved from Governmental restraint, ended finally in ruin
and disgrace to all concerned. The Bank, with many others, suspended twice, once:
in 1887, again in 1839, and finally, in 1842, closed its doors for good. Biddle was-
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arrested, and only escaped imprisonment on a technicality. He died the next year,
insolvent and broken hearted, Jackson himself dying the year after.

Although the most rigid Congressional investigation failed to unearth any serious
mismanagement in the conduct of the old Bank, it naturally, though most unjustly,
had to bear much of the odium which was heaped on the new Bank after its down-
fall. No institution ever had stronger friends or more inveterate foes. Many peo-
ple believed that the Bank of the United States could not fail.

Three months before it wound up its affairs, its stock sold for 116. Fora decade,
or more, Bank or no Bank was the paramount issue in American politics, and was
only dwarfed by the rising agitation against slavery. While at times sinking to the
level of a personal quarrel between Jackson and Biddle, the ‘ Bank war” was, in
reality, only a phase of that contest between democracy and the ‘‘ money power”
which so largely engrosses the annals of all republics. The Bank then stood for
rallroads, trusts and our modern combinations of capital. All those prejudices
and superstitions which are continually smeuldering against organized capital blazed
out in the early thirties against this “ Monster” and ‘‘ Beast,” which Jackson and
his demagogic advisers constantly afirmed was destroying our liberties.

The struggle of the masses for political power culminated in the election of
Jackson in 1828. Before that time, our Massachusetts and Virginia Presidents, with
their Administrations, had adhered, in varying degrees, to old-world precedents and
traditions. The advent of the Tennessean marked the downfall of the old classical
order, and as'a part of that order and one of its main bulwarks, the United States
Bank was overthrown.

The State hanks, which had contributed in no small measure to this end, flooded
the country with their paper issues, and for the next twenty years we had ‘* all
kinds of money ” in circulation. But these banks, in the crisis of our Civil War,
were again tried and found wanting, and the National bank idea had a sort of rebirth
in the National banking system devised by Secretary Chase.

Meantime, the independent Treasury had, after considerable opposition, com-
mended itself to public favor, so that to.-day our various sub.Treasuries, together
with the National banks, perform about the same functions and stand in nearly the
same relations to the Federal Government as did the first and second banks of the
United States. JessE C. Jov.

DoUuBLE-FACED BANK NoTE.—A freak $50 bank note caused W. H. Adams, of
Chicago, to miss his Christmas dinner. Mr. Adams is & member of the firm of
Adams & Smith, dealers in stocks and bonds. On Christmas eve, when the Cashier
tried to balance his books he found he was $50 short, and Mr. Adams took it upon
himself to try and find the shortage. He went to the office early in the morning and
spent the entire day in counting the money and checking the books. Late in the
afternoon he found a bill which had caused all the trouble.

It was a bank note, the face value of which was $50, but on the back of which
was printed a $100 note. The note had evidently got out of the Government print-
ing office by mistake. The face of the note bears the name of the Atna National
Bank, Kansas City, Mo. The number is 4,251, series of 1882, The check number
is A 880,250. It is signed by L. D. Cook, Cashier, and F. W. Truman, President.
It was issued on March 10, 1880. On the reverseside the igure C and 100 are plain.
The number 4,251 in the center of the note is printed upside down.

PHOTOGRAPHIC COUNTERFEIT $20 GOLD CERTIFICATE.—Act of July 12, 1882,
check letter ‘‘C,” J. W. Lyons, Register, Ellis H. Roberts, Treasurer, portrait of
Garfleld, No. C2952885. This counterfeit is an untinted photograph and should not
deceive the ordinarily careful handler of money.



SUGGESTIONS FOR SAFEGUARDING AN ASSET
CURRENCY.

An elastic paper currency that automatically expands and contracts with the:
business demand for it, thus preventing the alternate periods of stringency and re-
dundancy now experienced, would be a great improvement on the present bond-se-
cured National bank currency. In an articlein the December number of the ‘‘ North
American Review,” H. C. McLeod, General Manager of the Bank of Nova Scotia,
points out that elasticity may be secured by allowing the banks to issue notes on a
basis that will afford a fair degree of profit. With profit as an incentive each bank
will not only pay out its own notes, but will send back the notes of other banks for
redemption in cash.

That the incentive of profit is practically wanting under the present method of
issuing circulation is shown by the figures given in the recent report of the Comp-
troller of the Currency. On three classes of bonds available for circulation purposes-
the profit was in the case of the fours of 1907 and the threes of 1908 less than one-
half of one per cent., and on the fives of 1804 less than three-fourths of one per cent.
On the fours of 1925 there is a slight loss in issuing circulation.

There i8 not the same incentive to send votes in for redemption that there would
be if each bank derived a reasonable profit from issuing its notes.

Mr. McLeod does not regard the introduction of the branch banking system into
the United States as practicable, but he suggests that the notes could be safely issued
by the banks placing themselves under the regulation and supervision of an associa-
tion, which might b termed the National Bank of Issue, which would be under
Government supervision. He proposes that the powers of thisassociation be limited
strictly to the issue and redemption of notes, and to the establishment of branches in
central reserve cities for redemption purposes only. He also suggests a cash reserve
of twenty-five per cent. on circulation and a guaranty fund of five per cent. to re-
deem the notes of insolvent banks.

These suggestions contemplate the voluntary association of the banks for secur-
ing the safety of note issues, and in a way that would not interfere with existing
banks. An association assuming to determine the value of paper offered as security
for circulating notes would have to be most carefully managed and ought to have
branches in all of the principal cities. If the operations of these branches were con-
fined merely to the supervision of note issues they would not interfere with estab-
lished banks of discount and deposit.

In an address before Group VIII of the New York State Bankers’ Association at
the annual meeting in New York, December 19, 1900, Hon. Lyman J. Gage, Secre-
tary of the Treasury, said :

‘“ As to the system of a few larger banks, with a multiplicity of branches * * #
which the experience of France, Great Britain and Canada commends to your ap-
proval, can asimilar system beinaugurated with us ? Probably not. While recogniz-
ing the value of it as to strength, we are too afraid of centralized power and author-
ity. It antagonizes the spirit of our institutions. But it may be possible to secure
to a degree its advautages while avoiding the apprehended danger. Our politicab
system is representative. It begins in small units. The townships, associated by
representation, constitute the county, and the counties in like manner the States, and
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from the States that indissoluble federation, the general Government. With no
powers specifically extended to it or clearly implied, the Federal authority neverthe-
less stands for the general defence and the general welfare.

Something like this is vaguely defined in my thought as possible in our banking
system. No consolidation of interests, no absolute sovereignty, no powerful head,
with authority to create and control, but association with reference to a common de-
fence against common dangers ; the individual bank an independent unit; the dis-
trict clearing-house a center of associatioh, where the surplus strength of the strong
could be made available to support with entire safety, and proper reward, the ex-
posed position of the momentarily weak. The district clearing-houses, associated in
a similar way, might be made to constitute the national clearing-house, and thus, in
lines almost parallel to our political institutions, we might securein the field of bank
ing what we enjoy in our national life, namely, individual freedom with an associa-
ted strength, which in the nation has been found equal to all emergencies. The
operation of your own clearing-house in times of peculiar stress and peril typifies
what may be realized along the broader lines to which I refer.”

No one who is familiar with the history of New England banking and the exam-
ples furnished in Louisiana, Indiana, Ohio and other States prior to the Civil War,
or the existing practice of issuing notes in Canada and many European and other
countries, can question the security of notes issued on commercial assets. On the
other hand, no one who is familiar with the diversities of pur present banking sys-
tem would seriously propose that all National banks should be permitted to issue
notes equal to their capital secured only by the general assets of the issuing banks,
unless some adequate safeguard is thrown around such issues.

All the banks in the United States linked together are unbreakable. If it were
possible to combine them in such a way, for the purposes of issuing circulation, that
the charge of a monopoly or trust would not justly ‘lie against the union, safety
would be assured and the desired independence of individual banks still maintained.
That safety could be made certain by 8 guaranty fund or by some plan of qualified
affiliation through clearing-houses or otherwise is hardly open to doubt.

The strongest opposition to an asset currency comes from those whose minds are
filled with memories of the *‘ wildcat” currency of the ants-bellum days. They do
not seem to know that the banks of New England, united through the Suffolk re-
demption system, issued bank notes that were thoroughly good, even in those days
when banking and transportation were not so fully developed as now. With im-
proved methods of communication and the better banking system of to-day, there is
no doubt that the current and ultimate redemption of notes could be provided for
when once the public mind is educated up to the point of giving up the paternalistic
notion that the Government must guarantee the issue of bank notes.

If the banks were permitted to issue circulation to the amount of their capital,
without depositing bonds or other special security, their loaning power would be
increased 100 per cent. above what it is now. In other words, their capacity to
facilitate the business development of the country would be doubled.

Valuable for Reference.—The Cashier of the Elgin (IlL.) National Bank writes, under
date of December 21, that after reading THE BANKERS' MAGAZINE for fifteen years he finds
ft so valuable that he has decided to have the numbers bound so as to give the MAGAZINE &
permanent place in the bank’s library.

By preserving and binding the numbers of the MAGAZINE, subscribers will bave at their
ready command a very large fund of interesting and valuable information relating to banking
and finance, and the index furnished with each volume greatly facilitates reference.

The legal department alone contains information that every bank ought to have at hand
continuously in a form easily aoccessible. It is of direct practical value to know how the
courts are construing questions of banking and commercial law, and to be able to refer with-
out loss of time to important decisions. :



THE NEW SECRETARY OF THE TREASURY.

On January 6 the following correspondence was made public :

The President :

1 respectfully submit this as my resignation of the high office of S8ecretary of the Treas-
ury, the same to take effect upon the appointment of my successor.

In this step toward separation from your executive staff, permit me to thank you for the
confidence bestowed upon me, and for the kindnees and courtesy of which 1 have been the re-
cipient at your hands,

With most earnest desires for the highest sucoess of your administration, I remain,

Sincerely yours, LYMAN J. GAGE.

TREASURY DEPARTMENT, Washington, December 19, 1901.

The President’s letter accepting the resignation follows :

‘To Hon. Lyman J. Gage:

MY DEAR MR. SBORBRTARY : In accepting your resignation, I wish to express my great re-
gret that you feel it necessary to leave the Cabinet, and my hearty thanks for the invalua-
bleservices you have rendered. Your service to the nation has been rendered at the cost of
1088 to you—heavy loss, from a material standpoint, as must ever be the case with a man like
you who deliberately abandpns the comparative ease and the high pecuniary rewards of a
large private busineses for the exbausting work of the position you have so honorably filled
during the last five years. With all good wishes, believe me, most sincerely yours,

WaiTB HOUSE, January 4, 1902. THEODORE ROOSEVELT.

Leslie M. 8haw, Governor of Iowa, has been appointed as Mr. Gage’s successor.

The new Secretary of the Treasury is a native of Vermont, having been born in
Morristown, that State, November 2, 1848. At an early age he emigrated to Iowa.
‘When twenty-three years old he entered Cornell College, at Mount Vernon Iowa.
He worked his way through college, and later took a two years’ course in the Iowa
College of Law.

In 1876 he began to practice law at Denison, Iowa, a small town in the western
part of the State, which he still claims as his home. Some years later he became in-

terested in banking, and was made President of the Bank of Denison and also of the
Bank of Manilla, lowa. It was not until the first Bryan campaign that he identified
himself with politics.

At the outset of that campsign he came out strongly for McKinley and sound
money, and soon acquired a high reputation as a public speaker. He made man
speeches, confining himself almost exclusively to financial issues. Asa result of his
eampaiﬁn on the stump he was nominated for Governor of Iowa in the following
year and was elected.

In January, 1898, he was made Chairman of the Monetary Conference at India-
napolis. The delegates were much impressed with his skill and readiness in debate,
and by his efficiency as a presiding officer.

For his second term as Governor he was nominated by acclamation. He contin-
ued as a stanch adberent of President McKinley, and made several speeches in the
Republican cause in the campaign of 1900. e is prominent in Methodist church
circles, and four times he has represented the Des Moines Conference in the Quad-
rennial General Conference of the denomination.

Governor Shaw is one of the directors of the college from which he was u-
ated, and Simpson College has conferred upon him the degree of LL D. He was
one of the foremost spirits in the founding of the Denison Normal College. He was
married on December 68, 1877, to Miss Alice Crawshaw, daughter of James Craw-
shaw, of Clinton county, Iowa,

In the July, 1901, issue of the MAGAZINE appears a full report of an address de-
livered by Governor Shaw before the Northeastern Nebraska Bankers’ Association,
whicl; gives a fair idea of the views he then entertained on banking and flnancial
questions,

A portrait of the new Secretary of the Treasury is presented in this issue of THE
BANKERS' MAGAZINE a8 a title illustration.



COINAGE AND BANKING IN THE PHILIPPINE
ISLANDS.

EXTRACTS FROM A REPORT MADE TO THE SECRETARY OF WAR BY
CHARLES A. CONANT, SPECIAL COMMISSIONER.

8m: In compliance with your commissfon to investigate and report upon the
state of coinage and banking in the Philippine Islands, and to recommend proper
legisiation to be proposed to Congress with regard to the same, I have the honor to
submit the following report :

I visited the Philippine Islands and there took the views of representative busi-
ness men and bankers in the city of Manila. I visited the city of Hongkong and
took the views of leading bankers there upon the proper currency system for the
Philippines and upon general monetary conditions in the East, and also conferred
with the consuls of the United States at Hongkong and Nagasaki. In Japan, which
recently adopted the gold standard, I conferred with the Minister of Finance and
the Vice-Governor of the Bank of Japan.

The chief medium of exchange in the Philippine Islands at the present time is
the Mexican silver dollar, which contains 416 grains of silver of the fineness of 902
one-thousandths. It has become to a large extent the standard money of China and
certain other Oriental countries as well a8 of the Philippine Islands. It has not
always, however, been the standard in the Philippines, nor is it the only form of
silver money which has been in common use there. The disappearance of gold and
the confusion in the forms of money in use led the Spanish Government in 1897 to
issue a distinctive Filipino peso, which has circulated in considerable quantities side
by side with the Mexican silver dollar. The peso contains less pure silver than the
Mexican dollar and has continued, therefore, to remain in the Philippine Islands,
while the Mexican dollar has come and gone according to the demand for it in other
countries. This Filipino peso is still in circulation, but constitutes only a small per-
centage of the amount of silver in use in the islands. The steady fall in the gold
value of silver has affected prices and wages as expressed in silver in the form of a
gradual advance in prices and a slower advance in wages, with the result of a serious
loss to the wage earner.

PRINCIPLES OF THE SYSTEM RECOMMENDED.

The principles governing the coinage system which I have the honor to recom-
mend are the same as those set forth-in the annual report of the Philippine Com-
mission to the War Department last year.

The general lines agreed upon by the commission and myself are as follows :

1. That there should be a distinctive Philippine coin of silver which should be
legal tender for fifty cents io the gold money of the United States.

2. That this distinctive silver coin should be known as the peso, should contain
twenty-five grams of silver of the fineness of 0.835, and should be divisible into one
hundred equal parts, called centavos.

8. That this coins hould be issued by the Government of the Philippine Islands
in such quantities, to be determined by such Government, as may be required by
the needs of trade.
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4. That the distinctive coin should be maintained at par with gold by the limi-
tation of the amount coined and by a gold reserve, to be constituted from the seign.
forage derived from the coinage of silver bullion, and to be employed, in the
discretion of the Philippine Government, for the direct exchange of silver for gold,
and in such other ways as may be necessary to maintain the parity fixed by law.

5. That the Mexican silver dollar and other cofns now in use in the Philippine
Islands should cease to be legal tender after specified dates, and that the new silver
coins and the gold money of the United States, where not otherwise stipulated by
the contract, should be the sole legal tender for public and private obligations.

6. That the new coinage should be executed as far as possible at the mint at
Manila, and should bear distinctive devices expressing the fact that it is intended for
use in the Philippine Islands.

THE REGULATION OF BANKING.

One of the most obvious and pressing needs of the Philippine Islands is an in-
crease of banking facilities and a larger supply of paper currency. Both of these
needs are constantly forced upon one's attention in conversation with business men
and by observation of the conditions of both retail and wholesale trade. There is a
strong desire among Americans that encouragement should be afforded by legisla-
tion for the opening of American banks, which shall do business according to Amer-
ican: methods, and afford a convenient means of increasing trade with the United
States. Among the officers of the army and navy and other public officials, there is-
also a strong desire for the creation of a legal depositary for United States funds in
the custody of public officials. All these ends appear to be legitimate, and can be
promoted by legislation so far as such legislation will tend to remove the obstacles-
imposed by law to the extension of banking facilities.

Such banks as are needed can not be created in the islands under present condi-
tions, because of the prohibition upon the grant of franchises embodied in the last.
army appropriation act. It is doubtful whether, even in the absence of that restric-
tion, they could be constituted under the National Banking Act and made responsi-
ble to the Comptroller of the Currency without direct authority of Congress. In
any case no National bank of the United States can lawfully maintain a branch un-
der the interpretation given by every succeeding Comptroller of the Currency to the
National Banking Law. It is not possible, therefore, under existing law for any Na-
tional bank to be established in the Philippine Islands, nor for any National bank of
the United States to establish a branch in the Philippine Islands.

OUTLINES OF THE PLAN PROPOSED.

For these reasons it is recommended that the National Banking Act be extended,
with certain modifications, to the Philippine Islands, and that these modifications in-
clude,as the vital conditions of the usefulness and guccess of American banks, the power
to establish branches and to issue circulating notes. This subject was considered in
detail by the Philippine Commission, and a plan was agreed upon, upon my recom-
mendation, acceptable to the commission. Its outlines are as follows :

1. That provision should be made by Congress that no person, firm, or corpora-
tion shall be permitted to conduct a banking business, or to establish or maintain a
branch bank, in the Philippine Islands after June 80, 1802, without the written ap-
proval of the Government of said islands.

2. That full power should be conferred upon the Government of the Philippine
Islands to frame and enforce regulations regarding the business of banking, includ-
ing the appointment of examiners and the right to have access through such exam-
iners to all the records and assets of all banks doing business in the Philippines,

8. That the laws relating to National banking associations in the United States
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should be extended to the Philippine Islands, with certain important modifications
regarding the creation of branches and the issue of circulating notes.

4. That National banks established in the Philippine Islands and National banks
of the United States should have authority, with the approval of the Government of*
the Philippine Islands, to establish branches in any part of said islands and in the
United States, but that branches in the United States should not be permitted to dis-
count commercial bills or to make advances upon securities when such transactions:
are carried on wholly within the United States.

5. That circulating notes may be issued by the Comptroller of the Currency of
the United States, under the conditions hereinafter set forth, to any National bank
established or having branches in the Philippine Islands, to the amount of fifty per
cent. of the paid-up capital of said bank without the deposit of United States bonds-
required by the National Banking Law, but without suspending the provision that
bonds shall be deposited to the amount of one-fourth of the capital, but not exceed-
ing $50,000.

6. That the conditions governing the issue of such notes shall be that they shall
constitute a first lien upon all the assets of the issuing bank except public funds ;
that they shall pay a tax at the rate of one-half of one per cent. per ahnum into a
guaranty fund ; that they shall be protected by a cash reserve equal to twenty-five
per cent, of the amount of the notes outstanding, of which one-half may be in first-
class gold bills or on deposit in some other bank ; and that notes shall not be issued
in denominations of less than five pesos.

7. That the power to issue notes should not be granted to any bank havinga cap-
ital of less than $500,000.

8. That the guaranty fund constituted by the payment of the tax upon circula-
tion should be employed for the immediate redemption of the notes of failed banks,
but thatsuch fund should have a lien upon the assets of a failed bank forthe amount
thus paid for the redemption of the notes.

9. That the Spanish-Filipino Bank should be required to comply with the re-
quirements regarding circulation governing National banks, except that it may
maintain a circulation equal to the whole of its paid-up capital instead of fifty per
cent. of such capital.

10. That mortgage banks should be authorized by the Government of the Phil-
ippine Islands for making loans upon real estate and agricultural products, and that
other banks having a capital of $1,000,000 or more may set aside an amount not ex-
ceeding one-fourth of their paid-up capital for mortgage business.

11. That mortgage banks should be permitted to loan upon real estate not more
than one-third of its value, according to impartial appraisement, and should not be
permitted to loan more than one-tenth of their aggregate resources to any one per-
son, firm or corporation.

12. That the Treasury of the United States should be authorized to receive de-
posits from the Government of the Philippine Islands, and that the treasuries of the
two Governments should be authorized to carry on any convenient and proper trans-
actions with each other. .

18. That the treasury of the Philippine Islands and its branches may be desig-
nated by the Secretary of War as legal depositories of public money.

CrassES OF BANKS TO BE DEALT WITH.

The classes of banks with which Congress and the Government of the Philippine
Islands will have to deal may be divided arbitrarily into four:

1. National banks of the United States which may establish branches in the Phil-
ippine Islands.

2. National banks whose head offices are established in the Philippine Islands.
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8. Banks not national issuing notes in the Philippine Islands.

4. All other banks doing businees in the Philippines, including the existing for-
eign banks, American and foreign loan and trust companies, mortgage banks, Sav-
ings banks, and all other forms of investment and finance companies.

It is recommended, therefore, that the National Banking Law be extended to the
Philippine Islands, but with several important modifications. The most important
of these, beyond those which are merely incidental to the extension, are the power
to establish branches, the power to issue notes under different conditions from those
imposed by the present National Banking Law, and the authority to devote a small
portion of capital to mortgage loans. Among the incidental changes recommended
is the amendment of the requirements as to the residence of directors, so that any
resident of the Philippine Islands may lawfully act as director of a National bank
engaged in business in the Philippines.

PowER OF FOREIGN BANKS IN THE ORIENT.

An American bank doing business in the Orient will be confronted by foreign
competitors long established, of unquestioned credit, and possessing great resources.
English capital for many years dominated the colonial and foreign banking fleld,
especially in the East, but has recently encountered powerful competition in French,
German, Belgian and Russian institutions, or in banks deriving their capital from
these sources. No less thar nine large banks do business in Hongkong, and other
powerful institutions are scattered over Japan and the Russian and French estab-
lishments in Eastern Asia. A few of the leading banks doing business in the East,
with their capital and reserve funds, appear in the following table :

Capital and
Teserve
Capital and reserve (local (equivalent
currency). wm United
States cur-
rency).
Hongkong and 8hanghal Bank........ccccceeeaees $11.500,000
Ch:gaered Bank of lgdla. Australia and Chma f 7,500,000
Deutsch-Asiatische Bank .| By 5,000,000
Imperial Bank of Chlnn . & 5,000,000
Mercantile Bank of India . 3,000,000
Yokohama Specie Bank.. .| 2 18,000,000
National Bank of China... .. | 82 1,500,000
The Bank of JAPAN......cccceereeeernnntencsoascns M 22,000,000
Japanese private bANKS...........cceveieeennenaone 2 104,000,000

These banks represent only a part of the banking power available in the Orient
for competition with American institutions. London is still the center of foreign
banking enterprise, and in that city are the head offices or the London offices of some
thirty large banks organized to do business in British dependencies and foreign
countries, independently of the banks organized chiefly for domestic business in
Great Britain and Ireland. The deposits of these colonial and foreign banks having
offices in London are about £200,000,000, and represent an advance of nearly a thou-
sand millions of dollars of English money for the development of trade in the British
colonies and in foreign countries.

Tt is this great banking power against which American banks must contend in

seeking business in the Orient. It is obvious that if American banks are to make
head against such competition they should be benefited by all the privileges and
armed with all the proper powers which Congress can confer. These foreign banks
derive their power largely from their ability to establish branches throughout the
world. There is hardly any Government but that of the United States which pro-
hibits the creation of branch banks and limits its national banking institutions to a
single office for doing business. Some idea of the use which has been made of the
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power to establish branches in the leading commercial countries of the world may
be obtained from the following list of the number of banking offices in different-
countries : '

Number of
banking offices.
English banks. e 4,741
S8cotoh banks 1,081
Bank of France............... .. 125
Imperial Bank of GermMANY.......ccoceteeetersrerssserctconssssssceocsasarsaresses 830
Bank of BelgiUm. ...oovvvuuuioiensrssecncaosssrasssssesesiesnssssssssacnassnssanse 40
Canadian DANKB......c.eevee sesseierirstesescesiossenssensssssetssersosconns cereens 500

These figures show that the power to establish branches has been freely availed of
in all these countries. The figures are incomplete for France and Germany, because
they relate only to the central bank of {ssue and do not include the branches of the
other large commercial banks of those countries. The banking business of France
is almost wholly concentrated in the hands of five large institutions with head offices-
in Paris and with branches scattered throughout the Republic, but the exact number
of branches is not available. In Germany also many powerful financial institutions.
compete with the Imperial Bank, and have their branches in every part of the
Empire. The same is true, though in a less degree, of Austria-Hungary and of
every other country of Europe.

The value of these branches is not merely in giving great power to the central
bank, but in affording a channel for the diversion of capital from the points where
it is least needed to those where it is most needed. A striking illustration of this-
transfer of capital is afforded by the history of the Australian banks. Most of them
have their head offices nominally in Australia, but all have branch offices in Great
Britain. By means of these British branches they have been able to gather up many
millions of the savings of British investors and transfer them to Australia for invest--
ment on more liberal terms than could possibly be obtained by their employment in
Great Britain.

Reliance upon small and isolated banks for the development of the Philippines-
and for the management of American business there would involve many other ob-
jections than their icherent weakness and isolation. They would be unable to at-
tract large deposits of American capital seeking safe employment, and would be
limited in the resources they disposed of to their own capital and the local funds of
depositors in the Philippines. Scarcity of capital would continue under such a sys-
tem to retard the development of the islands, and the lack of close association with
other American banks would place the local banks of the Philippines more or less at
the mercy of their powerful foreign rivals.

Tae PrEssiNG NEED FOR PAPER CURRENCY.

The paper currency of the Philippines is now limited to the issues of the Spanish-
Filipino Bank, and such amounts of American paper money as may happen to come
to the islands through the operations of the War Department and in the pockets of
visitors. This American money rapidly disappears, because it possesses a higher cx-
change value in Mexican silver at Hongkong and other places than at Manila. The:
act of the Philippine Government, fixing tbe value of the American dollar at §2 inr
Mexican silver, has not seriously affected the quotations of Mexican dollars in other
places and has not prevented their fall below fifty cents in gold since the cessation
of the acute demand for them in the summer and autumn of the year 1900 for the:
military operations in China. The quotations of Mexican silver dollars have tended
to fall to the level of silver bullion, and have fallen below the official rate fixed at.
Manila. This fact has inevitably tended to drain American money rapidly away
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from the islands, and even such quantities as remain in the hands of disbursing offi-
<ers are not all of the denominations required for the convenience of trade. The
tendency of American currency to leave the islands will persist so long as present
conditions continue, and will probably not be seriously arrested if a sufficient quan-
tity of distinctive silver coins are issued as the basis for monetary operations in the
islands.

The Spanish-Filipino Bank hus claimed the privilege, under a grant from the
Government of Spain, of issuing circulating notes to the amount of three times its
pald-up capital. This paid-up capital is $1,500,000 in Mexican currency, entitling
the bank under this claim to issue $4,5600,000 in circulating notes. The actual issues,
according to a statement made by the directors of the bank before Judge Ide, the
BSecretary of Finance and Justice, at a hearing given on September 9, 1901, never ex-
ceeded 38,400,000 pesos. These 1ssues have recently been reduced by degiees to
about 2,100,000 pesos, and the directors of the bank have expressed their willingness
to conform to the wish of the Philippine Government that the issues should be re-
duced to the amount of the paid-up capital, or to 1,500,000 pesos. This is equiva-
lent to only $750,000 in gold at the official rate of exchange established at Manila,
and even this amount would be subject to deduction if allowance were made for
notes lost or destroyed, which still figure as a part of the outstanding obligations of
‘the bank. Leaving aside the American money, which tends to disappear under pres-
ent conditions, these issues of the Spanish-Filipino Bank, amounting to $1,000,000
.or less, constitute the only paper money available in the Philippine Islands.

* It is obvious that this small quantity of paper is insufficient for the needs of an
active trade. This is pre-eminently true in a country where silver is the usual money
in use and payments of large amounts can not be economically made in gold coin,
a8 they can be where gold coins are in universal use. Much complaint is made of the
difficulty of carrying even moderate amounts in Mexican silver dollars, especially
gince these coins have come to represent a value of only fifty cents in gold. The
fact that the demand for paper is acute is indicated by the difficulty which the di-
rectors of the Spanish-Filipino Bank have encountered in reduoing their paper issues.
Nearly all the notes in circulation are much worn and defaced, but they are not paid
into the bank for reissue, because it is known that the bank is pursuing the policy
of reducing its paper issues. As stated by one of the directors of the bank at the
hearing already referred to, the notes are a continuing obligation, payable on de-
mand, but without set date of payment. It is not possible to call them in when their
holders do not choose to present them, unless by notice of repudiation after a certain
date, which would be contrary to the principles upon which notes are issued by sol-
vent banks.

NECEssITY OF LIBERAL PROVISIONS FOR NOTE I8sUES.

Ability to obtain a larger volume of paper currency is not only vital to the pros-
perity of the Philippines, but the privilege of issuing notes upon a profitable basis
is one of the most effective weapons of competition with the foreign banks which
can be put into the hands of American banks doing business in the islands. This
weapon will not be supplied by the power to issue notes under the provisions of the
present National Banking Law, requiring the deposit in the Treasury of United States
bonds for the full face value of the notes issued. This privilege would certainly
not be availed of sufficiently to supply the paper circulation urgently needed in the
Philippine Islands. The reason why it would not be availed of is found in the rela-
tively small profit obtained upon circulation when thus secured, with the various
restrictions which govern it, when compared with the profit obtained by the direct
Joan of the capital without the formalities attending its investment in bonds.

Circulating notes will not be issued by any bank under conditions which afford no
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profit. The contraction of the bank currency which went on for many years, even
in the United States, because of the high price of bonds, is a slight indication of the
influences which would operate on an American bank doing business in a country
where a much higher rate of return can be earned by capital than under present con-
ditions at home. The obstacles to issuing notes in the Philippines based upon United
States bonds would be greater than in the United States, because of the absence of
a local bond market, the necessity of obtaining bonds from long distances at high
prices, and the delay which would occur in reducing circulation and getting posses-
sion of the bonds when market conditions suggested it. It is not an unreasonble
assertion that American banks, clothed only with the power of issuing notes under
the conditions of the present National Banking Law, would, because of these obsta-
cles, entirely refrain from issuing notes and would leave the islands without any
increase in this class of paper currency.

It is recommended that different and more liberal provisions be made in respect
to note issue, holding out sufficient prospect of profit to induce National banks estab-
lished in the Philippines to supply the pressing need for currency. There can be no
question of the safety of such issues in the case of banks with the large capital
which has been suggested in this report, with their profits and losses diffused
over different sections and different countries through the system of branches. The
colonial and foreign banks having their head offices in London {ssue notes upon
their general assets in various countries of the Orient, Africa and South America
without depositing special pledges with the British Government or with the local
government where they are established for the security of these notes. The reputa-
tion and resources of the bank are in many cases superior to any reputation for
security which they would derive from having deposited any part of their assets as
pledges with the local governments.

The deposit of the assets of a bank in a Government office or in any place out of
its own custody deprives the bank of that quick command of its resources which is
one of the fundamental principles of safe commercial banking. Even where the
English law sometimes requires banks to hold certain classes of assets against their
issues of notes, these assets are held in most cases in the bank itself, and the bank is
not required to part with control over its resources. The same is true of all the
great banking institutions of the European Continent. The special securities required
for the protection of circulation are held by the bank itself, and are not segregated
in the public treasury from its banking resources. Whatever distinction may be
drawn between the business of these banks, because of their size and the importance
of their transactions, and the business of local banks in the United States, will not lie
against this class of banks to be established in the Philippine Islands if the recom-
mendations of thisreport are adopted, because such banks will conform more closely
to the great banks of issue in Europe than to the isolated banks of modest capital
in the small towns and cities of the United States.

A circulating note is only another form of certified check put into a form which
permits its ready transfer from hand to hand without indorsement. As an obliga-
tion of the bank it differs in no essential respect from the obligation to & depositor,
except where its character is strengthened by making it a preferred lien upon all the
assets. Both the deposit obligation and the note obligation are liabilities payable on
demand. If there is any distinction, it is in favor of the note obligation, because a
note circulates through many hands and is less likely than a deposit obligation to be
a subject of frequent demands upon the bank. The power to issue notes instead of
issuing obligations in the form of deposit receipts is important in an undeveloped
country, because the people of such a country are less accustomed than in a fully
developed country to the use of other forms of credit. To deprive them of that
form of credit is to discriminate against those seetions which desire notes and in
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favor of those sections which make use chiefly of deposit accounts and checks.
There is no reason by which this discrimination can be justified unless it is required
by public security and convenience. Upon these grounds it is only necessary to
provide that the power to issue notes shall be safeguarded in a manner which will
insure the redemption of the notes in full in case of the failure or liquidation of the
bank by which they are issued.

SAFEGUARDS SUGGESTED FOR NOTE IssUES.

The safeguards recommended in regard to the issue of circulating notes by banks
in the Philippine Islands are :

1. That notes shall not be issued except by banks with a capital of $500,000 or
more.

2. That notes shall be a first lien upon all the assets of the issuing bank.

8. That notes shall not be issued beyond the amount of fifty per cent. of the
paid-up capital of the bank.

4. That a reserve shall be kept in cash or in cash obligations equal to twenty-five
per cent. of the amount of the circulation outstanding.

6. That banks issuing notes shall continue to make the deposit of $50,000 in
United States bonds required from National banks with a capital of $200,000 or more
as a preliminary to beginning business, and that such bonds shall constitute a part
of the security for note issues.

6. That a tax at the rate of one-half of one-per cent. per annum shall be paid
upon the circulation actually outstanding, whose proceeds shall constitute a safety
fund to be used. if necessary, for the redemption of notes of failed banks beyond
the amount provided by the first lien upon their assets.

7. That bank notes shall not be issued below the denomination of five pesos, or
$2.50.

These safeguards are abundantly sufficient, judged by the history of banks of
issue during the last century in the United States and in other countries, to insure
the redemption of the notes of failed banks in full in all cases. The effects of lim-
iting the issue of notes to large banks have already been pointed out.

The provision that the notes shall be a first lien upon the assets would in itself
provide for the payment of the notes in full in almost every case, without perma-
nent drafts upon the guaranty fund. The average dividends paid by National
banks in the United States which have been placed in the hands of Receivers have
been about seventy-five per cent. The assets have rarely fallen below the amount.
required to pay the full value of the circulating notes. If this is the experience
with several thousands of isolated banks, some of them of very slender resources
and conducted by persons with limited banking experience, a much better showing
would obviously be made by strong banks with widely diffused resources and such
a limited power of issue as is proposed for the Philippine Islands.

The limitation of the amount of notes issued to fifty per cent. of the capital of
the bank is a precaution which goes beyond that of the banking law of Canada,
where the system has been most effectively worked out of issuing notes upon the
general credit of the banks. Banks are there permitted to issue notes to the full
amount of their capital and are not required to deposit any pledges in the custody
of the Dominion Government, except the bank-note guaranty fund, which is consti-
tuted from the proceeds of the tax upon circulation. In the few cases of failure
which have occurred since the creation of the guaranty fund, the notes of the
Canadian banks have remained constantly at par and bave been redeemed promptly
from the fund without seriously reducing its amount. The Government has been
able in nearly every case to recover from the assets of the bank on bebalf of the
fund a sufficient amount to cover all the amounts disbursed for the redemption of
the notes.
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SUSTAINING THE GUARANTEE FUND By TAXATION.

The sufficiency of the rate of taxation provided for maintaining the guaranty
fund may be judged from the history of the National banking system of the United
States. The rate of taxation there levied upon circulation from the beginning of
the National system until very recently has been one per cent. per annum. The
proceeds of this tax have been about $90,000,000. The total circulation of failed
National banks at the time of faflure has been about $22,000,000. If the notes rep-
resented by this circulation had not been secured by United States bonds, but had
been a claim upon the general assets of the issuing banks, seventy-five per cent. of
this amount, or about $16,500,000, would have been provided for from the general
assets. This would have left $5,500,000 to fall upon the guaranty fund, if such a
fund had been constituted from the proceeds of taxation. As this fund would have
been $00,000,000, the demands upon it would have been less than one-fifteenth of
this amount, and the fund would have scarcely felt the effect of paying these losses.
It is obviously safe, therefore, to make the tax one-half the rate which has been col-
lected upon the circulation of National banks in the United States, or one-half of
one per cent. Such a tax would bave raised upon the circulation of the National
banks up to a recent date, $45,000,000, or about nine times the demands which
would have been made upon the guaranty fund if the notes of failed National banks
had not been secured by United States bonds.

Additional safeguards are provided for the circulation proposed for the Philip-
pines in the provisions for a specific cash reserve against circulation and for the con-
tinuance of the system of minimum bond deposits by banks entering upon business.
A bank having a capital of $500,000 would be permitted to issue only $250,000 in
the class of notes recommended in this report. These notes would be covered at the
outset to the amount of twenty per cent. by the bond deposit which is required as a
preliminary to beginning business under the National Banking Law. The further
requirement that banks should hold a reserve of twenty-five per cent, of their circu-
lation, or an amount of $62,500, if they issued circulation to their full legal limit,
would add another safeguard, raising the total proportion of the circulation fully
covered by special security to forty-five per cent. There would be still another
small amount in the custody of the Government to make up the five per cent. fund
for the current redemption of notes. If this fund and the other two resources men-
tioned remained unimpaired, the notes would be covered by actual cash or bonded
security to the amount of fifty per cent. of their face value. It is possible that in
case of failure the cash reserve required against circulation would be found to be
somewhat impaired, but frequent reports of the state of this reserve and of the other
resources of the bank would enable the bank examiners and officials to note any
weakness in bank management, and to take prompt steps to correct it or close the
bank before its resources became further impaired. Deliberate fraud in making re-
turns might conceal a depleted reserve between the dates of two inspections, but
all banking experience demonstrates that such fraud is rare and is extremely diffi-
cult in the case of a large bank having many agents and high-salaried officials of
supposed good standing and responsibility.

The requirement that a cash reserve shall be kept against circulation goes be-
yond the requirements of the National Banking Law in respect to notes secured by
the deposit of bonds in the United States Treasury. There is at present no require-
ment for a cash reserve against circulation except the small fund of five per cent.
for current redemption deposited in the Treasury at Washington. It is proper that
such a reserve should be kept, because it constitutes a resource more immediately
available for cash demands than any class of securities. It is recommended, how-

. ever, that half of this reserve may consist of gold bills drawn upon countries out-
1
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side of the Philippine Islands or in deposits in other banks. The sale of such bills
or drafts upon such foreign bank deposits are the equivalent of gold and would be
more acceptable than coin or bullion when the demand for money took the form of
a demand for export.

8rtaTUus oF ExIsTING BANKs.

The adoption of a new banking system in the Philippines is necessarily complica-
ted by consideration of the status of existing banks in the islands. The principal
commercial banks are three in number—the Spanish-Filipino Bank, and branches of
the Hongkong and Shanghai Banking Corporation, and the Chartered Bank of In-
dia, Australia, and China. The latter banks, both owned in England, do not issue
circulating notes and will come under regulations adopted by the United States or
the Government of the Philippine Islands only so far as those regulations apply gen-
erally to all banks of their character. All of these banks have abundant capital, are
prudently conducted, and are entirely safe in their character and management. The
two English branch banks have behind their obligations in the Philippines the great
resources of the parent banks, and the Spanish-Filipino Bank has a surplus fund
equal to more than fifty per cent. of its paid-up capital.

The case of the Spanish-Filipino Bank stands upon a different footing from the
others in respect to the issue of notes. This bank claims the exclusive right of issu-
ing notes within the entire Philippine Archipelago under a special charter of the
Spanish Government. The bank was founded in 1851, and is governed by by laws
and regulations approved by the Spanish Government in a royal decree dated Octo-
ber 17, 1854, with subsequent amendments. The last decree of the Royal Govern-
ment was dated July 14, 1897, and approved changes in the by-laws recommended
to the bank in the previous year. The original capital of the bank was 400,000 pe-
808, divided into shares of 200 pesos each, payable to order. Authority was given
by several subsequent decrees to increase the capital to 4,500,000 pesos, but this au-
thority has been availed of only to the limit of 1,500,000 pesos. The decree of Octo-
ber 17, 1854, granted to the bank the exclusive right to issue notes payable to bearer
on demand, for general circulation in the Philippine Islands. The decree of June5,
1864, authorized the bank to issue notes to the amount of double its paid-up capital.
The decree of February 7, 1896, authorized the issue of notes to the amount of three
times the paid-up capital of the bank, subject to the provisions of article 180 of the
commercial code, which provides thatbanks shall keep in their vaults in cash at least
one-fourth of the amount of the deposits and current cash accounts and of notes in
general circulation. The same decree extended the charter of the bank for twenty-
five years from the date of the expiration of the present grant, which is January 1,
1908. .

CLAMBS OF THE SPANISH-FILIPINO BANK.

The Spanish-Filipino Bank under these grants claims that its exclusive right to
issue circulating notes in the Philippine Archipelago continues unimpaired until
January 1, 1928, and that its authority extends to the issue of 4,500,000 pesos of
such notes. The actual maximum attained by the issue was about 8,400,000 pesos
in 1898. The amount has since been reduced to about 2,100,000 pesos and is still in
process of reduction. The legal question, whether the exclusive privilege claimed
by the bank is one which cannot lawfully be impaired by the government of the
Philippine Islands, is one of a comprehensive character, involving important consid-
erations of Spanish and American law regarding the obligation of contracts and the
character and sanctity of the franchise. Without undertaking to deal with these
questions, it may be pointed out that the Congress of the United States would prob-
ably be able to find means to render the privilege of the bank nugatory, under the
decisions of the Supreme Court sustaining the power of Congress to levy a tax of
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ten per cent. upon the issues of banks other than National banks. In my opinion it
would not be advisable to exert such a power as this, not only because of the arbi-
trary character of such action toward the bank and the effect it might have upon its
credit and that of its many commercial patrons in Manila and throughout the islands,
but because of the contraction which it would operate in the volume of paper cur-
rency. Such action, taking effect at any near date, would be likely to invoke some-
thing like a commercial crisis, which would be without excuse.

It is obvious, however, that the existing privileges of the Spanish.Filipino Bank,
in so far as they restrict the power to establish other banks of issue, are in conflict
with the interests of the commerce of the Philippines and are, therefore, opposed to
the public policy of the Government of the United States and of the Philippine
Islands. Fortunately, the directors of the Spanish-Filipino Bank appear to recog-
nize this fact and to be ready to adapt themselves to the new conditions established
by American sovereignty and the increase in American trade which will naturally
follow. The bank is governed in its ordinary commercial transactions by two di-
rectors. More important questions are submitted to a board of governors, and ques-
tions affecting the statutes of the bank are submitted to meetings of the sharehold-
ers. The two directors, Messrs. Balbas and La Rosa, appeared before Judge Ide,
the Secretary of Finance and Justice, during my presence in Manila, on the occasion
already referred to, and discussed with him a recent dispatch from the Department
at Washington suggesting that the circulation be brought within the limits of the
paid-up capital of the bank. Both gentlemen expressed their willingness to comply
with this suggestion and to adopt other safeguards conforming in some respects to
the American law regarding the issue of notes. They were willing as soon as prac-
ticable to reduce their circulation within the limits of the paid-up capital, to deposit
bonds with the Government of the Philippine Islands as partial security for their
outstanding notes, and to maintain the reserves already required by Spanish law.
In respect to the exclusive character of the privileges of the bank they reserved an
official opinion for the judgment of their shareholders, but Senor Balbas, the man-
aging director, frankly expressed his personal opposition to monopoly, and evi-
dently anticipated that the exclusive privilege would be objected to by the Ameri-
can Government.

NEED FOR MORTGAGE BANKS.

One of the most influential means of promoting prosperity in the agricultural
districts of the Philippine Islands would be a system of loans at moderate rates to
agriculturists. The desire for some system of such loans was strongly expressed in
many towns and provinces on the tour of the commission for the creation of civil
governments, and such a system is vigorously urged by the commission in their an-
nual report. The methods of agriculture now employed in the islands are antiquated
and fail to yield the best results attainable by the culture of the soil. Even such
slender resources for their development as the people possessed prior to the insur-
rection of 1896 have been impaired by the disorders of the succeeding five years,
down to the restoration of civil government in the spring of the present year. The
means of education in better methods are being offered, to some extent, by the sys-
tem of agricultural colleges which s provided for in the scheme of education pre-
pared by the efficient Commissioner of Education of the islands. The instruction
given in such improved methods can not well be availed of, however, unless culti-
vators have the means of acquiring good seed, draft animals and modern tools.
Only by some system of agricultural loans can these means be placed in the hands of
the people, and the stimulus given to the agriculture of the islands which will pro-
duce the results which their rich resources are capable of yielding. Interest rates
for agricultural loans are now excessively high. Small money lenders charge inter-
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est running as high as twenty-five per cent. per annum, and in some cases approach-
ing, with commissions and charges, the almost incredible limit of forty per cent.
A large corporation which does business in Negros, nominally charges twenty-five
per cent., but in effect collects from thirty to forty per cent. upon the value of the
amount loaned, by requiring that the crop of the borrower shall be delivered at the
price fixed by the company, that purchases of supplies shall be made from its stores,
and that other operations connected with the marketing of the crop shall be con-
ducted under its charge and at its profit. It is obvious that under favorable condi-
tions a rich field lies open here for the loan of American capital at rates which will
greatly relieve the present condition of borrowers in the Philippines and yet afford
profits far in excess of those which are usually earned in enterprises at home.

REesTRICTIONS UPON MORTGAGE BANKS.

The limitations which should be imposed upon banks engaged in the mortgage busi-
ness are the fundamental ones which distinguish such forms of banking from commer-
cial banking. Banks engaged in accepting deposits payable on demand and especially
those engaged in the issue of circulating notes, which are also payable in lawful
money on demand, can not safely embark any portion of their deposits in securities
which can not be quickly converted into cash at need. A bank devoted wholly
to mortgage business, on the other hand, may derive its resources, if it is properly
conducted, from deposits for long terms or from the sale of bonds payable at fixed
dates. The method adopted by the leading mortgage banks of Europe, to which
the Philippine Commission have made reference in their annual report, is to sell
bonds from time to time in comparatively small blocks maturing in & general way
and on the average at about the time when given amounts of their mortgage loans
mature. The proceeds of the loans constitute the resources from which the bonds
may beredeemed. In practice new issues of bonds are usually eagerly taken by
investors and the proceeds applied to the continuance of old loans and the granting
of new ones, but the condition of solvency required for such banks is the same as
that for commercial and note-issuing banks—that they shall have at command the
resources for meeting their obligations when they mature. The difference between
them consists in the fact that the obligations of commercial banks may mature at
any moment without notice, while those of mortgage banks mature only at fixed
dates against which full preparation can be made.

If Congress authorizes mortgage banks in the Philippine Islands, it is recom-
mended that such banks be governed by the following restrictions :

1. That no such bank shall be authorized with a less capital than $250,000.

2. That such a bank shall not loan more than ten per cent. of its aggregate re-
sources to any one person, firm or corporation.

8. That such a bank shall not loan upon any real estate more than one-third the
market value of such property as determined under regulations to be framed by
the Government of the Philippine Islands.

4. That such a bank shall not loan more than one-third of its aggregate resources
upon the security of building lots or buildings in cities or large towns.

5. That such banks shall be subject to such visitation, inspection, and regulation
as may be imposed by the Government of the Philippine Islands.

ScoPE OF THE MEASURES RECOMMENDED.

The possession of a sound and sufficient currency is one of the most essential fac-
tors in the industrial progress of any community, because the state of the currency
affects all classes of business transactions and every individual. In this respect
the proper regulation of the currency is more important than the regulations
governing almost any other single branch of the public administration or those
affecting any one or several industries. In making the recommendations em-



COINAGE AND BANKING IN THE PHILIPPINE ISLANDS. 101

bodied in this report the effort has been made to consider all aspects of the needs of the
Philippine Islands and of their future growth. The systems of coinage and banking
recommended are capable of indefinite expansion as the need for money and credit
extends with the growth of business.

Unless it contains defects which are not apparent, this system will, if adopted,
require no material change for many years to come. The tendency of the silver
coins which are proposed will be, if they are exported for any reason, to return to
the Philippine Islands, because they will have a higher exchange value in gold in
Manila than their_bullion value in any foreign country. Containing less silver than
the Mexican silver dollar, they will not pass into general circulation in other coun-
tries where they are not legal tender and where silver money tends to the level of
the price of silver bullion. If, however, the new coins should prove acceptable in
foreign countries, as have the Mexican silver dollar and the British dollar, the Gov-
ermnment of the Philippine Islands would profit rather than lose by such a condition,
because a seigniorage would be derived from the additional coinage, and these profits
would be added to the reserve fund held in Manila for maintaining the coins at par
with gold. .

It is one of the most important conditions of the progress of the islands that the
currency system should be such as to attract American and foreign capital by the
assurance that investments there can be realized upon at any time in the standard
money of the world. For this important result of bringing into the islands the means
of developing their great natural resources even some temporary benefits might well
be sacrificed, if such benefits pertained to the existing system or to a special silver
coinage. The system proposed, however, is substantially the system of two other
important oriental countries—British India and Japan—and conforms to the stand-
ard of the European countries with which the chief trade of the Philippines has here-
tofore been conducted. By continuing the use of silver upon substantially the pres-
ent basis the consequences of any jar attending the adoption of a new system will be
avoided, and all the benefits will be attained which would be derived from either
the silver standard alone or the complete introduction of American currency.

The maiotenance of the gold standard in a country of small resources depends to
some extent upon the state of its trade relations with other countries. In the case of
Japan large imports of merchandise undoubtedly had something to do with the loss
of gold in the year 1900. The effect of this pressure for gold was intensified by the
abeence of a well-regulated stock market, which serves in every country as a buffer
between the market for merchandise and the market for gold, lightening the shock
of any special demand for either class of commodities by affording another accept-
able means of exchange and permitting the adjustment of international balances
without strain upon the currency system. In the Philippine Islands the course of
business in the future should be such as to preclude any pressure for gold and to in-
crease the supply of metallic money.

If American capital comes to the Philippines in large amounts for investment it
will come chiefly in the form of agriculture, mining, and manufacturing machinery,
railway equipment, and supplies for the maintenance of laborers. Investments of
capital in undeveloped countries are inevitably made in these forms in the ultimate
analysis, since the money advanced by the investor is expended by promoters for
these necessary elements in carrying on their enterprises. So long as these invest-
ments exceed the demands upon the islands there will be an excess of imports of
merchandise, which will not require to be paid for by a countermovement of mer-
chandise or gold. On the contrary, the only compensation made to the investor will
be in the form of printed certificates of bonds or shares, whose issue will not for the
time being impose any burden for repayment of the principal upon the productive
resources of the islands, Contented with a small portion of the net proceeds of the
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islands in the form of interest, the whole body of investors, including those entering
the market with new savings, will steadily send more to the islands than they take
away.

If any danger is to be feared in the influence of the balance of trade upon the
maintenance of the gold standard, it would arise only at that distant date at which
new capital would cease to enter the islands and the profits of existing enterprises
would be continuously withdrawn under a system of absentee ownership. Thiscon-
dition is too problematical and too far in the future to call for legislative provisions
at the present time except such as will tend to keep capital in the islands and en-
courage its continuous investment and the investment of the interest upon it in new
enterprises. This continuous reinvestment of capital was the history of British in-
vestments in Australia, until a shock was given to confidence in 1893 by excessive
loans by the banks upon landed security, which deprived them of the power to meet
their demand obligations. The drain of the precious metals from a country suffer-
ing from unfortunate economic conditions will affect either metal which may bap-
pen to be the standard, whether that metal be silver or gold. Against such un-
favorable conditions it is not the function of currency legislation to make direct pro-
vision, but such provision is indirectly made in & manner which is highly effective
by the adoption of a system which insures the stability and suficiency of the circu-
lating medium in all its forms, and holds out the inducement of security and oppor-
tunity for the continuous reinvestment of capital.

The disturbing influence of demands upon the stock of metallic money is greatly
mitigated in any country by a flexible and unfettered bank-note currency. Such a
currency automatically takes the place of coin in meeting pressing demands for the
tool of exchange, and the demand for it throws upon the ks the obligation of re-
storing the supply of precious metals in order to maintain the reserves required
by law. A bank-note currency such as is recommended in this report is capable of
indefinite expansion as the demand increases for additional credit facilities and for a
larger volume of money. It is & necessary forerunner of the system of checks and
deposit accounts—those more perfected forms of credit which tend to supersede it
in advanced commercial communities. If the duty is imposed upon the banks, as
proposed, of maintaining specified reserves against every increase of their issue, they
will be led by self-interest and the interest of the business of the islands to supply a
sufficient volume of pﬂ::fer currency and at the same time to protect it by an increase
in the metallic stock adequate to the expanding needs of trade. Such an auxiliary
to & proper coinage system will do much to promote its successful operation, to
lighten the burden of interest charges upon the Filipino people, and to hold out the
inducement to the large investment of American capital so essential to the prosperity
of the country and the justification of American sovereignty both to the people of
the islands and the citizens of the United States.

All of which is respectfully submitted. CHARLES A. CONANT.

W ASHINGTON, D. C., November 25, 1901.

New York State Banks.—Report of condition at the close of business on Tueseday,
Deocember 3, 1901.

Loa a dmgm&l‘mig. due LIABILITIES.
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Overdxiaym....t. ................ : 176,440 | Undivided profita................ 11,544,884
Due from _trust companies, Due depositors on demand...... 809,800,661
Rt apataers and brokers..  Jees | Due to trust companies, banks,
Mortgages owned. . 3,888,177 bankers and brokers............ 85,967,140
gm}‘es and bonds................. %%-% Due savings banks............... 15,151,284
T8, logal tenders and cirouiat- ’ Due the Treasurer of the State

ing notes of National banks... 17,148,746 Of New YOrkK......coovvvevneeens 2,400,880
Cash t;w“a roinded wnder any of 59,912,281 | Amount not included under any

b6 ADOVE DORMS...r v rror Y Lmzem | of theabove heads.............. 491,365
Add for cents......c.evvuven coseee 627 | Addforoents..........c.ceveenenns 208

$421,616,408 : $421,616,408




NOTICES OF NEW BOOKS.

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

How To Reap THE MONEY ARTICLE. By CEARLES Duguip. London: Effingham Wilson.

Although written for English readers, this work contains a great deal of valuable
information for American financial students also. Explanation is given of many of
the technical terms employed by writers in dealing with topics bearing on the finan-
ces, and the influences of various conditions on the money markets and business
matters generally.

THE Low or PROMISSORY NOTES, DRAFTS, CHECKS, ETC. By LESLIE J. ToMPKINS, M.8.,
LL.M. New York: Business Publishing Co.
This is a very concise and conveniently arranged statement of the law and rules
relating to notes, checks and negotiable instruments in general, and will be found
serviceable to bankers and commercial lawyers.

The Risg oF COMMERCIAL BANKING INSTITUTIONS IN THE UNITED STATES, by ADOLPH
OscAr EL1ASON, M. A.

In a thesis presented at the University of Wisconsin as a part of the work dore
for the degree of doctor of philosophy, Mr. Eliason laid down the following propo-
sition: ‘‘ There were no commercial banks in America during the colonial period.
The so-called banks of this period existed merely for the purpose of issuing notes
and were not commercial in character. The first real bank to be established was the
Bank of North America, chartered in 1781. This tardy rise of banking institutions
was due to the peculiar conditions of colonial trade and industry. Commercial
banking institutions did not arise until there was a change in these conditions which
made the rise and growth of banks necessary, and when they did arise, commercial
banking developed in compliance with trade requirements.”

‘We often hear complaints at the present day of ‘‘ the lack of banking facilitiesin
agricultural communities,” and branch banking or some other scheme is prescribed
by the currency reformers as the appropriate remedy. In the early history of the
country it was thought that paper money, issued on the security of land or mer-
chandise, was what was .needed, and the so-called banks of that time were, as Mr,
Eliason says, mere paper-money machines. After failures, more or less disastrous,
the era of commercial banking commenced as called for by the development of the
country. From this it seems that the bank is not the forerunner but an accompani-
ment of business. 1t would be, perhaps, too narrow an application of this theory to
declare that a bank only measures the volume of business as a clock does time, or as
a thermometer registers the temperature. A bank is not quite so passive an instru-
ment as this: for by making business easier and money more effective banks un-
doubtedly multiply business activity and in time assist in the creation of capital.
However, without resources that are capable of profitable exploitation a community
can have no need for a bank. Resources of lands, minerals, forests, etc., are not
enough ; there must be an enterprising population capable of bringing latent re-
sources into a realizable form. The people of Scotland, though laboring under the
disadvantages of a small country, and a scanty soil, have made greater progress than
the people of many other countries under more favorable conditions. The branch
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banking system exists in Scotland and in several of the other countries also, but in
no case has it been the determining factor in the development of the natural re-
sources. Branch banking may, of course, be an economical form of bandling &
country’s banking capital ; but in a country which permits the organization of Na-
tional banks with $25,000 capital, State banks with $5,000 capital (in some States)
and private banks without any known capital, the fleld is certainly open enough.

Mr. Eliason’s monograph gives evidence of thorough and careful research, and
the numerous authorities cited show how completely he has covered the early bank-
ing and financial history of the country. It is a painstaking and scholarly investi-
gation of two early epochs of the banking history of the United States and a serious
and valuable contribution to banking literature.

BANKING: NOTES ON THE ORIGIN AND DEVELCPMENT OF BANKING, AND LESSONS TO BE
DrawN PROM ITs HisTORY. By ARTHUR DoUGALL COCHRANE. London: Effing-
bham Wilson.

In his introduction the author says: ‘‘ The utmost care has been taken to verify
every fact quoted in this book.” Perhaps so; but it is not evident that the same
care was taken to verify the names used in the work, as Mr. Cochrane speaks of
¢ McCallough’s Men and Measures,” and ‘‘ Nathanial Biddle.” To demand accur-
acy, evenin the matter of names, is doubtless asking too much of British writers on
American finance.

Mr. Cochrane shows us what was the real cause of the American Revolution.
He says: ‘‘ Previous to the American Revolution numerous swindling * land banks’
in what were then known as our Colonies were issuing notes broadcast, and repu-
diating them afterwards when presented for payment. Professor W. G. Sumner, of
Yale University, admits that it was the just repression of these wild-cat schemes by
England which led to the Rebellion.”

Prof. Sumner’s ‘ History of Banking in the United States ” is quoted to sustain
this view, and with an apparent show of reason. It is doubtful, however, if Prof.
Sumner intended to imply that the rebellion of the American Colonies was unjus-
tifiable. :

CoMMERCIAL TRUSTS—THE GROWTH AND RIGHTS OF AGGREGATED CAPITAL. By Jomn R.
Dos Passos. New York: G. P. Putnam’s Sons.

This is a thorough statement of the legal principles involved in the formation of
corporations and combinations. It is contended that vast aggregations of capital do
not create monopolies, as exclusive privileges are not conferred.

The author makes a plea for a careful study of the subject before attempting to
suppress trusts by legislation, as ill-advised laws designed for the control of com-
mercial relations have been almost invariably ineffective. He cites as an instance of
this that there are already severe Federal and State laws against combinations and
trusts, but that most of them are not enforced.

Much of the denunciation of large corporations undoubtedly proceeds from those
who view all accumulations of wealth with suspicion, and certainly nothing is to be
gained in dealing with the great combinations until all the light possible has been
thrown on their organization and operation. Mr. Dos Passos has ably stated many
of the legal and economic principles that should be kept in mind in forming a proper
estimate of the relations of corporations to the public. His optimistic tone regard-
ing trusts will prove an offset to the vague denunciations of the politicians. Per-
haps, in the end, it will be found that while the consolidations of capital are not
without dangerous possibilities, they may be averted by wise and well-considered
public control. Mr. Dos Passos makes a strong argument in favor of that moder-
ation which is an essential to intelligent legislation.



STATE BANKS—REPORTS OF SUPERVISING OFFICERS.

VERMONT.

The report of Frederick 8. Platt, Inspector of Finance for the State of Vermont, just
received, gives some interesting facts in regard to the Savings banks and trust companies of
that State.

The statements and reports show the condition of such institutions at close of business
June 80, 1901.

Savings BANKS AND TRUST COMPANIES,

Twenty-two Savings banks and nineteen trust companies have done businees in the State
daring the year ending June 80, 1601.

The aggregate depoeits in the Savings banks, Savings instituttons and trust companies at
cloee of business June 80, 1001, was $40,209,059, which is $1,918,664 more than was on deposit
June 80, 1900,

The number of depositors was 123,161, a gain of 4,797 during the year.

107,805 residents of Vermont had deposits of $83,415,771; 15,456 non-residents bad deposits
of $6,700.544.

Resident depositors show an increase for the year of 3,808 in number and $1,646,885 in
amount of deposits,

Non-resident depositors increased 801 in number and the amount of their deposits
increased $348,036.

Three banks have reported among liabilities dividends due depositors July 1, 1901, to the
amount in all of $33,742, without classifying same between resident and non-resident
depositors.

This $23,742 i3 included in the $40,200,059 aggregate amount of all deposits, but is not
included in either the above division of deposits between resident and non-resident depoeitors.

The average amount of deposits to each depositor was on June 80, 1901, $828.50, an increase
in average for the year of $2.98.

The average deposit to each resident depoeitor was $810.28, as compared with $807.02, the
average June 80, 1900.

The average deposit to each non-resident depositor was $487.99, which is $3.19 less than the
average June 30, 1900.

Depositors to the number of 8,400 had each more than $1.500 in a bank. The total amount
of such deposits was $7,858,444.53, an average of $2,128.72,

This class of depositors show an increase of 240 in number, $588,425.18 in amount, and $24.24
in average since June 30, 1900,

RESOURCES.

The total resources of all Savings banks, Savings institutions and trust companies on
June 30, 1901, were $48,384,106.19 and exceeded the resources June 80, 1900, by $2,029,758.15.
These resources are classified as follows, cents omitted :

Compared with
DESORIPTION. Amount. June 30, 1900.
Mortgages on real estate in Vermont.. 181,182 TN M
(3 on o8 n Vermon senesene ,181,

Mortgages on real eshte elsewhem. veees eeseees 15,007,200 1,249,889
Loans on personal 8ecurity.........cveevvevenieccennns 2,807,518 *135,268
Loans on deposit book ool atenl : setsessesssennse 160,621 21,872
Loans on bank stock collateral.. ves 228,113 19,784
1) 686,834 89,802
*98,301
Loans to towns, cities, etc . 98,447
United States bonds. . 855,854 . *181,078
Municipal bonds. . . 568,175
Real estate ceaneaenne 837 2, %
Bank stock. ceens 8,708
Miscellaneous aseets. 88,884 191,408
ts in banks . e W

Net increase., sessseves '3:029,758



106 THE BANKERS' MAGAZINE.

SURPLUS, TAXES AND EXPENSES.

The twenty-two S8avings banks have a * surplus fund reserved ' amounting to $1,025,136;
this is $41,804 more than the ‘ surplus fund reserved * of the same banks June 80, 1900,

The total surplus and acoumulated profits (exclusive of capital stock) of all the Savings
banks and trust companies was $2,085,647, an increase during the year of $116.465.

During the Jast year taxes to the amount of $255,150 have been paid into the State Treas-
ury by the SBavings banks and trust companies; this is $18,668 more than were paid the year
before.

The expenses of the Savings banks and trust companies for the year have been (in addi-
tion to taxes) $201,918.79, which is $11,087.16 more than the expenses of the previous year.

The average expense for each $1,000 of deposits cared for was $5.02, which is four cents
more than the average expense per $1,000 for year ending June 80, 1800.

DIvIDENDS TO DEPOSITORS.

The total amount paid (or credited) to depositors as dividends or interest was $1,224,210,
which is less by $2,806 than the amount credited the year before.

Savings banks paild interest as follows: Twenty paid at the rate of three and one-half per
cent.; two paid at the rate of three per cent.

Trust companies paid interest at the following rates: Three paid four per cent.; four
paid three and one-baif per cent.; one paid three and one-fourth per cent.; ten paid three
per cent.

DIVIDENDS TO STOCKHOLDERS.

The amount of dividends paid by trust companies to stockholders for the year was $51,500,
being $1,000 less than was paid during the year previous.

Three trust companies paid no dividends to stockholders; one paid fourteen per cent.;
one paid ten per cent.; two paid eight per cent ; seven paid six per cent.; one paid five per
cent.; three paid four per cent.; one paid three per cent.

EXAMINATIONS.

I have examined all S8avings banks and trust companies during the past year.

I have assisted the State Auditor in his examination of the acoounts of the State Treas-
urer.

Proper vouchers were exhibited and the State Treasurer’s books were found to be correct.

FREDERICK 8. PLATT, Inspector of Finance.

SiMpLICITY OF THE FATHERS.—Jeffersonian simplicity is often held up for the
imitation of the present generation of Americans, but the French airs and manners
affected by Jefferson in his later years would no doubt cause him to be considered as
much of a fop as the latest importation from Piccadilly. John Hancock, who made
such a display of his penmanship in signing the Declaration of Independence, liter-
ally got himself up regardless of expense, and in most gorgeous fashion, as may be
seen from the following, which we quote from a recent monograph on * The Rise of
Banking Institutions in the United States,” by A. O. Eliason:

‘*The wealthier families in the Colonies imported nearly all their wearing appaml] and
boxes of splendid clothing were brought by every sailing veseel that came from England.
Hancock was perhaps the most particular of the colonial gentlemen about his personal ap-
pearance and dress. His letter-book shows him ordering goods from his London agents with
very careful instructions; such as two wigs for his own use, * fashionable and of a light color,’
and articles for family use ‘ very neat’and *of very best kind, cost what it will;’ and it is re-
corded that he was seen at noonday wearing a ecarlet velvet cap, a blue damask gown lined
with velvet, white satin embroidered waistcoat, black satin small-clothes, white silk stock-
ings and red morocco slippers. Washington was also very exacting about his dress, and his
orders for clothin%:(l):ow that he wore wigs, laces and ruffies, and the richest of silks and vel-
vets, al) imported from Europe.”

This reads like a campaign slander, but no doubt it is authentic. Gen. Benja-
min Harrison, afterwards President of the United States, wasonce defeated for Gov-
ernor of Indiana by a man whose chief distinction was that he wore homespun trous-
ers. Gen. Harrison was known as ‘‘ Kid-Glove”” Harrison and his competitor as
‘“ Blue Jeans ” Williams.

Jefferson, Hancock and Washington, were remarkable men, though not above the
weaknesses of humanity.



EARLY BANKING IN INDIANA.

[From the 1ndianapolis ** Daily Journal.”)

menw. __________ ______avenowury,” eays:

There was never a more wholesome banking business done between banks and their cus-
tomers than was done by the State Bank of Indiana and its customers through a large part of
fta career. * * * If the history of the bank should be written it would be both interesting
and Instructive. It would be the history of a bank which, nlthough established in a new State
and committed to the charge of inexperienced men, through periods of speculation and depres-
sion, &msperous and unprosperous years, was s0 mana, as largely toincrease the wealth of
the State and secure for itself a reputation for honorable dealings and fidelity to its engage-
ments which placed it in the front rank of wisely and honorably conducted banking institu-

tions.

The followlng extract from McCulloch’s book shows how conditions have changed since
the early days of the old State Bank. He says:

‘There were, in the times of this bank. no express companies in the West. Money was car-
ried from glwe to place by its owners or by private messengers. At the quarterly meetin,
of the bank directors the accounts between the branches were adjusted. It was at these m
ings also that the branches usually obtained their circulating notes. Every director, there-
fore, in going to or returning from these meetings was under the necessity of mklnf with
him considerable amounts of money, and although the most of the directors traveled on
bhorseback, and were sometimes two or three days on their way, there was no instance of rob-
bery. Fort Wayne was three days'® ride from Indianapolis, mostly through the woods.
For fifteen years I made this journey on horseback and alone, with thousands of dollars in
my saddle! without the slightest fear of being robbed. 1 was well known upon the road,
and it was well known that I had mo ey with me, and a good deal of it, and yet I rode un-
nrmeen;lnthr?eutgh the woods, and stop, for the night at the taverns or cabins on the way, in
perfect safety.

Travelling facilities in the State have improved very much since then, but it is doubtful
£ public morals have.

The expiration of the charter of the old State Bank was followed by the establishment, in

of * Bank of the State of Indiana,” and by a few years of disastrous ‘‘free
banking.” Mr. McCulloch was elected President of the new State Bank. hia former associ-
ates making that a condition of their taking stock. This institution had a short but honor-
able career, and fully maintained the credit of its predecessor. On the passage of the act of
Congress by which notes of all banks except those of the National banks were taxed ten per
cent. the Bank of the State went into liquidation. Then began the era of National banks of
fesue and private banks under the State law, which still continues, and which bas contributed

largely to developing ita resources an advanein¥ 1ts prosperity. At first Mr. MoCul-

was opposed to the Nationel bank system, and in 1862 he weat to Washington to oppose
the passage of the bill establishing it. After the passage of the bill he changed his mind as to
the merits and the necessity of the system and became the first Comptroller of the Currency,
and was largely instrumental in popularizing and establishing it.

The present bankers of 1ndiana are sucocessors to a long line of honorable traditions.



LETTER ADDRESSED TO THE PRESIDENT OF THE
AMERICAN BANKERS’ ASSOCIATION.

Mr. Myron T. Herrick, President American Bankers' Association, Cleveland, Ohio.

DEAR S1R: In times of extreme monetary stringency in the United States, many bank-
ing institutions, in solvent condition, are forced to the wall ; and with the instantaneous con-
traction of credits, the market values of securities and *properties suddenly shrink enor-
mously—entailing bankruptoy and hardships upon ail classes of the community, and resulting
in a stoppage of production, a decrease in consumption, and a fall in prices of manufactured
articles and food products. This is largely the result of our present defective banking sys-
tem.

These defects were plainly illustrated at the recent meeting of the American Bankers' Asso-
ciation in Milwaukee, in papers read by Mr. A. B. Stickney, President of the Chicago Great
Western Railroad Company, on *‘ The Medium of Exchange and the Banking Function:" by
the Hon. Lyman J. Gage, Secretary of the Treasury, on *The Defects of our Treasury Sys-
tem ;" and by the Hon. Charles Francis Phillips, President of the Corporation Trust Company
of Delaware, New York city (read before the Trust Company S8ection), on ** The Businees of
Foreign Countries Analogous to the Trust Companies in the United States.”

In his paper and the discussions which followed, Mr. Phillips explained very clearly the de-
mooratic and accommodating methods adopted both in prosperous and trying times, by the
four great banking institutions of France (with their branch systems), namely: Bank of
Franoce, the Credit Foncier, Credit Lyonnais and Societe Generale. Great advantages are real-
ized, not only by the banks in rediscounting loans with each other, but by all classes of
people, for whom thousands of small notea are disoounted daily—in amounts even as low as
forty francs, and at a rate of interest rarely exceeding three per cent.

France, Germany, Great Britain and Canada are comparatively free from bank faiiures.
In times of monetary stringency banks in all the countries named expand their credits in-
steag ott; contracting them, as we do—thus preventing failures and violent fluctuations in the
markets,

Some of the reforms suf ted, and which cannot be clearly or satisfactorily disoussed
during the short sessions of National and State bankers’ conventions, are:

First. Provision for a legal emergency circulation, which might be obtained by the incor-
poration of clearing-houses in the leading commercial centers. This legislation should be se-
cured before another money, credit, or bankers' panic shall occur.

. Retirement and cancellation of all demand issues of the United States Government.

Third. Abolition of the United States Sub-Treasuries,

Fourth. A system of l%ﬂks—wlth branch systems—having the power to issue and cir-
culate a bankin cumne? , possibly, upon the assets of banks, protected by a tax on cir-
culation and enforced redemption of notes at the commercial centers.

th. International American banking institutions. These cannot be established and
command the confidence of the worid until we put our own house in order at home, and there
shall not be the slightest question, anywhere in the world, as to the intrinsic value of the
United States dollar,
g:;v can existing laws be repealed and new ones passed by the Congress of the United

Sta

We learned many lessons in the meetings of the Indianapolis Monetary Convention. One

important one was, that, to brlnf large fes, representing varied interests, to a substantial

ment, involved the submission of all suggestions to an able committee composed of prac-
tical men of affairs, statesmen and competent lawyers ; their final report to be the basis for
discussion and action.

We were both present at the banquet of the Bankers’ Club in Chicago on October 19. One
of the speakers, an attorney and member of Congress from Indiana, made a plain statement ;
That bankers were not agreed among themselves; when they could agree, and submitted
their propositions to Con they could depend upon favorable counsideration.

In a short address at the recent annual meeting of the Bankers' Association of the State
of Tllinois, Judge Sherman, Speaker of the Illinois House of Representatives, made substan-
tialiy the same statement: namely, that when bankers of Illinois came to an agreement
among themselves as to what they wanted, they could secure le?'hlntion in Bﬁrlnxﬂeld.

It will take many years to secure, in the Congrees of the United States, the legislation to
©A into effect the remedies suggested or proposed in the recent meeting of the American
Bankers' Aseociation. The work cannot be accomplished during your term of office as presi-
dent of the association; nor, possibiy, by men who have either sought office in the associa-
tion, or been complimented by appointmeunt to office.

it not practicable, however, for the officers and executive committee of the association
to call to their assistanoce bankers, statesmen and lawyers, outside of its own membership,
conspicuous for their ability, who will be comretent to recommend the repeal of existing
laws, and frame for passage new laws which shall ultimately perfect the fiscal xiollcy of the
Government, bring greater stability to banking interests, and prevent great losses to all
olul:lses ol'tthe community ? The expenses thus incurred by the association would be mouney
well spent.

A:: practical man of aﬂalr? you know something of the political difficulties in the way,
and are capable of laying good oundatlogs for this w&rkﬁyan for your successors in office.

our res ully.

Quinocy, 11, Nov. 13, 1901, J. PARKBR, Vice-President (IlUinots).



TAXATION IN THE STATE OF NEW YORK.

REPORT OF THE COMMITTEE OF THE CHAMBER OF COMMERCE OF THE STATE
OF NEW YORK ON STATE AND MUNICIPAL TAXATION.

To the Chamber of Commerce :

In view of the early meeting of the Legislature your Committee on State and Municipal
Taxation deems it right to briefly restate considerations in regard to taxation to which it
has adbhered, and to which the Chamber has given approval.

Your committee believes that the tendency of the Legislature to create indirect revenue
for State purposes, and to look to this revenue exclusively for State purposes, is unwise.

(a) Because it takes away from the taxpayers that interest in State expenditures and
State taxation which is present when taxation is direct.

(b) Because it weakens the sense of responsibility of legislators and tends to promote ex-
travagance.

(¢) Because it has already so operated as to throw nearly all of the burden of State expend-
itures on the urban political divisions, and to free a large section of the State from any oon-
tributions whatever to the expenses of the State.

(d) Because in the pursuit of the purpose to create indirect revenue for the State the
principle of uniformity in taxation has been lost sight of.

(e) Because it takes from the politioal divisions, which need for local purposes nearly ten
times as much money as the State needs for its purposes, some of the best subjects of taxa-
tion, and thus throws a heavier burden on those remaining.

(f) Because it encourages the disposition to extend the charges of the State to subjecta
beretofore considered local, and which, in some instances at least, must be considered purely
local.
1n view of these considerations, your committee wrought out last winter a bill forlocal
option and apportionment, the purpose of which was to indicate that, by a very simple enact-
ment, the evils indicated above could be avoided for the future, and the State continue the
earlier policy under which all local burdens were borne locally and the State burden was di-
vided equitably between the political divisions.

Your committee is of the opinion that the Legislature should not now go further in the
direction of selecting special subjects of taxation for the exclusive benefit of the State, but
should allow the subject to rest until, as a result ot further experience, the people are in bet-
ter position to judge whether the policy will prove conducive to the best interests of the Com-
monwealth or the reverse.

Your committee is the more disposed to take this view because it has no reason to believe
that the State is in need of new sourcee of revenue.

Your committee has on several occasions urged that the taxation of mortgages is unwise,
It has presented to you the following reasons for its belief:

(a) Because the tax cannot fall otherwise in the end than upon the property mortgaged.

(b) Because the incidence of taxation upon real property is already heavy, whether to
people living under urban conditions or to farmers.

(¢) Because the tax can only be collected at much expense and by methods which will be
extremely vexatious.

(d) Because if property is to be taxed it is always better to tax it directly than indirectly
in ways which mislead the people as to the actual incidence.

1t is the purpose of your committee to advocate the views which have been thus stated
before the coming Legislature if the opportunity or oocasion to do so occurs.

Your committee submits the following resolutions:

Whereas, The propositions stated in this report have heretofore received the sanction of
the Chamber and are now deemed sound; therefore, be it

Resolved, That the Chamber acoepts and approves of the foregoing report; and

Resolved, That the Secretary of the Chamber is directed to transmit a copy of this report
to the Governor of the State, to each member of the S8enate and Assembly, and to each meme
ber of the Chamber. (8igned) GEBORGE F. SEWARD,

CHARLES 8. FAIRCHILD,
CLARENCE H. KELSEY,
ALEXANDER E, ORR,
JOHN HARSEN RHOADES,
New York, December 5, 1001, Committee on State and -Munictpal Tazation,



BANKING IN HAWAII, PORTO RICO AND THE
PHILIPPINES. ’

[From the Annual Report of the Comptroller of the Currency.]

BANKS AND BANKING IN HAwalr

Information relating to banks and banking institutions in Hawaif has been secured from
two sources—first, from statements transmitted directly to the office by a number of banks
and banking companies doing business in the Territory, and, second, from returns obtained
by Mr. A. R. 8erven, representing this office in an official capacity at Hawaii, while on a visit
to the islands during the past season. Reportsfrom both sourcesshow the existence of banks
with banking capital as follows: Bank of Hawail, capital $600,000, surplus and undivided
profits $204,000, deposits, $1,250,000; First American Savings and Trust Company of Hawaii,
capital $250,000, deposits about $200,000; First National Bank of Hawafi, capital $500,000, sur-
plus and undivided profits, $44,985, deposita, $741.248; Claus Spreckels & Co., capital $500,000,
deposits $809,708 ; Bishop & Co., capital $800,000; Hawaii Trust and Investment Company. All
of these banks and banking firms are located at Honolulu. There is also in operation at this
point branches of the Yokohama S8pecie Bank and the Kei Hin Bank, Limited, of Tokyo. In
addition to transacting g 1 banking business, selling exchange, etc., the banks generally
allow interest on depoeits,

At Hilo, the second town of importance in the islands, there i8 in operation the First Bank
of Hilo, with capital of $200,000 and deposits of $100,000. At Wailuku there has recently been
organized the First National Bank of Wailuku, with capital of $25,000.

8everal of the more important plantation agents have banking departments in connection
with their other branches of business and aid the planters very materially by advancing funds
for the production and marketing of crops. The demand for mouey i8 apparently steady, as
the moving of the large sugar crop, which is practically the only crop, is in progress the en-
tire twelve months,

The deposits in all of the banks are approximately $8,500,000, while the actual cash in cir-
culation, including Hawaiian silver coinage amounting to §1,000,000, will probably not exceed
$2,000,000. The Hawaiian silver coinage was minted at S8an Francisco in 1883 and 1884, during
the reign of Kalakaua. These coins, in denominations of dollars, halves, quarters and dimes,
have the same intrinsic value as United States silver.

During the past three or four years new enterprises, capitalized at about $75,000,000, have
been launched without sufficient money in circulation to properly tioat them; consequently
at the present time there is great demand for more capital, and loans can be readily made at
seven, eight and nine per cent. interest on what are considered gilt-edged securities, that is,
stocks, eto., of the sugar industries.

Section 80of the act of Congre:s approved May 30, 1800, entitled **An act to provide a gov-
ernment for the Territory of Hawaii,” provides * that the laws of Hawali, not inconsistent
with the laws of the United Btates or the provisions of this act, shall continue in force, sub-
Ject to repeal or amendment by the Legislature of Hawali or the Congress of the United
States,” and section 55 of the act provides, among other things, that the legislature * may by
general act permit persons to associate themselves together as bodies corporate for * * *
conducting the business of insurance, Savings banks, banks of discount and depoeit (but not
of issue), loan, trust and guaranty associations.”

PorTo RiIco.

No National bank has been organized in the island of Porto Rico, notwithstanding the
fact that the Attorney-General, in an opinion rendered June 2, 1900, held that the following
_ provision of the act approved April 12, which took effect May 1, 1900, was broad enough to
authorize the organization of National banks in Porto Rico: * That the statutory laws of the
United States not locally inapplicable, except as hereinbefore or hereafter otherwise pro-
vided, shall have the same force and effect in Porto Rico as in the United States except the
internal-revenue laws, which, in view of the provisions of section 8, shall not huve force and
effect in Porto Rico.”
The only bank of igsue in the island is the Spanish Bank of Porto Rico, chartered by royal
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decree on May 5, 1888, the chartered rights of which were recognized in the Paris treaty and
in joint resolution adopted by Congress on June 6, 1900. The authorized capital stock of this
bank is $900,000, and the aggregate resources on June 29, 1901, were $1,888,416. There i8 also In
operation in the island the American Colonial Bank of Porto Rico, a corporation chartered
under the laws of the State of West Virginia, and which has been designated by the S8ecretary
of the Treasury as the depository in the island for United States funds. This bank has capi-
tal of $400,000, and its aggregate resources, including United S8tates bonds on deposit to se-
cure public deposits, amount to $1,840,888. Through the courtesy of the officers of the Créd-
ito y Ahorro Ponceno the office has been placed in poseession of a statement of condition of
the bank on June 80, 1801. This bank has a capital of $120,000 and aggregate resources of
$680,788.
THE PaILIPPINES,

The bulk of the banking business in the Philippine 1slands i8 transacted through the in-
strumentality of the Hongkong and Shanghai Banking Corporation, the Chartered Bank of
India, Australia and China, and the Spanish-Filipino Bank. The first-named corporation has
agencies at Manila and Iloilo, the Chartered Bank of India, etc., at Manila and Cebu, the
main office of the Spanish-Filipino Bank being at Manila, with agency at Iloilo. Thereisalso
in operation at Manila a S8avings institution and public pawnshop entitled ** Monte de Ple-
dad.” This institution, as stated by Mr. Edward W. Harden, special commissioner of the
United Statee, is operating under a charter issued by the Spanish Government, and is prac-
tically under oontrol of the church. 8avings deposits are received in sums from fifty cents
to $25, and interest allowed at the rate of four per cent., which is compounded annually. In
the pawn department loans are made on precious metals, jewelry, clothing, etc., at six per
cent. per annum. The report of condition of this institution, of dateJune 80, 1801, shows the
capital stock as amounting to $248,078.92; Savings deposits, $000,090.12, and total jiabilities,
$1,156,718.38. The loans on bonds, stocks and certificates of deposit aggregated $141,275, and on
pledges $647,508.

A Criticism of the Canadian Banking System.
(From the Toronto ** Economist.’")

Editor ** Economist,” Toronto, Ont..

DERAR 8rR : In looking over recent issues of your valuable journal I was pleased to notice
your timely articles on the banking question, and to note several of your remarks in regard
thereto.

As one who has given this question considerable study from a Western point of view, I
entirely agree with your statement that the Canadian banking system as at present operated
certainly retards the progress of any new country. Until some three months ago my preju-
dices were strongly in favor of our own system, but after reading some discussions carried
on at the time in the Toronto ** Globe ” and ** World,” and a few other journals, I began to
make some further inquiries into the working of the American system, and found that as far
a8 helping to build up a country is conoerned our system does not bégin to compare with
theirs.

Scarcely any little town of from 500 to 1,000 inhabitants but has a local bank of its own,
officered and financed by their own local people, who have nothing but the interest of their
own town and community at heart, and are constantly doing everything in their power to
build up and push the prosperity of that particular district. Compare this with some new
district or town in the Canadian West, where one of our large banks will open up a branch,
the only aim of which is to make as large dividends as possible for eastern stockholders, and
consequently drain all the surplus money they possibly can out of that locality, Lo be used by
the directors and management for investment any where and every where except the place in
which they are making this money.

1 do not think it possible for anyone who will go carefully into this matter and take time
to make comparisons between the two systems to arrive at any other conclusion than one
favorable to the American system. As a rule, their local banks offer equal security with our
own, and in addition, they are part and parcel of the community in which they are situated,
their whole object being to build up and assist their own locality. Any dividends and profits

are in nine cases out of ten reinvested right at home.

Looking at the question from this standpoint it would seem as if our system of branch
banks bad no other object in view but to drain all surplus money out of the outlying dis-
tricts for use in investments elsewhere.

1do not with your proposition to }imit the establishment of banks to $300,000 paid-

capital. This would Erevent. many Jocalities from having a bank that otherwise would doso
? 000 were the Hmit, as this would be sufficient for all the businees that would be trans-
u:t:{ int particular lilaee The raulnﬂous could be such that the security given would
be the same no matter w the capital would be. Yours truly,

WINNIPEG. CHARLES M, SIMPSON.



BANKING AND FINANCIAL NEWS.

This Department includes a complete list of NEW NATIONAL BANKS (furnished by the Comp-
troller of the Currency), STATE AND PRIVATE BANKS, CHANGES IN OFFICERS, DISSOLUTIONS AND
FAILURES, etc., under their proper State heads for easy reference.

NEW YORK CITY.

—Group VII of the New York 3tate Bankers’' Association, comprising the banks of Long
Island, held its fourth quarteriy meeting at the Montauk Club in Brooklyn on the evening of
December 8. Forty of the fifty-four banks in the group were represented at the dinner.
Hon. Stephen M. Griswold, vice-president of the State association, presided. At the eleotion
following the banquet, John A, Potter, President of the Patchogue Bank, was elected chair-
man, and Hiram R. 8mith, President of the Bank of Rockville Center, was elected secretary.
The following members of the tive committee were chosen: Chas. T. Young, President
National City Bank, Brooklyn, chairman; H. J. Oldring, President Mechanice and Traders’
Bank; William L. Wood, Vice-President Queens County Bank; Joseph Dykes, President
Flushing Bank, and H. E. Hutchinson, President Brooklyn Bank.

Brief speeches were made by Gen. A. C. Barnes, T, Ellwood Carpenter, Chas. J. Edwards,
Edgar McDonald and others.

—At the meeting of New York Chapter of the American Institute of Bank Clerks, to be held
at 72 Fifth avenue, Thursday evening, January 23, James G. Cannon, Vice-President of the
Fourth National Bank, will lecture on ** A Modern Bank," fllustrating his subject with stere-
opticon views. * Cuban Banking Methods" will be the theme of an address by F. W, Black,
of the North American Trust Co., and Wm. C. White will speak on ** How a Corporation is
Organized.”

—The New Amsterdam National Bank recently declared a special dividend of sixty per
cent. This special dividend brings the profits of the stockholders in the bank up to 100 per
ocent. for the year on a capitalization of $250,000.

It is said that when Charles W. Morse took control of the bank a year ago he invited every
one employed in the bank to invest as beavily as possible in stock of the institution, and
offered to take their notes for stock, and all the forty employees of the bank are said to have
made investments in the stock, paying 700 per share. It i8 now quoted at about twice that
figure.

—Figures published by the Morton Trust Company for the past year show an increase of
over $1,200,000 in its undivided profits, being at the rate of over $100,000 a month, making the
total surplus and undivided profits of the company over $4,5600,000.

—Benjamin Seymour Guinnees, a member heretofore of the banking house of Guinness,
Mahon & Co., of Dublin and London, and Walter T. Rosen, heretofore a member of the law
firm of Underwood, Van Vorst, Rosen & Hoyt, have been admitted as general partners in the
banking firm of Ladenburg, Thalmann & Co.

—It is reported that the National Park Bank will build on the adjoining property secured
some time ago, and also improve the present building very materially.

—On December 27 the First National Bank declared a dividend of ten per cent.out of its
earnings for;the past six months. With the distribution of this dividend the bank will have
distributed $21,810,000 among its shareholders since it was organized {n 1863—a record said to
be unequalled by any American banking organization, and probably by any throughout the
world. The record of having declared the largest dividend ever declared by a National bank
is held by the First National. This dividend amounted to 1,000 per cent., and was declared on
the old stock at the time the capital was increased from $500,000 to $10,000,000.

—The publishers of THE BANKERS' MAGAZINE are in receipt of the following letter under
date of December 18, 1801, from Robert Hockey, recorder of New York Chapter, American
Institute of Bank Clerks:

“1t¢ is my pleasure to advise you that at the meeting of New York Chapter held last even-
ing the books given by you to us were pr d to the chapter in your behalf, and it was
unanimously resolved that a vote of thanks be tendered by the chapter to Mesars. Bradford
Rhodes & Co. for their interest in our work as evidenced by this gift.
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We anticipate that our members will get a great deal of profitable reading from these
books, and so increase their knowledge and understanding of the questions coming up in
their dafly work, thus making themselves more valuable as members of society, and to their
employers.”

—On December 21 Hon, Lyman J. Gage, Secretary of the Treasury, was the guest of honor
at a dinner given in the Metrupolitan Club by Frank A. Vanderlip, who for four years was
Assistant Secretary of the Treasury under Mr. Gage, and who is now Vice-President of the
National City Bank of this city.

Besides Mr. Gage and bis host there were thirteen other guests, all of them prominent in
banking and financial affairs. Mr. Gage sat next to Mr. Vanderlip, ou the other side of whom
was E. W. Bliss. The others were George F. Baker, President of the First National Bank ;
Jaocob H. Schiff, of Kuhn, Loeb & Co.; Willlam A. Nash, President of the Corn Exchange
Bank ; George W, Perkins, of J. Pierpont Morgan’s firm; J. Edward Simmons, President of
the Fourth National Bank ; James Stiliman, President of the National City Bank; Joseph C.
Hendrix, President of the National Bank of Commerce ; Stuyvesant Fish, President ot the
1llinois Central Railroad and Vice-President of the National Park Bank; James Speyer, of
Speyer & Co.; A. B. Hepburn, Vice-President of the Chase National Bank; Frederick D.
Tappen, President of the Gallatin National Bank, and William Rhinelander Stewart.

There were no set speeches, but there was an informal discussion of the ideas of SBecretary
Gage, as outlined in his report to Congress and in his speech before Group VIII of the New
York State Bankers’ Association at its recent annual banquet. This was a proposition for &
federation of National banks into a great central ocorporation, which, Mr. Gage believes,
would be a big stride in the direction of averting national panics. There was also a discus-
sion of the clearing-house system in this and other cities, and an interchange of ideas for im-
proving it.

—1t is reported that the Central Trust Company voted $50,000 to President Frederick P.
Olcott, as a Christmas present, and that each of the employees of the company reoceived fifty
per cent. of his annual salary. The Christmas donations to employees given by banks and
other financial institutions and private banking firms in Wall Street range in numerous in.
stances all the way from ten per cent. to 100 per cent. of the yearly salaries.

—At a special meeting of the stockholders of the Guaranty Trust Co. on December 6 it
was voted to amend the articles of incorporation so as to permit of the establishment of
branches in Hongkong and 8hanghai and in the Philippine Islands also as soon as Congress
shail authorize American incorporated banks to operate there.

—On December 17 official announcement was made that the Bank of North America will
absorb the Benk of the State of New York. The Preeident of the former, Warden Van Nor-
den, will retire, and the President of the latter, Richard L. Edwards, will become President
of the combined bank.

This is another move on tbhe part of the Morse syndicate, which already had a large inter-
est in the Bank of the State of New York. The old building of thelatter, at the corner of Wil-
liam streetand Exchange place, is to be torn down and a new structure will be erected on the
old site, and will, in addition, extend through to 41 and 48 Wall street, thus forming an **L*
shaped bwilding, which will be twenty-three stories in height. This will be the permanent
home of the bank. Charles W. Morse will be first Vice-President of the new bank, and Henry
Chapin, Jr., now Cashier of the Bank of North America, will be second Vice-President of the
new institution. Following is an official statement given out by Mr. Van Norden :

**The board of directors of the National Bank of North America has voted to double its
capital and surplus by offering for subscription by present stockholders enough new shares
at 200 to make the capital two millions and the surplus two millions, or four millious in all, as
against two millions at preseat, the object being to absorb the business of another bank. This
result has been brought about by the friends of the bank to be liquidated, in connection with
Warden Van Norden, the President of the Bank of North America. who owns the contol of
that bank. For a year past Mr. Van Norden has desired to retire from active banking, and
will avail himself of this opportunity to secure more time to himself for the gratification of
tastes other than those connected with business. He has parted with a portion of his large
boldings to gentiemen of influence and extensive connections, who will be able to add mate-
rially to the bank’s resources. He will remain in the board, together with Mr. Wm. F. Have-
meyer, Hon. Elihu Root and others of the present board.”

Under Mr. Van Norden's administration of eleven years the National Bank of North
America has reacbed the zenith of its prosperity. Its capital and surplus have been doubled
out of its profits, the dividends advanced to eight per cent. and the deposits increased seven-
fold.

The combined resources of the two banks are about $40,000,000, divided nearly equally be-
tween the two fnstitutions.

8
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—At the annual election of the New York Security and Trust Co., January 8, the follow-
ing trustees were chosen in addition to those that hold over : Charles M. S8chwab, President
United States Steel Corporation; Frank Tilford, Woodbury Langdon and Osborn W. Wright:
Norman B, Ream, of Chicago, and John 8, Phipps, of Pittsburg.

—The annual banquet of Group VIII of the New York State Bankers' Association, com-
prising the banks in the Boroughs of Manhattan and Richmond, took place at the Waldorf-
Astoria on the evening of December 19, Geo. F. Baker, President of the First National Bank,
presiding. There was a large attendance of the leading city bankers. Hon. Lyman J. Gage,
Secretary of the Treasury, spoke in favor of improving the banking system, his address fol-
lowing the lines of his recent annual report. Addresses were also made by Hon. Thos. B.
Reed, ex-Speaker of the House of Representatives, and by Amos Parker Wilder.

—The International Banking Corporation, organized under the laws of Connecticut with
$8,000,000 capital and $8,000,000 paid-in surplus, according to recent reports is to have the
handling of the indemnity of $25,000,000 which this country is to receive from China in in-
stallments running to 1940, and also act as fiscal agent of the Government in the Orient. It
is understood that a branch office of the corporation has been opened at S8hanghai, and that
branches will be located at other points in the Far East. The officers and directors of the
International Banking Corporation are mostly well-known capitalists.

—Prominent capitalists are reported to be organizing the Trust Company of the Repub-
Ho, with $1,000,000 capital and $500,000 surplus, the latter representing a premium of $50 on
each of the 10,000 shares,

—Edwin R. Thomas, president of the Evansville and Terre Haute Railway Co., has been
olected a director of the Bowling Green Trust Co.

—George E. Lewis, formerly with the Fourth National Bank, bas been appointed an As-
sistant Cashier of the Gallatin National Bank.

—Edwin 8. 8chenck, who has been Vice-President of the National Citizens' Bank, succeeds
Ewald Fleitmann as President, the latter becoming Vice-President. Mr. Schenck is only
thirty-three, and is one of the youngest bank Presidents in the city.

—The United States Mortgage and Trust Co. has added $250,000 to its surplus, making the
total $2,750,000.

NEW ENGLAND STATES.

Boston.—The building at the northeast corner of Devonshire and Water streets, which
was recently vacated by the National Bank of the Commonwealth on account of the consol-
idation of thisbank with the National Shawmut, has been leased by the State National Bank.

For upward of a half century the State National Bank has been located in the old Union
Bank building, at the corner of State and Exchange streets. It was incorporated in 1811 and
organized as a National bank in 1885. Its affairs are conservatively managed by Samuel N.
Aldrich, President; G. B. Warren, Cashier; Amos W. Stetson, Henry C. Weston, Henry R.
Reed, William H. Allen, Frederic Amory, Charles U. Cotting, Allen Curtis, Lester Leland and
Gordon Abbott, directors.

—H. W, Forbes and Walter H. Nash are the local managers of the Boston office of Meesrs.
Farson, Leach & Co. Mr. Nash was formerly connected with Messrs. Denison, Prior & Co.

Connecticut Savings Banks.—An fnteresting feature of the annual report of Bank Com-
missioners Noble and Kendall, recently submitted to the Governor, is the showing of the heavy
increase in deposits in the Savings banks during the past year. The total rose in the twelve
months ending October 1 from $188,781,842 to $198,248,909.

The depositors having less than $1,000 increased 12,962 during the year and now number
800,085, with deposits aggregating $76,484,384, or about forty per cent. of the total deposits.
The aggregate number of depositors of all classes is 425,588 and the average deposit 18 $454.07.

The total of the aseets of the banks has increased from $194,824,227 to $204,428,344, a gain of
$10,102,617. The loans on real estate have increased only about $3,000,000, and now reach
$60,425,229, while there has been a large increase in investments in railroad stocks and bonds
under the new law extending the scope of Savings bank investments. The investments in
United States bonds (ylelding a smaller interest than is paid depositors by the banks) bave
fallen from $1,288,200 to $811,790.

The tendency of the banks has been to invest more extensively in railroad bonds and dis-
pose of United States and municipal bonds, the holdings of United States bonds baving
decreased $956,500, the holdings of municipal bonds being $124,188 less than shown in the
report of 1900, while the investment in railroad securitice has increased $7,912,070.

Lowell, Mass.—The Union National Bank is reported here as the successor to the First
National, Railroad National and Merchants' National. The new bank starts with $850,000
capital and $175,000 surplus.
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MIDDLE STATES.

Philadelphia.—Because of its largely increasing business the Girard Trust Company has
acquired property at the northwest corner of Broad and Chestnut streets on which a fine
building will be put up.

Baltimore.—A branch of the American Institute of Bank Clerks, to be known as Balti-
more Chapter, was organized here December 4, and the following officers chosen: President,
W.8. Hammond: vice-president, J. C. Fenhagen ; treasurer, 8. M. Reid ; secretary, T. B. Ewalt.

—Plans have been made for the improvement and enlargement of the Citizens’ National
Bank bullding, including provision for a Savings bank department, safe-deposit vaults,
coupon rooms and additional desk room for the bank officials.

—The Intecnational Trust Co. has acoepted designs for its new building, which ‘s to be
erected on the south side of Baltimore street between Charles and Light streets. The build-
ing will have a frontage of fifty-four feet and a depth of 100 feet and will contain a ground
floor, a mezzanine floor and a basement. The front will be of white marble decorated with
bandsomely carved figures.

Pittsburg.—An idea of the very large business done by trust companies may be bad from
a recent advertisement of the Unfon Trust Company. which announces that the company i8
transfer agent, registrar and trustee for corporate securities amounting to $418,178,165.

—By March 1, 1903, the Farmers' Deposit National Bank expects to have its new twenty -
four-story building completed. This structure wili be buiit on the nortbeast corner of Wood
street and Fifth avenue, and wili be the highest building in the city. The bank will occupy
the corner rooms on the ground floor.

The capital of this bank is to be increased from $500,000 to $800, (ll)

—On S8eptember 30 the Union Trust Company reported total resources amounting to
$20,020,763. 1ts capital is $500,000; surplus, $500,000, and undivided profits, $584,641. Deposits
are $19,291,063.

Jamaiea, N. Y.—The Title Guarantee and Trust Co. has purchased a three-story brick
building, which will be improved and occupied by the company.

Waynesburg, Pa.—Announcement is made of the opening of the American National
Bank here about February 1 with $50,000 capital. Thomas Adams will be President, Peter

Bradley, first Vice-President, John 8. Fuller, second Vice-President, and Thomas C. Bradley,
Cashier.

Clinton, N. J.—Extensive improvements have been made in the building and equipment
of the Clinton National Bank, the work being done under the supervision of Messrs. Mowbray
& Uinger, the New York architects. Besides remodelling and completely refitting the old
building, a two-story addition has been bulilt, containing a directors' room, storage room,
etc. The vaults, safes and safe-deposit boxes have all been brought up to the best modern
standards. and all the new appointments of the banking rooms are tasteful and elegant.

The Clinton Bank, of New Jersey, was organized April 1, 1856, with $50.600 capital, the
amount being gradually raised to $100,000. On July 1, 1888, it was reorganized as the Clinton
National Bank. On January 18, 1883, the capital was reduced to $50,000—an equal amount
being returned to the stockholders in cash.

During the last thirty-six and one-half years the bank has regularly paid dividends at the
rate of from ten to fourteen per cent. per annum, and since July, 1888, continuously at the
rate of sixteen per cent. In addition, surplus and profits have been accumulated exceeding.
$100,000.

President Joeeph Van Syckel was one of the original shareholders of the bank, a member
of the board of directors since 1883, and President since 1875. Cashier B. V. Leigh was chosen
teller in 1868, Cashier in 1874 and director in 1885.

Scranton, Pa.—The First National Bank will put up a new building, constructed of steel
and granite, at a cost of about $100,000. The building will be tireproof, and a burglar-proof
steel vault will also be constructed. It is expected that the new building will be ready for
occupancy in a year.

The First National is one of the leading banks of the United States in point of wealth and
has no superior in the matter of stability. It has deposits of more than $8,0(0,000; a surplus
of $1.000,000, and holds in bonds and other securities nearly $7,000,000. Its stock is not on the
market, but it is safe to say $600 a share would be a conservative estimate of the figure at
which it ig held.

The officers of the bank are: President, James A. Linen: Vice-President, George L.
Dickson ; Cashier, Isaac Post.

Baffalo, N. Y.—Clifford Hubbell, who has been counected with the Columbia National
Baank, resigned as Cashier of that institution a short time ago to accept the position of Assist-
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ant Cashier of the Marine Bank. The business of the Marine Bank has grown so steadily and
so rapidly that it was found necessary to enlarge its staff. Its deposits exceed $18,000,000,
with a capital stock of $200,000 and a surplus of $1,000,000.

Albany, N. Y.—The National Commercial Bank, it is reported, has purchased the busi-
nees of the Merchants’ National Bank, in addition to baving bought the Albany City Na-
tional bank. .

.National Bank Resumes.—The First National Bank, of Ballston 8pa, N. Y., which was
placed in the hands of a Receiver on December 8, resumed business on December 19. About
$850,000 cash was on hand at the reopening, and the available assets were $827,224 against
$728,871 Mabilities to depositors,

Ithaca, N. Y.—Owing to advancing years, Hon. Henry B. Lord, for thirty-five years
Cashier of the First National Bank, retired from active servioe on January 1, continuing his
relations to the bank, however, in the capacity of 8econd Vice-President.

Chas. W. Gay, formerly Assistant Cashier, sucoeeds Mr. Lord as Cashier; Charles W. Major
becomes Assistant Cashier and Benjamin L. Johnson, teller.

—The Tompkins County National Bank has reduced its capital from $150,000 to $100,000,
adding the difference to the surplus.

Gouverneur, N. Y.—The officers and directors of the Bank of Gouverneur recently issued
an invitation to the public to inspect the new banking room, which has been rearranged
and redecorated, making it one of the most elegant and commodious to be found in Northern
New York.

Freeport, N. Y.—A new brick and stone building, costing about $20,000, will be put up
for the Freeport Trust Company, of which General Daniel E. 8ickles is President.

SOUTHERN STATES.

‘West Virginia State Banks.—M. A. Kendall, 8tate Commissioner of Banking, reports
that on S8eptember 30, the date of the last official call, there were 108 State banks in West Vir-
ginia. He aleo reports the following figures:

Total deposits, September 90, $27,861,283; an increase since July 15 of $1,078,726,

Loans and discounts, $21,172,682; an increase since July 16 of $1,204,960.

Total resources, $85,984,828; an increase since July 15 of $1,467,148,

North Carolina Banks.—At the close of business on September 30, the date of the last
official report, the State, private and S8avings banks of North Carolina had $17,367,776.92 total
resources, divided as follows: State, $18,007,118.44; Savings, $2,646,077.27 ; private, $1,624,661.21.

A Prosperous Southern Bank.—The Monroe (La.) National Bank recently declared a
special dividend of twenty per cent. in addition to the regular semi-annual dividend of five
per cent. The capital is $60,000 and surplus and profits $30,000. As indicated by the above
facts, the business of the bank in the past year has been very prosperous.

Columbus, Ga.—To insure better accommodations for its patrons the National Bank of
Columbus will put three new burglar-proof safes in its banking rooms.

—The}Third NationalfBank sent to its customers a ** Credit Balance S8ouvenir,” at Christ-
mas, in the form of a fourteen-karat gold fountain pen, enclosed in a handsome box, to
which this inscription wasafixed:

** Your account shows a balance to ite credit on our books. May the fountain of your
prosperity always be full, and with this good pen handy. may you aflix your signature to the
‘business end,’ of checks during 190%, with that cheerful confidence born only of a growing
credit balance, is the sincere wish of the Third National Bank, Columbus, Ga."”

The sovvenir is both taseful and useful, and besides being an acoeptable gift, it is a grace-
ful reminder that the bank appreciates the patronage of those who keep up their credit
balances.

While the growth of the Third National Bank has been due primarily to its strength and
management, it has also profited very much by judicious advertising.

T Bank Statistics.—The last General Assembly of Tennessee passed an act re-
quiring the.State banks to publish a semi-annual statement of their condition in a paper
printed in the town in which they are located, and to furnish the State Comptroller with &
copy of this paper. The first publication was due July 1, but owing to a rush of work the
Comptroller;was unable to tabulate the statements as they came in. From the publication
recently made a number of interesting factsare obtained.

There are 153 banks in the State that are chartered under the laws of Tennessee, and of
these the Comptroller has the sworn statements of the conditions of 149.

These banks have aggregate resources of $31,510,309. Their liabilities are as follows:
Capital, $6,440.882 ; surplus and profits, $1,897,614; due banks and bankers, $627,004 ; due de-
positors, $23,208,047 ; bills payable and rediscounts, $838,160.




BANKING AND FINANCIAL NEWS. 17

Appointed Bank Examiner.— Ward B. Albertson, for the past twelve years conneoted
with the First National Bank, Waycroses, Ga., has been appointed S8tate Bank Examiner for
Georgia.

Mississippi Banks.—Auditor Cole has completed a comparative statement showing the
condition of the various banks of the State on November 15, 1901, compared with September
80, 1900. Tbere are fourteen more banks included in the last statement than in the former.
One striking item noted is the large increase in deposits, there being $8,484,210 more reported
by the banks on November, 1901, than on September 80, 1900, The statement also shows a
half million more capital paid in than the previous report showed. The net increase in re-
sources Is $5,822,007,

Atlanta, Ga.—Manager Darwin G. Jones, of the Atlanta Clearing-House Association,
presents figures which by contrast show that within four years the business has almost
doubled, and compared with eight years ago has trebled. For 1900, the year ending with Sepe
tember, the annual clearings were $90,480,051 ; and for 1901 the sum was $108,845,608.

—According to the annual report of the S8ecretary of State twenty-five State banks were
incorporated in Georgia in 1901. This is more than double the number of the largest year
known before.

—Col. Robert J. Lowry, President of the Lowry National Bank, was appointed a member
of the McKinley Memorial Associgtion by President Roosevelt. Speaking of this appoint-
ment, a correspondent of the ** Magon Telegraph * says:

**No better appointment could have been made. Col. Lowry was McKinley's friend, and
he had the courage to vote for him, and say in the public prints that he regarded his election
as the best thing for the South.

Col. Lowry is no demagogue. He belongs to one of the best families in the South, hailing
originally from Virginia, and both he and his late honored father were among the most prom-
inent upbuilders of Atlanta at a time when the town needed helpful and publio-spirited
friends.

1f the Oolonel had ever fancied publio life he would have been very sucoessful. He is a
man of brains, culture and courage, and I don't know a finer-looking man anywhere.”

—At the meeting of the directors of the Lowry National Bank, December 81, the twenty-
seventh semi-annual dividend of four per cent. was declared and $20,000 added to the surplus,
This institution since its organization as the Lowry Banking Company in 1888 has paid in
dividends $854,000, besides accumulating a surplus of $100,000 and a large amount of undivided
profits.

Richmond, Va.—Dividends paid by the banks of this city about the first of the year
amounted to nearly $1,000,000. In the Jast three years the bank clearings bave nearly doubled,
and the banking and general business situation is exceptionally good at the present time.

Chattancoga, Tenn.—A very gratifying exhibit is made in the official statement of the
Chattanooga National Bank for September 80. Total resources amount to $1,124,151, includ-
ing $008,778 loans and discounts, $219,000 United States and other bonds and $183,047 cash and
sight exchange. The capital stock 1s $200,000 ; surplus and profits $16,668, and deposits $707,802.

Birmingham, Ala.—This city now has two Government depositoriee—the Alabama Na-
tional having been designated in addition to the First National. *The Birmingham News
regards this as an evidence of the growth of business in the city and State. About one and
one-balf million dollars of Government money is handled annually here.

—The Birmingham Trust and 8avings Co. has moved into its new building, constructed
exclusively for the bank's use.

Austin, Tex.—The First National Bank, which has been closed since August, resumed
business January 2, having made arrangements to pay the $858,000 of State funds on deposit
when the bank closed.

WESTERN STATES.

Chicago.—On January 2 a new system of accounting, designated by Deputy Controller
Frost as a “consolidation of revenues,” went into effect. Hundreds of new books were
started in the various departments, and thousands of entirely new forms, recommended by
Haskins & Sells, expert acoountants, were used the first time. With few exceptions, the old
forms were laid aside.

The most iImportant features are the consolidation of all revenues in the city collector's
office, and the re-establishment of & bureau of audit similar to such bureaus in railroad offi-
ces. In future money pald to the coity will be taken by the city collector. The bureau of
water is the only exception. Daily reports of collections will be made by the collector to the
coutroller, and these accounts must tally with the reports furnished by tbhe various depart-
ments.
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—A banquet was given to a number of city bankers at the Marquette Clubon the evening
of December 14. Hon. James H. Eckels, former Comptroller of the Currency, and now Presi-
dent of the Commercial National Bank of this city, and James B. Forgan, President of the
First National Bank, made addresses. A. B. Stickney, President of the Chicago Great Western
Railway, spoke in favor of a central reserve bank.

—The First National Bank has acquired property adjoining its present location, and will
build on the entire site. This new structure will cost between $3,000,000 and $4,000,000, and
will probably be sixteen stories in height, and will be one of the largest and finest bank and
office buildings in the country.

—Owing to the enforcement of a rule requiring reports of condition from members, sev-
eral private banking houses, brokers and two department stores have withdrawn from mem-
bership in the Chicago Clearing-Housé Association.

8t. Louls, Mo.—Edward Buder and Pope Sturgeon have been elected Assistant Cashiers
of the Mechanice’ National Bank., Mr. Buder has been second Assistant Casbhier for several
years, and prior to that time was a discount clerk. Mr. Sturgeon hasbeen a note teller for a
number of years. Both gentlemen areeminently qualified by long experience in banking and
familiarity with the affairs of the bank to fill the positions to which they have been promoted.

—The first annual report of 8t. Louis Chapter of the American Institute of Bank Clerks
(which is the local successor of the Bank Clerks’ Economic S8ociety) showsa list of forty-three
active members.

The officers are: President, R. M. Richter; vice-president, E. C. Fach ; secretary, J. E.
Conroy ; treasurer, 8. L. 8t. Jean. Future meeting dates for this winter and spring are Jan-
uary 21, February 11, 25, March 11, 25, April 8, 22 and May 18.

—The new eight-story building of the Commonwealth Trust Co., at the northeast corner
of Broadway and Olive street, will be one of the finest bank and office buildings in the West.

—Bank clearings on January 2 were the largest on record, amounting to $12,441,477. The
previous bigh record, $11,582,085, was made on May 7, 1801,

~ —The Colonial Trust Company has opened for business in temporary quarters at 8ixth
and Locust streets. It is the intention to remove later to the American Central Building.

Sloux City, Iowa.—The official statement of the People’s Savings Bank, made to the
Auditor of State on September 80, shows total resources amounting to $286,880, of which
$101,813 is in cash and sight exchange. The capital of the bank is $50,000 and the deposits
$186,678.

M. W. Ingwersen recently succeeded A. T. Bennett as Cashier, the latter still remaining a
director.

A rule of this bank prohibits the loaning of any sum whatever to any officer, stockholder
or employee.

Missouri State Banks.—A compilation of the reports of 625 State banks of Missouri
made by S8ecretary of State Cook from their reports for November 28, shows that since De-
cember 1, 1600, the total resources have increased over $18,000,000, and individual deposits over
$12,000,000.

The total resources of the State banks of Missouri on November 23 last were $149,218,208,
and their deposits $121,328,801.

Nebraska State and Private Banks.—Reports of the State, S8avings and private banks
of Nebraska, at the close of business Septcmber 30, 1901, show : Total aseets, $41,460,082; capi-
tal, 87,149,450 ; surplus, $1,174,042; profits, $1,237,504 ; general deposits, $31,750,644 ; reserve, 463§
per cent.

Compared with the statement for September 20, 1800, increases are as follows:

Loans, $3,477,040; stocks, bonds, etc., $114,864: cash, $122,614: capital stock, $168,500: sur-
plus, $180,647 ; deposits, $4,954,560.

Des Moines, Iowa —Plans bave been drawn and bids secured for a new building, seven
stories in belght, for the Capital City State Bank.

East Liverpool, Ohio.—One of the most attractive and telling advertising booklets that
bave come to the notice of THE BANKERS’ MAGAZINE is that of the Potters’ National Bank.
of East Liverpool, Ohio.

This bank was organized in 1881, and has $100,000 capital, $85,000 surplus, and assets
amounting to $600,080. The officers aré: Wm. Brunt, President; N. A. Frederick, Vioe-
President; R. W, Patterson, Cashier.

A new building, fitted with the latest bank equipment, adds to the security and conveni-
ence with which business may be transacted with this instatution.
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- Jacksonville, I1l.—The new banking rooms of the Ayers National Bank were thrown
open to the public on the evening of December 19. Greatly enlarged space has been secured,
new vaults have been put in and new fixtures and furniture also. Officers of the bank are:
President, M. P. Ayers ; Vice-President, A. E. Ayers; Cashier, John A. Ayers; Assistant
Cashier, C. G. Rutledge. One of the old employees is George Bardsley, collector and watch-
man, who has been in the bank’s service since 1860,

Detroit, Mich.—The Union Trust Co., at a meeting of the directors on December 28,
declared a semi-annual dividend of two per cent. and added $30,000 to the surplus.

—Aocording to the compilation made by the State S8avings Bank, the aggregate deposits
held by the State and National banksof this city on September 30 and December 10, 1901, were ;

STATE BANKS.

Sept. 30, 1901, Dee. 10, 1901,
Savings deposits..........cecieiiinranns eree. $40,480,827.38 $40,974,678.14
Commercial deposits..... teresseiseineanes 11,894,885.97 9,900,801.60
Due banks and bankers.......c..coeveees vereeaee . 4,480,827.88 4,687,084.52
$56,873,431.94 $66,612,000.20
NATIONAL BANKS.
Commercial deposite..... . vevenees $14,454,544.48 $14,146,436.08
Due banks and bankers.. 8,828,346.16 9,158,614.67
United States deposits...... 745,580.12 061,449,99
$24,028,479.74 $23,008,500.74

Davenport, Iowa.—At a meeting of the shareholders of the Davenport National Bank,
the proposed consolidation of this bank with the Union Savings Bank was ratified.

wi in Bank Reop The German Exchange Bank, of Chilton, Wis., whose affairs
bave been tied up by litigation for some time, reopened December 4 and paid oreditors a
dividend of thirty per cent.

PACIFIC SLOPE.

San Franocisco.—At a meeting of the shareholders of Wells, Fargo & Co., January 2,
Dudley Evans, of New York, was elected Acting President, to fill the vacancy caused by the
death of John J. Valentine. E. H. Harriman was elected a director.

Portland, Ore.—On December 10 the deposits of the four Natfonal banks of this city
amounted to $,751,815. Of this amount the First National Bank had $8,455,878.

Private Bank Inocorporated.—The banking firm of Sylvester Rapier & Co., New Haven,
Ky., was incorporated January 2 under the laws of Kentucky, with $20,000 capital, and $4,000
surplus, all of which is paid in {n cash. Besides, the charter of the bank provides that stock-
holders shall be liable in an amount equal to the par value of their shares, the same as stock-
holders of National banks.

Sylvester Rapier has been elected President, Francis Bowling, Vice-President and Nicho-
las A. Rapier, Cashier.

Newoastle, Wyo.—On January 1 the Bank of Newcastle increased its capital from s_ao.-
000 to $50,000. For the past two years the bank has been able to declare a twenty-five per
cent. dividend, and reports excellent prespects for future business. The officers remain as
beretofore.

Santa Fe, N. M.—As an evidence of the progressive character of the First National Bank,
of this city, it may be noted that the institution has just completed substantial improve-
ments and alterations in its banking rooms. Among the changes are a new steel ceiling, tiled
floor in the lobby, new flooring in the banking rooms, new wainsocoting and decorations, and
a general renovating of counters, rearrangement of desks, etc. The exterior of the building
bas also been greatly improved.

8t. Paul, Minn.—George C. Power, formerly Vice-President of the Merchants’ National
Bank, and associated with that bank for twenty-six years, and more recently a National
bank examiner, has been elected President of the 8econd National Bank, sucoeeding S. R.
Flynn, reeigved.

Mr. Power has had long and varied experience in banking, but is still a comparatively
young man, being but forty-four years of age. He is a native of Iowa, but has lived in 8t.
Paulsince his boybhood.

The S8econd National Bank is one of the oldest banks in the State, having been organized
a8 a private bank in 1854, becoming a National bank ten years later.
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CANADA.

Prosperity in Canada.—In his address at the last annual meeting of the Canadian Bank-
ers' Association, President Clouston said, in regard to the slow increase of populationin the
Dominion, that quality of immigration was more desirable than quantity. Continuing, he
said that taking the present population of the Dominfon at 5,400,000, he found the foreign
trade per head to have been $71.50 in‘the fiscal year 1901, as against $45 in 1891, $47 in 1881, and
$49 in 1871. The deposits of the people in the joint stock, Government, and Savings banks
have risen in steady progression from $19 per head in 1871, to $27 in 1881, $40 in 1801, and $74 in
1901—most striking evidence of the practical prosperity of the people. The amount of money
employed in the daily business of Canada, excluding subsidiary coinage, is now §11 per head ;
whereas twenty years ago it did not exceed $7.70 per head.

Toronto.—A prospectus of the new Sovereign Bank of Canada was issued on January 6.
It will bave $2,000,000 capital, and the head office will be in this city.

Fafilures, Suspensions and Liquidations.

Colorado.—The Colorado State Bank, of Grand Junction, was reported closed on Janu-
ary 6. 1t issaid to have procured a loan from a New York bank for a local sugar company,
and the calling of this loan for payment forced the suspension of the bank. Deposit liabili-
ties are said to be about $180,000.

Georgia.—On December 10 the New South Savings Bank, of Barnesville, was reported
‘closed. This suspension followed that of the Barnesville Savings Bank and two local manu-
facturing companies recently.

Indiana.—The Wanatah Bank suspended December 18, beving experienced a run owing
10 an unsuocessful attempt to rob the vault. It is stated that the assets are $91,000 and lia-
bilities $29,100.

Maryland.—Upon the application of creditors, the Dime Savings Bank, of Annapolis,
was placed in the hands of Richard P. 8tevens, Receiver.

—The Farmers’' Bank, of Hurlock and 8t. Michaels, has been closed by the proprietor.

Minnesota.—The 8t. Paul Trust Co., of St. Paul, organized in 1884 with $200,000 capital,
voted to go into liquidation January 8. Some of its administrations of estate affairs had not
been profitable of late. Assets are $510,579, and consist largely of real estate.

Nebraska.—The State Bank, of Gothenburg, with $20,000 capital, was closed by the State
Banking Board December 19. Its last reports showed $32,000 deposits.

—On December 11 the Omaba Loan and Trust Company was placed in the hands of a Re-
ceiver, on the application of a stockholder, whose petition stated that the company had ex-
hausted its capital and surplus, and had incurred an indebtedness of $100,000, exclusive of
debenture bonds secured by first mortgages on real estate.

Pennsylvania—PRILADELPHIA.—The First Colored Bank was reported closed on Decem-
ber 7, but it was announced later that a reorganization had been effected and that if neces-
sary arrangements could be made business would be resumed. The bank was incorporated in
July with $50,000 capital, divided into shares of $2 each.

South Carolina.—On application of the President and directors of the German-American
Trust and Savings Bank, of Charleston, a Receiver was appointed for that institution on De-
cember 10.

Tennessee.—The Lenoir City Bank suspended December 4 and was placed in charge of its
President as temporary Receiver. Liabilities to depositors are about $25,000.

New Counterfeit 81 Silver Certifloate.—Series18Y9 ; check letter C; J. W. Lyons, Reg-
ister; Ellis H. Roberts, Treasurer ;: Treasury number, upper right end, 1257472 ; lower left end,
1257475,

This counterfeit is & crudely executed zinc etching, printed on bond paper of good qual-
ity, no attempt having been made to imitate the silk fiber. The word * Washington,” right
end faoce of note, is printed in ordinary script type; the number is put on with an ordinary
numbering machine, and no serial letter appears before the number as in the genuine. The
back of the note is better than the face, but is printed upside down. The first of these coun-
terfeits was passed in Chicago. The same evening that the notes were passed the agents of
the secret service captured the maker and his confederate, and obtained poesession of the
plates, press, paper, inks, and other paraphernalia, together with 600 completed notes.
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NEW NATIONAL BANKS.

‘The Comptroller of the Currency furnishes the following statement of new National banks organised
since our last report. Names of officers and other particulars regarding these new National banks
will be found under the different State headings.

NATIONAL BANKS ORGANIZRD.

0000—First National Bank, Goodland, Kansas. Capital, $25,000.

0040—First National Bank, Center Point, Texas, Capital, $25,000.

0041 -Manilla National Bank, Manilla, Iowa. Capital, $25,000.

0043 —-First National Bank, Brownsville, Tennesssee. Capital, $25,000.
8043—Citizens’ National Bank, Longview, Texas. Capital, $50,000.
6044—First National Bank, Bakersfield, California. Capital, $100,000.
0045—First National Bank, Parker's Landing, Pennsylvania. Capital, $35,000.
0048—First National Bank, Celina, Texas. Capital, $25,000.

0047—Coweta Natlonal Bank, Newnan, Georgia. Capital, $50,000.

6048 —Wagoner National Bank, Wagoner, Indian Territory. Capital, $25,000,
0040—First National Bank, Herndon, Pennsylvania. Capital, $25,000.
0050—Orange National Bank, Orange, Texas. Capital, $30,000,
0061—Citizens’ National Bank, Slatington, Pennsylvania. Capital, $50,000.
00G2—First National Bank, Cordell, Oklahoma. Capital, $25,000.
0053— A merican National Bank, Everett, Washington. Capital, $100,000.
00564—First National Bank, Fulda, Minnesota. Capital, $25,000.

6065—First National Bank, Live Oak, Florida. Capital, $30,000.
0086—Farmers’ National Bank, Red Oak, Iowa. Capital, $60,000.

0057—First National Bank, Eaton, Colorado. Capital, $25,000.

0058—First National Bank, 8ayre, Oklahoma. Capital, $25,000.

8080—Oxford National Bank, Oxford, Ohio. Capital, $50,000.

0080—First National Bank, Ocean City, New Jersey. Capital, $50,000.
8081—Farmers’ National Bank, Ponca City, Oklahoma. Capital, $25,000.
a0az—First National Bank, Bay City, Texas. Capital, $50,000.

0063— First National Bank, Pomeroy, Iowa. Capital, $40,000.

0084—First National Bank, Kenmare, North Dakota. Capital, $25,000.

6005— First National Bank, Little York, Illinois. Capital, $25,000.
0008—Citizens’ National Bank, Port Allegany, Pennsylvania.. Capital, $50,000.
0007 — Alvord National Bank, Alvord, Texas. Capital, $25,000.

0008—First National Bank, Fairport Harbor, Ohio. Capital, $25,000.
0000—First National Bank, Blum, Texas. Capital, $25,000.

0070— Farmers’ National Bank, Sheridan, Indiana. Capital, $30,000.
8071—Van Zandt County National Bank, Wills Point, Texas. Capital, $35,000.
0072—National Bank of Chanute, Chanute, Kansas, Capital, $50,000.

APPLICATIONS TO ORGANIZE NATIONAL BANKS APPROVED.

The following notices of intention to organize National banks have been approved by the Comp
troller of the Currency since last advice:

Paintsville National Bank, Paintsville, Kentucky ; by John E. Buckingham, et al.
First National Bank, Whitmire, S8outh Carolina; by William Coleman, et al.
Citisens’ National Bank, Erin Springs, 1ndian Territory ; by C. E. Castello, et al.
Monticello National Bank, Monticello, Indiana ; by 8. A. Carson, et al.

First National Bank, Point Maron, Pennsylvania: by A. D. Frankenberry, et al.
Fauquier National Bank, Warrenton, Virginia; by J. B. McCabe, et al.
American National Bank, Vicksburg, Mississippi; by E. 8. Butts, et al.

First National Bank, Oquawka, 1llinois; by H. F. McAllister, et al.

First National Bank, Memphis, Texas; by 8. 8. Montgomery, et al.

First National Bank, Greenup, 1llinois; by Lewis C. Feltner, et al.

First National Bank, S8outh River, New Jersey ; by Edward Whitehead, et al.
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First National Bank, Warrenton, Virginia ; by H. C. Spilman, et al.
Commercial National Bank, Morris, 1llinois; by J. 8. Wilson, et al.

First National Bank, Edmond, Oklahoma ; by W. 8. Patten, et al.

First National Bank, Le Roy, Kansas: by J. R. Copple, et al.

Citizens' National Bank, Warren, 1llinois; by J. A. Hamann, et al.

First National Bank, Marianna, Florida; by Wm. H, Milton, et al.

First National Bank, Portales, New Mexico; by James F. Hinkle, el al.

First National Bank, Weatherly, Pennsylvania : by Frank W. Larned, et al.
Tower City National Bank, Tower City, Pennsylvania; by C. M. Kaufman, et al.
First National Bank, Troupe, Texas: by D. P. Jarvis, et al.

First National Bank, Mill Creek, Indian Territory ; by A. B. Dunlap, et al.
Pirst National Bank, Moultrie, Georgia: by J. F. Monk, et al.

First National Bank, Courtenay, North Dakota; by Charles H. Ross, et al.
National Bank of Jersey Shore, Jersey 8hore, Pennsylvania; by James B. Graham, ¢t al.
First National Bank, Friendsville, Maryland ;: by W. W. 8avage, et al.

North Georgia National Bank, Blue Ridge, Georgia ; by John H. Carter, et al.
Citizens’ National Bank, Jersey 8hore, Pennsylvania; by Geo. L. Russell, et al.
First National Bank, Goodland, Indian Territory; by J. H. Brader, et al.

First National Bank, Jermyn, Pennsylvania; by 8. C. Whitmore, et al.

First National Bank, Hafleyville, Indian Territory; by James F. Cralg, et al.
First National Bank, Mounds, Indian Territory ; by C. 8. Reed, et al.

APPLICATION FOR CONVERSION TO NATIONAL BANKS APPROVED.
Bank of Geary, Geary, Oklahoma ; Into First National Bank.
Bank of Chandler, Chandler, Oklahoma; into Chandler National Bank.
Bank of Chinook, Chinook, Montana; into First National Bank.
First State Bank, Waverly, 11linois; into First National Bank.
Merchante’ Bank, Bottineau, North Dakota; into First National Bank.

NEW BANKS, BANKERS, ETC.

ALABAMA.
RoAnoxE—Exchange Bank: capital, $50,000 ;
Pres., R. P. Brooks; Cas., Paul A. Bowden ;
Asst. Cas., Frank White,
THORSBY—Thorsby Savings Bank ; capital,
$10,000,
ARKANSAS.

L1TTLR ROOK—Clitizens' Investment and Se-
- curity Co. S8avings Bank; capital, $18.000;
Pres., Robert E. Wait; Cas., J. F. Lenon.
WARREN—Warren Bank; capital, $25,000;

Pres., W. T. Thompson; Vice-Pres., 8. B.
Meek ; Sec., John F. Forsythe; Cas., H. B.
Martin.
CALIFORNIA.
BAKERSFIELD—First National Bank : capital,
$100,000: Pres., Clinton E. Worden; Cas.,
Frank 8. Rice.
HANFORD—OId Bank ; capital, $50,000; Pres.,
8. E. Biddle: Cas., 8. E. Biddle, Jr.
OXNARD —A. Levy.

COLORADO.

CoLLBRAN—Plateau Valley Bank; capital,
$5,000.

CRIPPLE CREBK — Colorado Banking and
Trust Co. (suocessor to Colo. Finance and
8. D. Co.); capital, $100,000; Pres., J. F.
Healey; Cas., R. 8. Husted.

EATON—First National Bank; capital, $25,-
000; Pres., William W. Sullivan; Cas.,
Frederick L. Weller.

FLORIDA.
Live OAk—First National Bank; capital,
$30,000; Pres., Charles H. Brown.

GREORGIA.

BARNESVILLE-J. W, Stafford & Sons.

BLUR Ripae—North Georgia National Bank
(successor to Blue Ridge Bank); capital,
$40,000; Pres., John H. Carter; Cas,, A.L.
J. Davis ; Asst. Cas., J. F. Holden.

NEWNAN—Coweta National Bank; ocapital,
$50,000; Pres., R. H. Hardaway : Cas., N. L.
North.

RoMe—Southern Banking and Trust Co.;
capital, $20,000¢ Pres., W. J. West ; Cas., A.
8. West.

ILLINOIS.

ARTHUR—Arthur Trust and Savings Bank;
Pres., 8. Dorman ; Cas., R. 8, Dorman,

FARINA—State Bank ; capital, $25,000.

GARRETT—Citizens’ Bank; capital, $30,000;
Pres., C. D, Greve; Cas., T. D. Slater.

KEwANEE—Savings Bank of Kewanee, Pres.,
John Fischer; Cas., W.E. Gould; Asst. Cas.;
8am D. Burge.

KINMUNDY—Haymond State Bank (successor
to Farmers and Merchants' Bank): capital,
$25,000; Pres., A. W.8anger: Cas., Benj. M.
Smith ; Asst. Cas., Thomas Bagott.

Lirrre YOoRK—First National Bauk (succes-
sor to Bank of Little York); capital, $25,-
000; Pres., R. M. 8tevenson: Vice-Pres., W.
B. Weir ; Cas., 8. L. Thomson.

MANSFIELD—First National Bank; capital,
$25,000; Pres., W. D, Fairbanks; Cas.,J.C.
Langley.

SPRING VALLEY—City Bank ; capital, $30,000;
Cas., Chas, W. Knapp; Asst. Cas., John W,
Whitehead.
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INDIANA.

BROWNSBURG—Brownsburg Bank; Pres., I.
H. Palmer; Cas., J. L. Marsh; Asst. Cas.,
J. 8. Tharp.

BROWNSTOWN — Brownstown State Bank;
capital, $80.000; Pres,, James F. Keach;
Cas., Alex. Greger.

SHERIDAX—Farmers’ National Bank: capi-
tal, $30,000; Pres., John C. Newby; Cas.,
Thomas L. Harris.

PARMERSBURG—Farmersburg Bank. -

MICHIGANTOWN—Michigantown Bank; Pres.,
J. W. Hedgoock ; Cas., C. W, Evermon.

WiNAMAC-Judy Bank (suocessor to Judy
State Bank); capital, $50,000; Asst. Cas.,
8. A. March.

INDIAN TERRITORY.
CALvIN—Farmers and Merchants’ Bank.
FrANcCIS (P. O. Newton)—S8tate Bank; Cas.,

H. A. Kroeger.

MaAxxsviLLE—First Bank ; Pres., L. E. Covey;
Cas., B. V. Wobherton.

SuaDEN—Bank of Sugden; capital, $10,000;
Pres., Stephen Brown; Cas., W. Troy Pace.

WAGONKER—Wagoner Natifonal Bank: capi-
tal, $956,000; Pres., F. C. 8beldon; Cas.,C. J,
Brown.

IOWA.

Coon RAPIDE—Coon Rapids National Bank
(successor to Valley Bank); capital, $25,-
000; Pres.,John Lee; Cas.,J. W. Smith.

GARDEN CiITY—Bank of Garden City; Pres.,
A. N. Drake: Vice-Pres., R. B. Ballard,

MAXCHESTER—State Savings Bank: capital;
$25.000; Pres., L. Matthews; Cas., B. F.
Miles.

MAXILLA—Manilla National Bank; capital,
$25,000: Pres., L. M. Sbhaw; Vice-Pres., D.
W. Shaw ; 2d Vice-Pres., Carl F. Kuehule ;
Cas., F. L. Van Blyke.

OsxALo08A—Union Savings Bank; capital,
$25,000 ; Pres., W. H. Kalbach; Cas., C. E.
Lofland.

PouzroY — First National Bank: capital,
$40,000; Pres., Lewis W. Moody: Cas., Al-
bert B. Nixon.

Rzp OAx—Farmers’ National Bank; capital,
$00,000; Pres., M. Chandler; Cas,, O. J.
Gibson.

SPENCER—Cltizens’ Savings Bank; capital,
$10,000 ; Pres., Ackley Hubbard ; Cas., Alice
E. Hubbard.

KANSAS.

Boxnmr SPRINGS — Farmers' State Bank;
capital, $5,000; Pres., H. W. Rhea; Cas., J.
D. Waters.

CraxuTe—National Bank of Chanute (suc-
cessor to Chanute State Bank); capital,
950,000 ; Pres., J. H. Light ; Cas., George N.
Lindsay.

GoopLAND—First National Bank; (succes-
sor to Goodland City Bank); capital, $25,-
000; Pres., Joseph 8. Hutchison ; Vice-Pres.,
H. 8. Brown; Cas., B. F. Brown; Asst.Cas.,
0. D. Stewart.
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La Cyaxe—S8tate Bank of La Cygne; capital,
$25,000; Pres., G. R. S8aunders; Cas., V. K.

Hoover.
MuscoTAH—Muscotah State Bank; capital,

$10,000.
LOUISIANA.
BERNICE—Bank of Bernice; Pres., J. R.Ful-
ler; Cas., Y. 8. Fuller.
MINDEN—Bank of Webster; capital, $50,000;
Pres., 8. W. 8Smith, Jr.: Vice-Pres.,, John
Neal Murrell ; Cas., John W, McDonald.

- MAINB.
MACHIAS—J. A. Cofin.

MARYLAND.
BALTIMORE—People’s Trust Co. of Maryland.

MASSACHUSETTS.

BoeToN—City Trust Co.——Bowker, Longly
& Co.

MICHIGAN.

MANI8TES—SBands & Burr (sucoessors to Man-
istee National Bank).

WHITEHALL — State Bank (successor to
0'Donald & Morton): capital, $20,000; Pres.,
M. B. Covell; Vice-Pres., C. G. Pitkin; Cas.,
E. R. Morton.

MINNESOTA.
FuLpA—First National Bank (successor to
State Bank); capital. $25,000; Pres., J. M.
Dickson ; Cas., C. A. Mellicke.
SANBORN—Sanborn State Bank (successor to
Sanborn Bank): capital, $10,000; Pres., E.
P. Dotson ; Vice-Pres., A. 8chmidt; Cas., F.
W.S8tevens.
MISSISSIPPI.
HOLLANDALE —Bank of Hollandale.

MISSOURI.
8r. Louis—Germania Trust Co.; Pres., Jos.
Dixon; Vice-Pres.,, Willaim H., Dittman,
Henry Koehler, Jr.,, Max R. Orthwein,
Geo. A. Meyer.
SARcCOXIE—State Bank; J. W. Perry, Cas.,
resigned.
MONTANA.
BiLLINGS—Billings State Bank; capital, $50,-
000; Pree., Paul M>Cormick; Vice-Pree., B,
G. 8horey ; Cas., Chas. Spear.

NEBRASKA.

CLEARWATER—Citizens’ State Bank; capi-
tal, $10,000 ; Pres., R. 8. Payne; Cas., H. M.
Stockwell,

CoRrRDOVA — Cordova State Bank: capital,
$5,000; Pres., P. H, Updike; Vice-Pres., N.
B. Updike; Cas., W. D. Blackwell.

LEWISTON — Bank of Lewiston;
$5,000.

OMAHA —City Savings Bank (successor to
Omaha Loan and Trust Co. Savings Bank);
capital, $100,000; Pres., C. W.Lyman ; Cas..
Frank Brown; Treas., Charles E. Bates.

NEW JERSEY.

DovEr—Dover Trust Co.; Pres., James H,
Simpseon ; Vice-Pres., Isaac W. Searing.

NEw BRUNSWIOK—Central Trust Co.; capi-

capital,
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tal, $100,000; surplus, $50,000; Pres., James

Deshler.

OoRrAN CrTv—First National Bank; capital,
$50,000; Pres., L. M. Creese; Cas., W. S8cott
Hand.

NEW MBXIOCO.

QuEsTA—A. H. Reynolds; capital, $5,000.

NEW YORK.
BROOKPORT—Minot & Crippen.

NEw York CiTy—Trust Company of the
Republic (organizing); capital, $1,000,000.
RIcEMOND HiLL—Richmond Hill Branch of

the Bank of Jamaica; Cas,, W. E. Stecher.
RoocHESTER—Lunt & Robbins,

NORTH CAROLINA.
SrLvER Crry—Chatham Bank; capital, $10,-
000; Pres., F. M. Hodley : Vice- s L. L.
Wrenn; Osas., J.J. Jenkins.

NORTH DAKOTA.
KBENMARE— First National Bank; capital,
$25,000; Pree., Charles H. Ross.—Kenmare
State Bank; capital, $26,000; Pres., B. F.
Cummings; Vice-Pres., E. C. Tolley ; Cas.,
E. F. Binford.
PorTAL—First International Bank.
80oURIsS—State Bank; capital, $15,000; Pres.,
8. B. Ovale; Cas., G. 8. Ogren.

OHIO.

FAIRPORT HARBOR—First National Bank;
oapital, $25,000; Pres., Wm. Truby ; Cas., C.
A. Moodey.

GALENA—Bank of Galena; capital, $50,000.

Liua—Lima SBavings and Trust Co.; capital,
$50,000; Pres., Elias Bartholomew; Vioe-
Pres.. 8. M. Finch; S8ecretary, C. F. Frank-
lin; Treas., Wm. P. Heeson. i

OxrorD—Oxford National Bank; capital,
$50,000; Pres., Josiah A. Welsh; Cas., C. A.
Shera.

ViINTON—Vinton Banking Co.; capital, $35,-
000.

OKLAHOMA.

CorDELL—First National Bank ; capital, $28,-
000 ; Pres., Gibeon H. Rowley ;: Cas., Herman
L. Rowley.—Clitizens' Bank; capital, $10,-
000; Pree., W, H. Dean; Cas.. R. L. Harvey.

ForTt CoBB—Caddo Bank ; capital, $5,000,

Kier—Farmers and Merchants' Bank : capi-
tal, $5,000.

PoNcA CiTy—Farmers' National Bank; cap-
ital, $25,000; Pres., John Jensen; Cas.J. J.
McGraw,

PRRSIMMON—Farmers' Bank.

SAYRE—First National Bank (successor to
Thurmond State Bank); capital, $25,000;
Pres., A. L. Thurmond ; Cas., Geo. F. 8is-
gon; Asst. Cas,, C. H. Tinker.

SRILING — Farmers and Merchants' Bank;
capital, $5,000; Pres., E. O. Baker; Cas,, C.
W. Fonda.

TrxAuA—Bank of Texala; capital, $5,000.

PENNSYLVANIA.

CLEARFIELD—Clearfleld Trust Co.; capital,
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$150,000; Pres., W. D. Bigler; Vioe-Pres.,

. A. W, Lee; Treas., E. E, Lindemuth.

HERNDON — First National Bank; capital,
$25,000; Pres., Henry D. Bower; Cas., Adam
8. Hepner.

KANE—-Kane Trust and S8avings Co.; capital,
$150,000 ; Pres., James MoDade ; Treas., Jas.
Campbell; 8ec., E. H, MocDermott.

MzueoRr—Farmers and Mechanics’ Trust Co.;
capital, $150,000. )

MONONGAHRLA — Monongaheia City Trust
Co.; capltal, $150,000 ; Pres., Jos. A. Herron ;
Vice-Pres., Geo. A. Linn ; S8ec. and Treas.,
Chas. G. MoIllvaine.

OLYPHANT—Citizens' Bank,

PARKER'S LANDING—First National Bank ;
capital, $25,000; Pres., E. Grifith; Cas,, C.
W. Wick.

PORT ALLBGANY—Citizens' National Bank;
capital, $50,000; Pres., C. A. Dolley: Cas.,
M. T. Page.

S8HARON—8haron Savings and Trust Co.; cap-
ital, $126,000; Pres., W. A. Roberts; Vice-
Pree., E. A. Wheeler; 2d Vice-Pres., Peter
Dick; 8ec. and Treas., John 8. Leslie.

SHBNANDOAH—Shenandoah Trust Co.; capi-

* ital, $125,000.

SLATINGTON—Citizens' National Bank ; capi-
tal, $50,000; Cas., H. H. Misson.

PrrTsBURG—S8tandard Security Trust Co.;
capital, $250,000.

SUTTERSVILLE — Farmers and Merchants®
Bank; capital, $50,000.

WAYNESBURG — American National Bank:
capital, $50,000; Pres.,, Thomas Adamson ;
Cas., Thomas C. Bradley.

SOUTH DAKOTA.
RevILLO—Security Bank; capital, $10,000.
VIENNA—Citizens' Savings Bank; capital,

$6,000; Pres., H. G. Eggers; Vioe-Pres.,
W. 8. Taylor; Cas., J. A. Struble.
TENNESSBE.

BroOwNSVILLE—First National Bank; capi-
tal, $26,000; Pres., J. A. Wilder; Cas., R.
M. Chambliss.

TEXAS.

ALVORD—Alvord National Bank; capital,
$25,000 ; Pres., W. R. Thompeon; Cas., John
T. Carter.

BAY CiTy—First National Bank; capital,
$50,000; Pres., J. M. Moore; Cas., W. T.
Goode.

BLUM—First National Bank (successor to
First Bank): capital, $25,000; Pres., D. E.
Waggoner ; Cas., W. A. Wells.

CeLINA—First National Bank ; capital, $25,-
000; Pres., J. E. Mitchell ; Cas., B. F. 8mith:
Asst. Cas., J. E. Lipsoomb.

CeNTER PoINT—First National Bank (suc-
cessor to Farmers and Merchants' Bank) ;
capital, $26,000; Pres., H. M. Burney ; Cas.,
@G. P. McCorkle.

LoxaviBw—Citizens’ National Bank; capi-
tal, $50,000; Pres., H. H. Howell; Cas., F.
B. Brown.
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ORANGE—Orange National Bank; capital,
$50,000: Pres., Geo. W. Bancroft; Vice-
Pres., W. D. Bettis: Cas., James P, Roach.

HrLLeBoRO—8afe Deposit and Trust Co.;
capital, $50,000,

MERTENS—Merchants and Farmers' Bank;
capital, $10,600.—First Bank; Cas., R. C.
West.

TerrsLL—Terrell Loan and Trust Co.; capi-
tal, $10,000.

WiLLs PoINT—Van Zaundt County National
Bank ; capital, $85.000; Pres., H. F. Good-
night ; Cas., E. C. Lewis,

VIRGINIA.

PoOCAHONTAS - Bank of Pocahontas; capital,
$25,000; Pres., Wm. B, Campbell ; Vice-Pres.,
Chas. 8. Thorne; Cas., W. H. Galway.

RicEMOND—Mechanice’ Savings Bank; capi-
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tal, $25,000; Pres., John Mitchell, Jr.;: Vice-
Pres,, W. A. Hankins; Cas., Geo. W. Lewis.
WASHINGTON.

CRESTON—Creston State Bank.

EvERETT—American National Bank (succes-
sor to Rucker Bank); capital, $100,000;
Pres., J. T. MoChesney; Cashier, Robert
Moody.

SPoKANE—North Pacific Loan and Trust Co.;
capital, $100,000; Pres., J. W. Binkley;
Vice-Pres., E. J. Dyer; Secretary J. R.
Taylor.

CANADA.
ONTARIO.

ToroNTO—So0vereign Bank of Canada (organ-

izing); capital stock, $2,000,000.
QUEBRC.

8. JEROME—Banque d'Hochelaga ; Manager,

Joseph C. Gagne.

CHANGES IN OFFICERS, CAPITAL,ETC.

ARIZONA.
Paescorr—Prescott National Bank: R. N.
Fredericks, Cas. in place of Henry Kinsley.

CALIFORNIA.
IMPERIAL—First National Bank; A. H.
Heber, Vice-Pres.; W. F. Holt, Asst. Cas.
Los ANGELES — Farmers and Merchants’
Bank ; H. J. Fleishman no longer Cas.—
National Bank of California; no Vice-Pres.
in place of J. E. Fishburn ; J. E. Fishburn,
Cas. in place of A. Hadley.—Los Angeles
National Bank: Frank P. Flint, 2d Vice-
Pres. ; 0. J. Wigdall, additional Asst. Cas.

Los GATO8—Bank of Los Gatos and Com-
mercial Bank; oonsolidated under former
title.

8AN FRANCISCO—Wells, Fargo & Co. Bank;
Dudley Evans, Act. Pres. in place of John
J. Valentine, deceased.

OCONNECTIOUT.
WATERBURY—Dime Savings Bank; F. A.
Spencer, Vice-Pres., deceased.
FLORIDA.
JasPER—Blackwell Banking Co.;
Blackwell, Pres., deceased.
Live OAE—Live Oak Bank ; B, B. Blackwell,
Pres., deceased.

GEORGIA.
Forsyra—First National Bank; Samuel
Rutberford. Vice-Pres. in place of R. P.
Brooks; Walker White, Cas. in place of
Paul A. Bowden; W. P. Bloodworth, Asst.
Cas.
SPARTA—Bankof R.A.Graves; R. A. Graves,
Pres., deceased.

HAWAIL
WALUKU — First National Bank: W. J.
Lowrie, Pres. in place of C. M. Cooke; W,
T. Robinson, Vice-Pres.
ILLINOIS.
ALxxis—Bank of Alexis; W. B. Weir, Pres.
in place of W. B. Weir.

B. B.

DALTOR CiTy—Dalton City Bank; D. P,
Keller, Pres,, deceased.

DELAVAN—Baldwin Bank ; S8amuel D. Wood,
proprietor, deceased.

EaAsT 8T. LoUIs—Illinois 8tate Trust Co.;
Adolph B. Raab, 8ec. and Treas.

JACKBONVILLE—F. G. Farrell & Co.; F. G,
deceased.

MowrAQuA—Commercial Bank; D. P. Keller,
Pres., decased.

NATIONAL 8TOCK YARD8—8took Yards Bank
of East 8t. Louis; Theodore Duddleston no
longer Asst. Cas.

OQUuAKA—Robert Moir & Co.; Robert Moir,
8r., decedased.

STAUNTON —Wall Bros.; succeeded by Wall &
Co.

INDIANA.

ANGOLA—Angola Bank: Wm. Wickwire,
Cas., deceased.

BLUTFTON—Wells County Bank; L. A. Wil-
ilamson, Pres., retired.

‘WABASH—First National Bank; Karl Dough-
erty, Cas. in place of F, W. Morse: E. O.
Ebbinghouse, Asst. Cas. in place of Karl
Daugherty.

INDIAN TERRITORY.

CHECOTAH—Citizens' Bank; capital increased
to $25,000.

IOWA.

OHARITON—Chariton National Bank: Cal-
vin Manning, Vice-Pres.; G. F. Trotter,
Asst. Cas.

CHARLES CiTY—First National Bank ; J. A.
Case, Cas. in place of 8. B. Hall; no Asst.
Cas. in place of J. A. Case.

CHELSEA—Chelsea State Bank; F. N. Bells,
Cas. in place of Will Benesh.

DAVERPORT — Davenport National Bank;
consolidated with Union Savings Bank un-
der latter title.——Iowa National Bank ; A.
P. Doe, Pres. in place of Chas. Beiderbecke,
deceased ; J. D. Brockman, Vice-Pres.
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ELDRIDGE—Eldridge Savings Bank ; capital
increased to $25,000,

MAvURICE—Maurice Bank; now owned by
Farmers’ Loan and Trust Co.; B. N. Voss,
Cas.

ORANGE CiTY — Orange City Bank; now
owned by Farmers' Loan and Trust Co.; J.
Kuyper, Cas.

HAMPTON—Franklin County Bank; B. C.
Beed, Pres. in place of L. P. Holden.

KANSAS.
SEVERY—Severy State Bank:;
creased to $25,000.
8t1. FRANRCIsS—State Bank and Citizens’ State
Bank ; consolidated under latter title: L.
J. Willits, Pres.

KENTUCKY.

HENDERSON — Ohio Valley Banking and
Trust Co.; capital increased to $250,000.

LEITCHFIELD — Grayson County National
Bank; D. O'Riley, Vice-Pres. in place of
Will Hazelip; no Asst. Cas. in place of L.
Rogers.

MipwAY—Farmers' Bank; capital reduced
to $20,000.

VEBRSAILLES — Harris-S8eller Banking Co.;
Theo. Harris, Cas.; R. G. Wililams, Asst.
Cas.

WesT PornT—Kentucky and Indiana State
Bank: J. H. Yancey, Pres., in place of J.
W. A. Myers, resigned.

LOUISIANA.
NEw ORLEANS ~Union National Bank; E.C.
Adams, Jr., Asst. Cas.

MAINE.
AUGUSTA — Augusta National Bank; re-
ported succeeded by Augusta Trust Co.;
capital increased to $100,000.
York—York County National Bank; Ehza-
beth B. Davidson, Pres.in place of J. T.
Davidson,

capital in-

MARYLAND,

BALTIMORE—Central Real Estate and Trust
Co.; John Hubner, Pres., resigned.— Aiex-
ander Brown & Sons; Austin McLanahan
and Harman Brown, admitted to firm.

OAEKLAND—First National Bank; R. E. Sli-
ger, Cas. in place of U. G. Palmer.

WEesTMINSTER—First National Bank; John
L. Reifsnider, Pres. in place of Granville
8. Huines, deceased.

MASSACHUSETTS.

AMESBURY—Amesbury National Bank; C.
E. Adkins, Cas. in place of G. E. Gale.

BosTON—National Shawmut Bank ; capital
increased to $8,500,000.—National Bank of
Redemption; Edward A. Presbrey, Vice-
Pres.; George 8. McCausland, Cas.; W. 8. B.
Stevens, 2¢ Asst. Cas., resigned.—Na-
tional Union Bank ; W. S. B, Stevens, Asst,
Cas.

CONWAY—Conway National Bank: OCarlos
Batchelder, Pres., deceased.

THE BANKERS' MAGAZINE.

FATRHAVEN—Fairhaven Institution for Sav-
ings; Geo. H. Taber, Pres. deceased.

FALL RivEr—Fall River Five Cents Savings
Bank ;: Walter C. Durfee, Pres., deceased.
LoweLL—Oentral S8avings Bank; Clarence
'W. Whidden, Treas. in place of Samuei A.

Chase.

LYNN—First National Bank ; Chas. W. Por-
ter, Aoting Cas. in place of Chas. E. Mailey,
Cas.

SALEM—Asiatic National Bank; capital re-
duced to $200,000.

MICHIGAN.

DerrROTT—Detroit Trust Co.; Geo. McPher-
son, Secretary.

KALAMAZ0O —Kalamazoo National Bank;
Harry den Bleyker, Cas. in place of E. P, .
Sumption ; Lillie M. Phelps, Asst. Cas.

S8AGINAW—Commercial National Bank; Dan-
iel Hardin, Pres., deceased.

PROOTORKNOTT—Missabe Bank;Frank Black-
marr, proprietor, deceased.

REDWOOD FALLS—Bank of Redwood Falls ;
‘W. F. Dickson, Pres., deceased.

8. CRARLES -Citizens’ State Bank: Hiram
A. Haynes, Asst. Cas., resigned,

81. PAuL—8econd National Bank; G. C.
Power, Pree. in place of 8. R. Flynn, re-
signed.

MISSOURI.

JAMESPORT—Farmers' and Merchants’ Bank;
T. B. Yates, Pres., resigned.

KAN8A8 Citry—New England National Bank;
Geo. B. Harrison, Jr., Cas., in place of A.
W. Childs; Frederick Tracy Cbilds, Asst.

Cas.

NorBORNE—Farmers’ Bank; R. B. Hudson,
Pres., deceased,

SPRINGFIELD—National Exchange Bank; M.

C. Baker, Cas. in place of E. L. 8anford.

81. Lours—Missouri Trust Co; Edward 8.
Orr, Pres.—Union Trust Co.; George A.
Madill, Pres., deceased.

‘WASHINGTON—Bank of Washington: Leop-
old Wattenberg, Pres., deceased.

NEW HAMPSHIRE.
MANCHESTER—Merchants’ National Bank;
Arthur M. Heard, Cas., resigned.— Amos-
keag National Bank: Arthur M. Heard,
Cas, in place of John M. Chandler, deceased.

NEW JERSEY.

CAMDEN—Camden National Bank; Elias C.
Davis, Cas., resigned.

DovER—National Union Bank:; William
Otto, Asst. Cas.; Henry W. Whipple, Asst.
Cas.

JERSEY CiTY—New Jersey Title Guarantee
and Trust Co.: J. E. Hulsbizer, Pres. in
place of Geo. F. Perkins; Daniel E. Evarta,
8Sec. and Treas.

MORRISTOWN—Morristown Trust Co.; capi-
tal increased to $600,000.

NEWARK—German National Bank; Geo. B.
Swain, Vice-Pres., deceased.

PLAINFPIEBLD—First National Bank; D. M.
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Runyon, Cas. in place of F. 8. Runyon ; no
Asst. Cas. in place of D. M. Runyon.

NBW YORK.

ALBANY—Albany City National Bank; ab-
sorbed by National Commercial Bank.—
Merchants’ National Bank; absorbed by
National Commercial Bank.

BaLLsTOoN SpA—First National Bank; in
hands of Edward J. Graham, Receiver,
Dec. 8; authorized by Comptroller to re-
sume business Dec. 19.

BIxGHAMTON—People's Bank ; Jacob Wiser,
Cas. in place of Geo. W. Ostrander.

BurraLo—Erie County Savings Bank; Wm.
J. Humason, Asst. Sec., deceased.

CANTON - First National Bank: Leslie W,
Ruseell, Pres. in place of John F. Post; W.
N. Beard, Vice-Pres. in place of Leslie W,
Russell.

ILIoN—Ilion National Bank ; no Cas. in place
of David Lewis, deceased.

IraAcA—First National Bank; Henry B.
Lord, 2d Vice-Pres.; Charles W. Gay, Cas.
in place of Henry B. Lord, resigned; Chas.
W. Major, Asst. Cas.—Tompkins County
National Bank ; capital reduced to $100,000.

MounT MORRIS— Genesee River National
Bank ; Hiram P. Mills, Pres., deceased.

Nxw York—Gallatin National Bank; Geo.
E. Lewis, Asst, Cas.—National Citizens’
Bank; E. 8. 8chenck, Pres. in place of
Ewald Fleftmann ; Ewald Fleitmann, Vice-
Pres.——Bank of the State of New York;
absorbed by National Bank of North
America.—Ninth National Bank; ab-
sorbed by National Citizens’ Bank.——
Speyer & Co.; Gordon MacDonald admitted
to firm.—Edward S8weet & Co.; R. M.
Stuart Wortley, admitted to irm.—Macy
Bros. & Herbert; Charles A. Macy, de-
ceased.——Bell & Co. ; succeeded by Charles
H. De Witt & Co.

NoeTH TOoNAWANDA—State Bank; H, W,
Clarke, Cas. in place of Benjamin L. Rand.

PLATTSBURGH—Plattsburgh National Bank;
J. H. Mofitt, Cas. in place of James Shaw:;
J. Leslie Signor, Asst. Cas.

PoRTCHESTER—Portchester Savings Bank;
John F. Mills, Pres., deceased.

SourH GLEXS FALLS—First National Bank;
F. A. Comstock, Cas.

Ti00MDRROGA—First National Bank; W, W.
Richards, Cas. in place of M. R. Hack.

‘TroY—Troy Trust Co.; capital increased to
$200,000.

Yowxzrs—Citizens’' National Bank ; George
W. Peene, Asst. Cas.

NORTH CAROLINA.
AsHRVILLE—Blue Ridge National Bank ; no
Asst. Cas. in place of Houston Merrimon,

resigned.
CHARLOTTE—Merchante’ and Farmers’ Bank ;-

John M. Miller, Cas., resigned.
GrexzusporRO—Southern Loan and Trust Co.;
capital increased to $100,000.

OHIO.

AKRON — Citizens' National Bank; D. P.
Wheeler, Cas., deceased.

BELLAIRE - Farmers’ and Merchants’ Bank ;
L. R. Bowman, Cas.

CoLuMBUS — Columbus Savings Bank Co.:
Edward L, Hinman, Pres., deceased.

DiLLONVALR -First National Bank: J. N.
Richardson. Pres. in place of J. M. Hender-
son; W, 8, Kithcart, Vice-Pres. in place of
J. N. Richardson.

FosTor1A—Seneca Banking Co.; absorbed by
Mechanics’ Banking Co.

LOOKLAND — Cincinnati Trust Co.; Clyde
Skillman, Cas. in place of Orin Buchanan.
NEWCOMERSTOWN — First National Bank;
~—— Robison, Cas. in place of Charles E, Bo-

den, resigned.

ToLEDO — Merchants and Clerks' Savings
Bank; F. Ernest Shallmaster, Asst. Cas. in
place of Ralph Rickenbaugh.

W AYNESVILLE—Waynesville National Bank;
W. H. Allen, Pres. in place of 8. W.Rogers:;
Wm. H. Gard, Vice-Pres. in place of W. H.
Allen: J. O.Cartwright, Cas. in placcof W,
H. Allen: no Asst. Cas. in place of J. O.
Cartwright.

‘Wo0sTER—Wayne County National Bank; C.
8. Frost, Pres. in place of Jacob Frick, de-
ceased ; John M. Criley, Cas. in place of C.
8. Frost ; no Asst. Cas. in place of John M.
Criley.

OKLAHOMA.

GuTHRIE—Capitol National Bank ; James H.
Edmonson, Cas. in place of Fred. J. Dol-
oater.

HoBART—First National Bank; H. A. Jones,
Cas. in place of F. E. Hovey, resigned.

LExiNGTON—Lexington National Bank; A.
M. Perdue, Pres. in place of B. F. Grow :
W. R. Ferguson, Vice-Pres. in place of P.
H. Milner; L. T. Volz, Cas. in place of A.
M. Perdue.

PENNSYLVANIA.

CARNEGIE—First National Bank; reported
purchased by Carnegie Trust Co.

CLAYSVILLE—National Bank of Claysville:
James A. McKeown, Asst. Cas., deceased.

DANVILLE — First National Bank; 8. A.
Yorks, Cas., deceased.

DEurA--First National Bank ; Wm. McSpar-
ran, Vice-Pres., deceased ; E., W. Keyser,
Cas.

Erie—Seoond National Bank; Daniel D.
Tracy, Pres., deceased.

FRANKLIN—Lamberton National Bank : H.
Lamberton, Pres. in place of C. W, Gilfillan;
Robert G. Lamberton, Vice-Pres. in place
of Harry Lamberton.

HAaTBORO—Hatboro National Bank ; Samuel
8. Thompeon, Pres. in plac