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FUNDAMENTALS OF BANKING AND CURRENCY
REFORM.

EALING with the subject of
“Banking and Currency Reform,”
in his Annual Report on the Finances,
the Secretary of the Treasury says:
“At present we have neither an ad-
justable currency nor trustworthy sur-
plus reserves, two absolutely essential
features of any banking system upon
which the finances and the commerce of
this great nation can securely rest. To
secure these essentials—to speak of no
-others—the looked-for reform must
deal with fundamentals.”
Secretary MacVeEagu for reasons
stated, and which will be quoted later,

does not enter upon a discussion of these .

fundamentals.

But we think it may be profitable to
consider them, for before very long they
are bound to occupy a prominent place
in the public mind.

What, then, are the “fundamentals”
of banking and currency reform?

First in importance we should put an
honest attitude of mind in dealing with
these questions.

And by that we mean a disinterested
purpose to adapt the currency and bank-
ing systems to the needs of the people
of this country, not to create a system
that will serve private interests, nor on
the other hand to make unsound con-
cessions born of political cowardice.

The first of these desiderata may be
had whenever the leaders in the House
and Senate are made to understand that
they are the servants of the people, not
their masters.

1

And the second may be had whenever
the people are so educated in respect of
sound banking and currency laws that
they will demand them and be satisfied
with nothing else.

‘Having progressed thus far—and no
substantial progress ever will be made
until these ends are attained—we may
examine other ‘“fundamentals” of bank-
ing and currency reform.

Next in importance to the things
stated, we should regard the placing of
the country’s bank credits—deposits and
notes—directly upon the gold standard.

That basis does not exist at present,
except in part.

Bank notes are not based upon gold
at all, but upon bonds (Government
bonds actually, but provision is made
for the use of other classes of bonds in
case of emergency).

Deposit credits are based upon gold,
silver, legal-tender notes, and even upon
bank notes (this is especially true as re-
gards the deposits of State banks and
trust companies).

So long as full legal-tender money
exists in a form other than gold, it can
not be expected that no use of it will be
made as bank reserves.

Bank credits can never be based upon
gold alone until the country rids itself
of legal-tender notes, legal-tender sil-
ver dollars, and of bond-secured bank
notes.

The primary step in a legislative pro-
gramme will have to concern itself with
the placing of all bank credits (deposits

1
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as well as notes, and State bank credits
as well as national bank credits,) upon
the gold basis.

Until this is done speculation and
inflation can not be checked, the dis-
count rate can not be regulated—even
by a central bank—and there can be no
proper expansion and contraction of
currency and credit.

The reserves are perhaps next in im-
portance.

Having decided upon gold as the only
proper form of reserve, the question
arises, Where shall it be kept?

Whether in the bank’s vaults, or with
reserve agents, it must be available with-
out disturbing the money market.

Either the banks themselves must
keep their reserves in their own vaults,
or the reserve banks must have capital
enough to enable them to keep a reserve
large enough, either in the form of gold
or of foreign bills, that they may be
able to meet the demands of their cor-
respondents for rediscounts or for cash
without creating a panic.

These seem to our view fundamentals
of banking and currency reform.

Other things may be desirable, even
necessary; such as the delimitation of
spheres of banking—that is, getting the
commercial and reserve banks out of
the entanglements of Stock Exchange
speculation and indirect promoting; pro-
viding for better bank examinations; for
the segregation of savings funds; con-
ferring trust company functions on all
commercial banks (or, on the other
hand, depriving trust companies of
banking privileges).

Some of these reforms may not be had
without legislation, and this can not be
expected until the people come to under-
stand their desirability. Others might
be put into effect by the banks without
waiting for new laws, but whether this
will be done may well be doubted.

As to what direction legislation
should take, that is a problem for the
statesman. We should only venture to

suggest that progress may be made most
readily along the line of least resist-
ance. We believe, for instance, that it
would be easier and better to adapt the
reserve city banks themselves to meet
banking needs rather than to introduce
a central bank or any other new form of
organization.

ECRETARY MacVEAGH'’S annual

report has the following to say in

regard to ‘‘Banking and Currency
Reform™:

“It is not necessary and not appro-
priate for the Secretary of the Treasury
at this time to discuss the plan of bank-
ing and currency reform. The necessity
for such reform is universally recog-
nized, and when the time is ripe it will
be the duty of the Treasury Depart-
ment to express its judgment. Mean-
while the initiative in this important
legislation was committed by the Con-
gress to its Monetary Commission, and
until that commission has reported it
will be the policy of the department to
preserve an open mind. The question
has been and still is growing. The re-
form of our currency system has en-
larged itself into the reform of our

‘banking and currency systems, which

brings into contemplation not merely
the national banks, but the State banks.
in their three divisions—commercial
banks, trust companies, and savings in-
stitutions. It is to be hoped that the
extent and gravity of these broad read-
justments will induce a public demand
for calm and disinterested treatment of
the issues and a public recognition of
the profound importance of a rational,
harmonious agreement. Neither politi-
cal partisanship nor special interest nor
pride of opinion should be allowed to
obstruct a purely economic reform of
such great significance to the nation in
both its national and international re-
lations. The change, when it comes,
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and whatever it may be, must be at any
rate fundamentally right. It is better
by far that there shall be no change
whatever than that it shall be another
makeshift. We must have at least the
beginning of a permanent system. At
present we have neither an adjustable
currency nor trustworthy surplus re-
serves, two absolutely essential features
of any banking system upon which the
finances and the commerce of this great
nation can securely rest. To secure
these essentials—to speak of no others
—the looked-for reform must deal with
fundamentals.”

While any proposals that come from
the commission will be received by many
persons with distrust, it is just as well,
as the Secretary says, “to preserve an
open mind.” Something good may come
out of Nazareth.

Secretary MacVEeagH shows a proper
appreciation of the scope of the prob-
lems to be met, and we think he quite
wisely refrains from putting forth any
plan of his own. He says, very justly
as we believe, that the change in our
banking and currency systems, ‘“when.it
comes, and whatever it may be, must be
at any rate fundamentally right.” “It
is better by far,” he says, “that there
shall be no change whatever than that it
shall be another makeshift.”

Of ‘““makeshifts,” of one sort or an-
other, we have certainly had enough.
That a thorough-going reform of our
imperfect banking and currency systems
may be had all at once implies a pretty
large degree of faith on the part of those
who hold that view. We most earnestly
hope their expectations may be fulfilled
to the utmost.

Sound currency and banking legisla-
tion will probably cowe finally as a re-
sult of an overwhelming demand for it.
But this demand can hardly be looked
for until the public understand just
what is needed. In other words, the
defects will have to be plainly upder-

stood and set forth prior to intelligent
action.

Education of a large electorate in the
principles of money and banking is no
small task, but that is what will have to
be done. Though the proposed publi-
cations of the Monetary Commission ap-
pear to us (with a few exceptions) to
be rather bulky and technical, they will
at least start the ball rolling.

HERE the Secretary of the
Treasury is not a member of the
House, his influence in shaping financial
legislation falls short of what it might
be. The British Chancellor of the Ex-
chequer occupies a much more influen-
tial position, so far as concerns his
power in shaping legislation, than the
Secretary of the Treasury.

Possibly some of the Treasury De-
partment employees, and even the chiefs
of bureaus, may be disposed to fear
that under any radical changes in the
existing currency and banking systems
they might have their importance dimin-
ished. This may lead them to oppose
any very radical reforms. The influ-
ence which department officials and em-
ployees may exercise in shaping legisla-
tion is by no means a negligible factor.
These individuals are always on the
ground and -generally have the ears of
Senators and Representatives. But it
is likely, however, that public senti-
ment will be so thoroughly aroused in
favor of better banking and currency
laws that it can not be resisted.

From the actions and utterances of
Secretary MacVEsaGu it appears that
the weight of his influence will be
thrown in favor of the soundest meas-
ures only.

FOR the fiscal year ending June 30,

1910, the Secretary of the Treas-
ury estimates ordinary receipts at
$648,000,000, and the ordinary dis-
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bursements at $682,075,620.12, leaving
a deficit of $34,075,620.12 in the ordi-
nary receipts. To this sum is added
$38,000,000 to be paid out on account
of the Panama Canal and $1,000,000
for miscellaneous redemptions of the
public debt, making a total deficit of
$73,075,620.12. For the fiscal year
1911 the Secretary makes a better show-
ing, figuring out a surplus of $35,931,-
827.49 in the ordinary receipts, and a
deficit of only $12,182,197.21, including
Panama Canal appropriations.

The Secretary strongly urges econ-
omy, and favors a more scientific method
of making appropriations.

ECOMMENDATIONS made by
the Secretary of the Treasury in
regard to the tax on bank circulation
are likely to be enacted into law. They
are as follows:

“I respectfully recommend that the
tax on bank circulation, secured by
United States bonds hereafter deposited,
be continued at the rate of one-half of
one per cent. per annum for circulation
based on two per cent. bonds, but that
the tax on circulation secured by United
States bonds hereafter deposited bear-
ing rates of interest higher than two
per cent. shall be increased in exact
proportion to the increase of the rate
of interest above two per cent. So that,
for example, the tax on circulation se-
cured by two and one-half per cent.
bonds would be one per cent. per an-
num, by three per cent. bonds one and
one-half per cent. per annum, and so on,
it being understood that the tax on cir-
culation secured by existing bonds bear-
ing three or four per cent. interest, and
now on deposit to secure circulation,
would not be affected.

“This would complete the availability
of the Panama bonds authorized by the
law of August 5, 1909. These bonds, as
the law now stands, if issued, at three

per cent. would have a much better cir-
culation privilege than the outstanding
two per cent. bonds, the tax being only
one per cent.; and their issue, therefore,
would constitute a discrimination against
the two per cents. that the Government
could pot justly contemplate. The cir-
culation privileges of any new issues
should certainly not be better than those
of the two per cents.; but a parity
would, I think, be sufficient protection
to make good for the time being the
imperative moral obligation of the Gov-
ernment to see to it that the market
value of these two per cents. does not
unduly decline because of their abnor-
mally low rate of interest.

“At the same time it is desirable to
thus complete the legislation respecting
the new authorization of Panama bonds,
so0 as to carry out the intention of Con-
gress to make them available. The in-
debtedness of the Panama Canal to the
general fund of the Treasury now
amounts to $97,069,649.26 and the con-
tinuing outlay for construction adds to
the drain upon the general revenues. It
is desirable that the settlement of this
account should be at least begun; and
that the expressed policy of the Gov-
ernment to pay the cost of the canal
from the proceeds of bonds in order
that the next generation or two shall
share with this in the cost of the great
enterprise, should be secured and estab-
lished. If the sale of any part of these
bonds for the repayment of the general
fund should produce more cash than the
Treasury balance needs, there might be
bought in the market for the sinking
fund some of the two per cent. bonds.
Such a purchase—though of no great
amount—should tend to keep the mar-
ket price of these bonds, now unduly
depressed, above par—a favorable con-
dition to which the Government can not
be indifferent. It might also have effect
as an approach toward some present
elasticity in the national bank currency.
The two per cent. bonds are nearly all
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held by the banks, mostly as a basis for
circulation; and the banks would face
so much loss in an attempt to dispose of
them in addition to the heavy sum, esti-
mated at $25,000,000, which they have
already lost on them, that the influence
of the situation is decidedly against the
retirement of circulation. The present
condition of the national bank circula-
tion is therefore as unresponsive as it
has ever been at any time; and any in-
fluence, however limited, that should
tend to relax this currency rigidity
would be an advantage.”

That bonds bearing a high rate of in-
terest should be discriminated against
in favor of bonds bearing a lower rate,
when used as a basis for bank circula-
tion, certainly emphasizes the defects in
the method adopted in securing the is-
sues of the national banks. Of course,
the Secretary of the Treasury is in no-
wise responsible for these conditions.
“It is, in my judgment,” he declares,
“high time for the Government to real-
ize that it does not have a two per cent.
borrowing power and has never had.
* * % Possibly it would have been
better never to have issued two per cent.
bonds or bonds at any rate of interest
below the borrowing power of the Gov-
ernment in the open investment market.”

RESPONSIBILITY for our imper-

fect banking and currency legis-
lation is placed upon the bankers by
the New York “Tribune,” which says:

“The record of American bankers in
general on the currency question does
not do them much credit. As a class,
instead of being leaders in the dissem-
ination of sound ideas, they have in the
past only with difficulty agreed upon a
makeshift programme. While there are
among them, especially among those of
the leading cities, many men who com-
prechend the theory of banking and
finance, the average American banker
is simply a business man. He knows
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whose credit is good in his community
and to what extent it is safe to discount
a client’s paper, and in general the
practical details of banking, but of its
principles he knows little or nothing.
Propose any other kind of bank note
than the familiar bond-secured note,
and he is all at sea. Suggest such an
institution as a central bank, and a
thousand doubts assail him, especially
if he comes from some country place in
the West and is troubled by the sec-
tional bogy.

By agreement on a ‘“‘makeshift pro-
gramme” does the “Tribune” refer to
the Aldrich-Vreeland law, which was
unsparingly condemned by practically
every banker in the United States?
The responsibility for that vicious
measure rests upon the shoulders of
those who were leading the Republican
party, and nowhere else.

The statement that the average bank-
er is all at sea when you propose any
other kind of bank note than the fa-
miliar bond-secured bank note, is
amusing. Does the “Tribune” not know
that at the convention of the American
Bankers’ Association, held in Denver
last year, the following report was pre-
sented by the Currency Commission
and adopted unanimously:

“Credit currency, commended in your
Commission’s first report, and approved
by this association at its last conven-
tion, had further proof of its soundness
in principle and efficiency in operation
in those countries having such a cur-
rency during the world-wide crisis of
last fall. While maintaining open
minds as to the best method of its in-
corporation into our own banking sys-
tem, it is our belief that a currency
based on this principle, 50 safe and
efficient in the experience of other na-
tions, will be found essential in our own
system.”

And as to “makeshift legislation,”
this same report declared:
“It was the conviction of the Com-

mission, based upon experience and the
study of the history of periods follow-
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ing previous panics, that no financial
panic could immediately follow the
crisis of last fall, and that it was the
part of wisdom to enact no makeshift
legislation, lest such an enactment for
the purpose of supposed temporary re-
lief should prove a serious stumbling-
block in the way of legislation for the
comprehensive and fundamental correc-
tion of the grave defects of our bank-
ing and currency system.”

Here we have in the most positive
and definite statement the position of
the American Bankers’ Association, rep-
resenting some 10,000 bankers of the
United States, upon a credit currency
and upon the wisdom of passing the
makeshift measure known as the Ald-
rich-Vreeland law.

That measure was passed in spite of
the earnest protests of practically the
entire banking interests of the United
States. History must place the respon-
sibility for it upon the shoulders of the
Republican leaders, not upon the banks.

But there remains another indict-
ment of the “Tribune” against the
banker. ‘““‘Suggest to him” [the average
banker], it says, “such an institution as
a central bank, and a thousand doubts
assail him, especially if he comes from
some country place in the West and is
troubled by the sectional bogy.”

And there are very many bankers
and others outside of the small country
places in the West who are assailed by
as many doubts. The most forcible
argument against a central bank comes
from a professor in an Eastern uni-
versity—Professor Sprague of Har-
vard.

Certainly after the East has fur-
nished the authors of the Aldrich-
Vreeland law, it is hardly in a position
to throw any brickbats at the West in
this currency and banking fight. We
hope to see the issue settled on other
than sectional grounds. We hope also
to see the “Tribune” a little more care-
ful hereafter before arraigning the

bankers for the financial sins of its own
party.

ANKING traditions undoubtedly ex-
ert a tremendous power in holding
banking practices to a safe course. Com-
menting on this fact, the New York
“Evening Post” recently said:

“It is not because the Governor or
directors of the Bank of England are
hindered by law from going wrong, nor
even because they are chosen frem such
supereminent material as to preclude all
possibility of danger, that there is never
any question of its singleness of pur-
pose, or that the phrase ‘as safe as the
Bank of England’ is no less a national
possession than ‘as strong as Gibraltar.’
The managers of the Bank of England
act as they do, not because they are
Smith and Jones and Robinson, but be-
cause they are the Governor and direc-
tors of the Bank of England, grown up
under its traditions, breathing in its re-
sponsibilities and its principles of action
as they breathe in the physical atmos-
phere around them. And, while the
conditions are not so peculiar in the
case of the Bank of France or the Ger-
man Imperial Bank, something analo-
gous is truc of them also.”

With us the responsibility for control-
ling the general situation is not fixed
upon a single institution, and the re-
serve banks rarely take anything like
concerted action until credit has largely
broken down.

Another respect in which banking
here differs from that of older countries
was thus pointed out in the article from
which we have quoted:

“Moreover, there is an element in the
situation, differentiating our problem
from that of the older countries, that
pertains not to the nature of institu-
tions, banking or other, but to the habits
and temper of the people at large. We
have to reckon, in our country, upon a
popular attitude in questions of money
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and banking to which the situation in
England or France or Germany offers
no parallel. However much there may
be of criticism or discussion in those
countries, there is an abiding feeling,
fully justified by the facts, that mone-
tary and banking questions will be ac-
tually dealt with only in such ways as
the authoritative judgment of responsi-
ble specialists approves. = Whatever
opinions may be advocated in the ab-
stract, and however much their discus-
sion may influence the actual course of
public policy, it is never feared for a
moment that that policy will take the
shape either of wild experimentation or
of a rude disturbance of legitimate
rights.”

No one, perhaps, would claim that
monetary and banking questions in the
United States are actually dealt with
only in such ways as the authoritative
judgment of responsible specialists ap-
proves. Rather have they been deait
with in a spirit of temporizing arising
from political timidity.

Congress is not wholly to blame for
this. The people are manifestly sus-
picious of changes in the currency laws
or of any fresh concessions to the banks.
The impression seems to prevail that in
some way or other the banks are to be
given the best of it. Yet, we believe
that feeling to be much less prevalent
than it was formerly, and it may be ex-
pected to continue diminishing with the
spread of banking and financial infor-
mation.

AN executive order recently promul-

gated by President TArT marks
the beginning of an effort to better the
consular and diplomatic service of the
United States. The order provides that
appointments shall be made hereafter
from those whose efficiency has been de-
termined by examination, and that pro-
motions are to be made up to the rank
of minister from those persons in the

service who have shown special fitness.
In making appointments, political affilia-
tions will not be considered.

The growth of our foreign trade and
the increase generally in our share in
international affairs make the improve-
ment of the consular and diplomatic
service of great importance. Bankers
have been conspicuous in advocating re-
forms similar to those now put into ef-
fect by the President and Secretary
K~ox. No doubt the business of the
United States with foreign nations will
be benefited by the President’s order.

RUMORS have been revived recently

about the establishment by Amer-
ican capitalists of a large banking in-
stitution in South America, with a possi-
bility that branches of the bank may
ultimately be planted in all the prin-
cipal Latin-American countries. An in-
cidental reference to a Latin-American
bank was made in President TAFt’s re-
cent message to Congress.

This magazine has long advocated
the creation of an American bank of
large capital to do business in Latin
America and other foreign countries. A
sufficient argument in favor of a bank
of this character would seem to be that
if American banks of any kind are to
be established abroad, it would be best
to give them the prestige which a na-
tional charter would afford, large cap-
ital and the ability of management
which such an institution would nat-
urally attract. _

If our banks having a capital of $10,-
000,000 and upwards were permitted to
have branches in foreign countries,
there might be less substantial basis for
arguing in favor of a Latin-American or
International American bank. But un-
der existing conditions such a bank
would no doubt be of considerable ad-
vantage to American trade and enter-
prise.
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The movement for bringing a big
American bank into South America has
already attracted attention in the latter
country. Thus, for Instance, “La
Nacion,” of Buenos Aires, points out
our protective tariff as preventing the
building up of trade with South Amer-
ica. It also declares that the English,
French and German interests have a
position in South American banking
from which they can not be easily dis-
lodged. Fears are expressed by “La
Nacion” that the proposed bank is to be
used as an instrument for installing the
American  beef trust in Argentina—
something which it intimates will prove
a hopeless undertaking.

But these and other objections aside,
those Americans who have visited the
Latin-American countries seem to agree
quite generally as to the desirability of
extending our banking operations in that
direction.

AMERICAN banking (or, rather,
certain phases of it,) gets some
pretty hard knocks from W. R. Lawson
in an article on “British and American
Banking,” which was published in the
December number of the London
“Bankers’ Magazine.” After referring
to the effect upon the London money
market caused by the use of American
“finance bills,” the article says:

“This brings out the most character-
istic features of the two banking sys-
tems of which London and New York
are the respective headquarters. To de-
scribe them, however superficially, is to
draw a practical comparison, or, rather,
a contrast, between the British and the
American banking systems. With little,
if any, exaggeration they may be called
the antipodes of each other. American
banking devotes its whole energy and a
very large amount of perverse ingenuity
to the manufacture of credit, while
British banking has to be continually on
the watch to prevent such manufactured

credit being pushed to a dangerous ex-
cess. One is the watch-dog and the
other is the fox always trying to raid
the chicken-yard. Why one money mar-
ket should treat another so is a psycho-
logical puzzle. Why the other should
meekly submit to it is still more puz-
zling.

“International finance may be a mag-
nificent institution, and international
banking may be of the utmost service to
mankind, but neither of them can be
safely regarded as omnipotent or al-
lowed unlimited license. Neither should
any national banking system be permit-
ted to abuse their help and make a con-
venience of them.

“But that is what New York banking
does systematically and almost contin-
uously. It deliberately plunges out of
its depth, knowing that international
bankers will for their own safety have
to pull it out. And more than any other
institution the Bank of England has to
bear the brunt of these shabby Ameri-
can tricks. With quixotic self-abnega-
tion it has made itself responsible for
protecting the rest of the world from
the natural and inevitable effects of
American inflation. Other nations will-
ingly concede to it the costly honor of
putting the drag on wild finance wher-
ever it may break out, on condition that
it punishes itself and its customers in-
stead of the wild financiers. They get
off with their booty, while every legi-
mate borrower of money in Europe has
to be a scapegoat for them.”

We shall not try to contradict these
opinions nor deny that they contain
much truth. But we suspect Mr. Law-
soN is exaggerating. He fixes his at-
tention too closely upon what he calls
“American banking,” but which is in
reality only the spectacular part of it—
that engaged in manipulating Wall
Street operations. He does not wholly
blame American bankers:

“American bankers are, perhaps, only
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following the instincts of ordinary hu-
manity when they exploit to the fullest
extent the quixotism of British banks
generally and the Bank of England in
particular. So long as the latter are

_ content to maintain, at their own ex-
pense, a life-saving apparatus for for-
eign plungers who get out of their
depth, so long will the Americans play
on the edge of the precipice.”

After citing the 1907 panic and the
recent period of inflation, Mr. LawsoN
continues:

“The fact is that a radical and funda-
mental difference of opinion obtains in
the two countries as to the limits of
legitimate banking. The Americans, if
they take time to think about it at all,
have no doubt of the legitimacy of their
methods. They are surprised and per-
haps a little shocked when objection is
made to them on this side. But they
never dream of giving them up or even
modifying them. It is enough for them
that any banking novelty gives them a
‘bulge’ on old-world competitors who
adhere to old-world ethics. In all inno-
cence they would ask their critics: ‘If
Iondon will be so silly as to give us all
these fine chances, why should we not
take advantage of them?’ And it might
be difficult to prove why they should
not. So far from being ashamed of ex-
ploiting Lombard Street and Thread-
needle Street, they consider it one of
the highest proofs of their smartness.”

Warming to his subject, Mr. LawsoN
grows more severe:

“One does not require to be an expert
or to have more than average intelligence
in order to perceive a radical difference
between these two systems of banking.
Admit that both are engaged in legiti-
mate banking business. Both are deal-
ing in credit, and incidentally thereto
are crealing new credits. The Brilish
bank does it in a cautious, rational way,
taking care not to overdo it. Safe mar-
gins are required for every transaction,

and the business as a whole is kept well
within the resources of the institution.
The United States bank, on the other
hand, runs itself for all it is worth. It
must get the last cent out of its capital
and have out the last dollar of its de-
posits. To its managers it is simply a
machine to be worked at high pressure
as long as it will go, and then scrapped
like so much old iron.

“Plain, ordinary banking is too slow
and too dull for an end-of-the-century
American. ‘He wants to be inventing
new forms of credit and new methods
of making money. Not content with his
own resources and opportunities, he
casts covetous eyes on other people’s.
The San Francisco banker is always
planning how he can exploit New Or-
leans or St. Louis or Chicago. The
Chicago or the St. Louis banker is al-
ways wondering how he can utilize New
York. All of them are continually
scheming to get a rise out of London or
Paris. In this crusade of universal
greed, safety, stability and even decency
are being sacrificed. The natural re-
sources of the ccuntry are being squan-
dered, or at least being used up before
their time. The people are turning
themselves into machines for making
money, manufacturing credit and mis-
using it. .

“In every business, banking included,
there is a craze to strike out some new
line or invent something which will give
the inventor a pull over his competitors.
If it is only a new kind of mortgage, or
finance bill, or pawn ticket, it will be
run after. The average American de-
voutly believes that credit, like money,
is a thing to be made the most of. How-
ever rich a man may be, if he sces a
chance to make another ten thousand
dollars with somebody else’s money, he
will borrow it. So true is this that the
richest men in America are the biggest
borrowers. The best business men are
in a sense the greatest prodigals. They
spend without stint, not like English
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prodigals on high living, but on any-
thing that promises them a high return.
When money is five or six per cent. they
will still run after their pet stocks in
Wall Street and knock at every open
door in order to borrow the wherewithal
to pay for them. They are always de-
vising new kinds of borrowing, each
more clever than the last. Hence the
novelties which frequently turn up in
Lombard Street.”

We can only repeat that, in our opin-
ion, this criticism of American banking
rests too much upon the assumption that
all our banking is the same as certain
of the more prominent and sensational
phases of it. That assumption does not
agree with the facts. Yet such a criti-
cism, if it leads to a correction of faults
where they really exist, can only be of
benefit to the sound and legitimate
banking operations of the United States.
That these latter far outweigh in im-
portance the more striking character-
istics which have attracted Mr. Law-
soN’s attention and aroused his protest,
we need hardly say.

We shall allow Mr. LawsoN himself
to explain the real reason why Ameri-
cans have drawn so heavily on London’s
cash and credit:

“If Lombard Street has in the past
decade been to a large extent American-
ized, it has itself to thank. And after
all it may not have so very much to re-
gret. American business poured in on
it when sorely needed. Being highly
remunerative, it was better than lending
big unemployed balances from day to
day at one per cent. and other nebulous
rates.”

Are the British banks to be blamed
for lending their funds to the best ad-
vantage? And are American bankers to
be condemned wholesale because they
furnished an outlet to the London

money market’s supplies “when sorely
needed ?”

GOLD production in the United

States for the year 1908 was
valued at $94,560,000, compared with
$90,485,700 in the preceding year—an
increase of $4,124,300.

The gold production of several of the
States shows a falling off. There are
twenty-three gold-producing States and
Territories, and of these, fourteen show
a decreased yield compared with 1907,
while nine report an increase. Colorado
is the largest gold-producer ($22,871,-
000), followed by Alaska ($19,858,-
800), and California ($19,329,700).

NNOUNCEMENT has been made
of the proposed publications of
the National Monetary Commission.
These publications will include not only
the results of the investigations made by
the commission itself but a number of
treatises on banks and banking in the
United States and other leading nations.
These treatises will be in nearly all
cases either from well-known authors or
from those whose positions have spe-
cially qualified them to deal with the
respective questions.

The investigations which the com-
mission has made will no doubt have a
certain freshness and should be fairly
complete. The list of books appears
rather formidable, though all are good.
Of course, no one need read them all,
but may make selections to suit his taste.
We are particularly pleased to note that
some of the standard financial works
which have either been out of print or in
need of revision are to be brought out
in fresh editions.

It seems rather doubtful whether so
ponderous an output of banking and
financial literature was demanded for
public information. We are skeptical
as to the disposition of the average citi-
zen to tackle such a heavy meal. Many
a hardened expert will not be appalled
by it, for he has lived on this sort of

SR
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thing from boyhood up, and need have
no fears of mental indigestion.

We welcome all serious and worthy
additions to the banking and financial
literature of the country. But, except
so far as regards its own investigations,
we hardly see why the commission need
have gone into the publishing business.
Existing books on sale cover practically
every phase of banking and finance. We
have not perceived any overwhelming
demand for new volumes and even some
of those already published, though pre-
pared by recognized experts, grow
musty on the booksellers’ shelves.

Crude as is the attempt of the Mone-
tary Commission to “educate the public”
on banking and currency, its efforts will
no doubt bear some fruit; at least, we
sincerely hope so. We wish, however,
that the commission might have realized
that there are many who do not need
education on these subjects, and that
those who do, need something far more
elementary than the commission has fur-
nished.

ARM products in the United States,
according to the report of the Sec-
retary of Agriculture, were worth, last
year, $8,760,000,000, a gain of $869,-
000,000 over the preceding year and of
nearly 100 per cent. in ten lears. Sec-
retary WiLsoN says:

“Eleven years of agriculture, begin-
ning with a production of $4,417,000,-
000 and ending with $8,760,000,000. A
sum of $70,000,000,000 for the period!
It has paid off mortgages, it has estab-
lished banks, it has made better homes,
it has helped to make the farmer a citi-
zen of the world and it has provided
him with means for improving his soil
and making it more productive.

“The most striking fact in the world’s
agriculture is the value of the corn crop
for 1909, which is about $1,720,000,-
000. It nearly equals the value of the
clothing and personal adornments of

76,000,000 people, according to the cen-
sus of 1900. The gold and silver coin
and bullion of the United States are not
of greater value. It has grown up from
the soil and out of the air in 120 days
—8$15,000,000 a day for one crop, near-
ly enough for two Dreadnoughts daily
for peace or war. This crop exceeds in
value the average of the crops of the
five preceding years by thirty-six per
cent.

“Cotton is now the second crop in
value, and this year’s cotton crop is
easily the most valuable one to the
farmer that has been produced. With
cotton lint selling at 13.7 cents on the
farm November 1 and with cotton seed
selling for about twenty-five dollars a
ton, the lint and seed of this crop are
worth about $850,000,000 to the farmer.
No cotton crop since 1873 has been sold
by farmers for as high a price per
pound as this one.

*“Third in value is wheat, worth about
$725,000,000 at the farm, and this
largely exceeds all previous values. The
November farm price was almost an
even dollar a bushel, a price which has
not been equaled since 1881. This is
the third wheat crop in point of size,
with 725,000,000 bushels.

“The hay crop is valued at $665,000,-
000; oats at $400,000,000; potatoes at
$212,000,000, and tobacco at nearly
$100,000,000. Beet and cane sugar and
molasses and syrup from farm and fac-
tory will reach the total of about $95,-
000,000. The barley crop is worth
$88,000,000; flaxseed, $36,000,000, and
1,000,000,000 pounds of rice $25,000,-
000.

“This is the year of highest produc-
tion for potatoes, tobacco, beet sugar, all
sugar and rice; next to the highest pro-
duction for corn, oats and all cereals.
Compared with 1908, gains in value are
found all along the line, the exceptions
being barley, buckwheat, rye and milk.
The increase for cotton lint and seed is
$208,000,000; wheat, $107,000,000;
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corn, $105,000,000; hay, $29,000,000;
oats, $22,000,000; tobacco, $18,000,-
000; potatocs, $15,000,000.”

Concerning the share of the farmers
in increasing prices, the Secretary says:

“There has been a tendency of the
animals and crops of the farm to in-
crease in value per unit at the farm at a
faster rate than all commodities have
increased at wholesale.

“Within the wholesale trade also farm
products exceed all other classes of
commodities in relative increase of
prices since 1896. * * * The only
large exception to the leading place tak-
en by farm products in rise of prices is
unfed beef cattle, the farm price of
which has barely begun to rise above
the price level of 1896 to 1900 for beef
cattle.”

Although some basis may exist for
the charge that there has been a relative
decline in American agriculture, the re-
port of the Secretary of Agriculture
shows that it continues in a flourishing
condition.

BRITISH political and economic

conditions are intcrestingly dis-
cussed in this issuc by Mr. W. R. Law-
soN, the well-known and brilliant writer
on financial topics. From the viewpoint
of this kcen observer of affairs the
present conflict in Great Britain is not
one between the Lords and Commons,
but a struggle between property-owners
and socialists, whose doctrines are morc
or less revolutionary. Incidentally,
there has arisen a discussion of the re-
lations of the free-trade system in its
effect in building up the manufacturing
industrics at the expense of the agri-
cultural interests.

The framers of the American Con-
stitution evidently intended that the
House of Representatives should exer-
cise special powers over revenue legisla-
tion, and it was provided that bills for
raising revenue should originate in the

House, although the right to amend
such bills was conceded to the Senatc.
This right of amendment has been so
construed in practice as to give the Sen-
ate equal power with the House in fram-
ing revenue legislation—something that
the Constitution did not contemplate.
We believe, however, that this power of
“amendment” as exercised by the Sen-
ate, even though it results in practically
a new bill, has been upheld by the Su-
preme Court of the United States. Thus
the control of revenue legislation in the
United States has in effect passed from
the popular branch of the legislature,
where it was placed by the framers of
the Constitution, into the hands of the
less representative branch.

But this usurpation of power has not
produced in this country anything like
the outburst of wrath which was pro-
voked by the rejection of the British
budget by the House of Lords. On De-
cember 2 the House of Commons, by a
vote of 349 to 1384 declared that the re-
jection of the budget by the Lords was
“a breach of the Constitution and a
usurpation of the rights of the House
of Commons.” Our own House of Rep-
resentatives, in matters pertaining to
revenue and the finances, meekly sub-
mits to whatever “amendments” the
Senate may propose.

Of course, our form of government
does not permit of these matters being
made direct issues at the polls. And we
imagine that the present contest in Great
Britain is only apparently one between
the House of Lords and the House of
Commons. The real point at issue is
whether a budget more or less socialistic
in character shall become a law without
first having received the direct sanction
of the electorate. Upon so weighty a
point, it would seem that the opinion of
the people ought to be obtained.

If the Lords are to be denied a share
of power in shaping fiscal and other
legislation, Great Britain will present
an example of unrestrained democracy
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such, perhaps, as exists nowhere else,
which certainly does not exist in this
country. Although the King of Eng-
land has the veto power it is one that
he would hardly think of exercising. In
the United States the President not only
has the right to veto acts of Congress,
but he frequently uses that right, and it
is generally effective, for a bill to be
passed over the President’s veto must
have a two-thirds vote—something very
difficult to obtain.

The electoral struggle in Great Brit-
ain will be watched here with deep in-
terest. We are sure that the picture of
affairs presented in Mr. LawsoN’s
article will help Americans in gaining
a better understanding of the contest
now being waged on the other side.

INANCIAL writers have been fond
of citing England as the country
where the rights of capital were most
carefully safeguarded. The superior
naval power of Great Britain has pre-
cluded the possibility of successful at-
tacks by rival nations; the monetary
standard has been for a long period se-
curely maintained; the laws relating to
property have been, in the main, just
and well administered. '

These considerations, and of course
others that might be cited, have helped
to make England’s financial greatness.
Now there is grave danger that this
supremacy may be seriously impaired
by socialistic legislation. A$ was point-
ed out by Lord REVELsTOKE, Lord Ave-
BURY and Lord RoTuscHiLp in the de-
bate on the budget in the House of
Lords, a flow of capital from Great
Britain is likely to take place through
fears of socialistic legislation.

But whatever may be one’s views as
to the merits of the budget itself, or as
to the matter at issue between the two
legislative houses, it must be admitted
that the wisdom of allowing the sober

second thought of the people to be as-
certained is apparent.

The carefully-reared safeguards
thrown around property in Great Brit-
ain and so long and jealously main-
tained are not to be weakened or de-
stroyed without an appeal to that habit
of conservative thought of which the
British subject has been supposed to be
a typical representative. That, we take
it, is the real significance of the action
of the British upper chamber in reject-
ing the budget sent to it by the House
of Commons.

BY purchasing a large interest in the

Guaranty Trust Company of New
York and the stock of the Equitable
Life Assurance Society, the firm of
J. P. Morgan & Co. has greatly added
to its already large financial power.

It was stated with reference to these
purchases that the persons dealing with
the trust company would not know that
there had been any change at all—the
stock had been bought because it was a
good purchase. And the announcement
was made that the insurance company
would be administered for the benefit of
its policy holders.

Mr. MoraeaN has been credited with
an ambition to gain a large share of
control of the transportation system in
New York, and to manage it in accord-
ance with the principle of fair dealing
with the public. We do not know any-
thing as to the truth of this report. But
it is conceivable that men of real finan-
cial genius are coming to realize that the
public-be-blowed policy is shortsighted.

In ordinary business that fact was
recognized long ago. Private firms and
even corporations engaged in general
business strive to outdo one another in
giving good service or in furnishing re-
liable goods at reasonable prices.

In some—not all—of the public ser-
vice corporations a different rule has
obtained—to get all you can and give as
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little as possible in return. Now, the
trouble with this policy is that it invites
hostility on the part of the public, pro-
vokes retaliatory legislation and litiga-
tion, and lays the corporation adopting it
liable to every form of hostility on the
part of those who are.its patrons and
who might just as well be its friends.
Many very pious people feel they have
done a righteous act when they have
cheated a street-car company out of a
nickel. Of course, they are wrong, but
who is responsible for this warping of
the human conscience?

But it is a hopeful sign that even in
the highest financial circles the rights
of the public are being recognized, not
merely as a matter of justice and prin-
ciple, but as a matter of good business.

Great power, wielded by small men,
is always a source of danger to the pub-
lic; but, on the other hand, if exercised
with a proper sense of the responsibility
imposed, it may be made a source of
public benefit.

LEGISLATION designed to restrict
the operations of large corpora-
tions may tend to injure the credit of

communities where laws of this charac-.

ter are passed.

An illustration of this was afforded a
short time ago by the refusal of one of
the large Eastern life insurance com-
panies to purchase some bonds of one
of the counties in Texas. There was
no question as to the good credit of the
county or as to the general desirability
of the bonds as an investment. In fact,
they have been sold, and no doubt at a
satisfactory price.

The New York “World” condemns
the refusal of the insurance company to
buy the bonds as an insolent assumption
of power by the “New York Money
Trust.” And yet an insurance company
. that had been debarred by stringent
laws from doing business in a Statc

might justly refuse to purchase securi-
ties of that State. Why should it feel
called upon—other conditions being
equal—to lend money in a community
where the company making the loan
may do no business?

Probably a little less heat and friction
on both sides might enable the State of
Texas and the insurance company to get
together on some common ground. It
might be found, by the exercise of
patience, that the insurance company
could be permitted to do business in
Texas, and that, on the other hand, the
company would be the gainer by buying
Texas securities.

ANOTHER question of some im-

portance is brought forward in
the “World” editorial from which we
have already quoted. It is stated that:

“This community of interest is not
confined to New York. The great Wall
Street banks and the great insurance
companies, through their financial re-
lations and alliance with outside banks,
reach to nearly every part of the coun-
try. More and more they are coming
to dictate the terms on which the Amer-
ican people are permitted to do busi-
ness. Not satisfied with this power, they
have begun, as the Dallas case shows, to
dictate the terms on which States may
govern themselves.”

Such an opinion is not at all novel.
It has been voiced at many times and in
a variety of ways. What truth does it
contain? ‘No doubt the banking busi-
ness has passed under “group” control
to a considerable extent, and no doubt
also banking credits have tended some-
what in the larger cities to narrow in
favor of the enterprises controlled by
these groups. The securities bought
and sold, and not- infrequently manipu-
lated, on the Stock Exchange have be-
come prime favorites in the portfolios
of many banks. These securities some-
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times go up and down, according to the
degree of facility in obtaining loans on
them at the banks. All this is a matter
of common knowledge.

So far as banking funds may be used
for speculative manipalation, the evil
complained of may be real. But there
is a use for banking credit in security
operations quite as legitimate and fully
as essential to the country’s prosperity
as the production and marketing of beef,
wheat, corn and pork. The floating of
bonds for the railway or manufacturing
plant constitutes a part of the process
by which industry is maintained and
labor kept employed.

Does not this complaint, that the
“money power” has drifted into the
hands of comparatively few men really
evidence what has taken place in other
phases of activity? Do the men best
fitted to control and direct not usually
attain their rightful place? Many edi-
tors no doubt think themselves better
rulers than Tarr, Diaz, King Epwarp
and Emperor WiLrLiam, but somehow
they fail to attain to the seats of the
mighty. So in the realms of finance
and business, many critics think they
could have done much better than
ROCKEFELLER, CarNEeie and MoreaN,
but in some way Providence has denied
them the opportunity.

No one would maintain that great
financial power implies omniscience as
an attribute of its possessors. But it
commonly does imply that those who
have it have alsp exceptional ability, in-
dustry and common sense. When they
fail in these things, the sceptre of con-
trol will eventually slip from their con-
trol and pass into other hands better
able to wield it.

NICARAGUA has occupied the cen-

ter of the stage and the glare of
the limelight of late to an extent dis-
proportionate to its size and importance

among the nations of the two Americas.

Disturbances of different kinds have
not been infrequent among the smaller
Central and South American nations,
but they have generally “blown over”
without requiring quite such strong pro-
ceedings on the part of the United
States Government as deemed necessary
in the Nicaraguan case.

The direct pretext upon which the
United States has “intervened” in Nic-
aragua was furnished by the execution
of two Americans, Groce and CANNON,
who, it appears, were soldiers in the
army trying to overthrow the then ex-
isting Government of Nicaragua. It
was asserted by the United States that
these two of its citizens were unlaw-
fully executed—an assertion denied by
Zerava, the late President of the Nie-
araguan Republic. :

But the execution of these two per-
sons seems to have offered ground for
but one of many complaints lodged
against President ZerLava by Secrctary
K~Nox. Some of these complaints are
no doubt valid, but others appear to be
open to question. At all events, Presi-
dent ZELAYA saw that the time had come
for him to “resign,” which he did as
gracefully as possible under the cir-
cumstances.

Whether or not the United States
Government has acted throughout under
due provocation and in the proper man-
ner, it appears that President Zerava
has given just grounds of offense both
to his own country and to the United
States. The course taken by our Gov-
ernment evidently indicates a determi-
nation on the part of the United States,
not merely to protect the rights of its
own citizens, but to insist that the Cen-
tral American States shall observe com-
pacts entered into in solemn conference.

This affair has served to illustrate
afresh the increasing sharec which the
United States is coming to perform in
the theatre of international affairs.
More than that, it brings up the problem
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of our future relations to the Latin-
American nations. Of these nations, on
the North American Continent, Mexico
is the largest, most populous and per-
haps the most wisely governed. For a
generation, under the resourceful and
masterful leadership of General Don
Porrir10 Diaz, Mexico has steadily ad-
vanced along the gpath of peace, en-
lightenment and growing prosperity.
Our relations with Mexico are not only
peaceful but cordial. In no responsible
quarter in the United States is there any
thought of endeavoring to encroach on
the territory of our big southern neigh-
bor or to interfere in her affairs. Mex-
ico certainly has nothing to fear from
the United States while she adheres to
the same wise policy carried on by Pres-
ident Diaz. Should the latter die or re-
sign his office—and no true friend of
Mexico hopes he will do either—it is
reasonably certain that the able men
now in control will see that his successor
is a man who inspires full confidence at
home and abroad.

So far as Mexico is concerned, then,
there does not appear to be any likeli-
hood of interference by the United
States. But the same can not be said of
the Republics of Central America. They
have been too prolific a source of trouble
for their own good and for the peace of
this hemisphere. Unless they mend
their ways, they may not only expect
American “intervention” but a loss of
their sovereignty.

We do not believe, however, that any-
body in this country desires the ac-
quisition of territory in Central Amer-
ica. If these southern republics are to
cast in their lot with any one else, they
should, in our opinion, seek a union with
Mexico rather than with the United
States. In language, traditions and in-
terests there is more of a community
with Mexico than with this country. But,
of course, such a solution of the problem
may not be feasible, in which case the
next best thing would probably be the

union of the present independent Latin-
American States in a federation, with
Mexico and the United States acting in
the capacity of joint-protectors of the
new nation.

True friends of the Ceptral American
Republics must deplore the instability
of political affairs in that region, and
they will rejoice when things are
changed in a way that will best promote
the peace, happiness and permanent
prosperity of these peoples who are our
neighbors, and who, it is hoped, may
continue to be our friends.

BALANCES of trade have been a fa-

vorite subject of discussion by
statesmen and economists. Less atten-
tion perhaps than deserved has been
paid to the balances accruing as a re-
sult of holiday remittances in the form
of money and goods. Many millions go
out every year from New York and
other ports, and a great deal comes in.
But while we have no statistics on the
subject, it seems certain that the outflow
of cash and “presents” largely exceeds
the inflow. This would arise from the
fact that those who come here from for-
cign shores generally.better their con-
dition. They are abler to send some-
thing to the old home across the sea
than are those left behind to send some-
thing here. Besides, as a rule, those
left behind are less independent than
those who make their journey to new
lands in search of fortume. Ireland and
Italy especially make heavy drains on
America, not only during the holiday
season but at all times.

While the money and merchandise
sent abroad at the annual Christmas
season may add to the “‘unfavorable”
balance of trade, it is nevertheless a
form of loss that has its compensations.
Let us hope that one of these is the
cultivation of closer relations, and an-
other the promotion of international
good will.



BRITISH ECONOMIC AND POLITICAL CONDITIONS:
A RETROSPECT AND A FORECAST.

By W. R.

DURING the past year, while the

United States has been enjoying
another of the greatest booms in its
booming history, the old country has
been struggling in a stormy sea of po-
litical and economic difficulties. Its
worst enemy—if it has any—could not
have wished to see it in a more sorry
oplight. Its House of Commons, the
“Mother of Parliaments,” has been in
labor for nearly eight months over a
socialistic budget which after all turns
out to be a mountainous mouse. Most
people knew from the first that it would
never become law, and many had their
doubts if it was ever intended to by its
authors. There can, however, be little
doubt now as to its ulterior object. It
is the first open move in a Radical-
Socialist alliance which Lord Rosebery
has verv truthfully and opportunely
denounced as revolutionary.

A double revolution is in fact con-
templated by the new alliance. One is
to be directed against the House of
Lords—that is the Radical side of the
programme—the other against owners
of property, especially land owners—
and that is the Socialist side. This sud-
den and sinister development has creat-
ed a situation without parallel elsewhere.
Other countries have worse Radicals
than the English ones—Greece, for in-
stance. There are also other countries
with more Socialists than we have—
Germany, for instance. But I am not
aware of another instance in which the
Socialists have been able to force them-
selves on one of the regular political
parties in the State and practically to
capture it. Still more difficult would it
be to find another case in which the
Socialists had commandeered a Govern-
ment with a three to one majority at its
back.

Great BritaiN FaciNng A PErPLEXING
ProBLEM.

John Bull woke up one fine morning
eight months ago to find an Old Man

2

Lawson.

of the Sea on his neck, worse than Sind-
bad’s. He went to bed an honest, god-
fearing, just-dealing Englishman, and
woke up to discover his house and
grounds in possession of a mob of fiscal
cranks, land-taxers, super-income tax-
ers, and anti-House of Lords dema-
gogues. By way of a trial dose they
administered to him a budget which set
him sneezing and sputtering like a tug-
boat in a very narrow channel where
there are many sharp curves to take.
It is simply impossible for any foreigner
to imagine his feelings when he began
to realize the nature of the trick that
had been played on him. After a series
of narrow escapes from the education
maniacs, the passive resisters, the ultra
teetotallers, the little navy men and the
Irish cattle drivers, it was too disgusting
to be caught unawares by Mr. Keir
Hardie’s motley crew of ‘“socialisers.”

The cruelest cut of all was being be-
trayed by Ministers who up to the last
moment had denounced socialism. Sir
Robert Pcel took a sharp curve in 1846
when he suddenly abolished the Corn
Laws, but it was quite wide compared
with that of the Asquith-Haldane-
Grey and Morley combination when
they capitulated to the Lloyd-George-
Churchill minority in the cabinet.
Respectable, orthodox, churchwarden
Liberalism secretly abdicated in favor
of the New Liberalism whose concise
and businesslike motto is, “Wherever
you see money, go for it.”

And so poor John Bull, much to his
own surprise, got into the socialist
galerie and finds it very uncomfortable,
indeed. He never knows what is going
to happen to him next, for his new bed-
fellows are as restless as they are un-
scrupulous.

oF THE Present Uep-
HEAVAL.

SUDDENNESS

The revolution has been sprung on
him so suddenly and it has so many po-
litical and financial complications that

17
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no estimate can yet be formed of the
ultimate results. It portends momentous
changes, not only in the political but in
the industrial and financial life of the
nation. It is hardly less interesting for
foreigners than for ourselves, as the
whole scope of the international money
market may be affected by it. Prima
facie, any serious disturbance of the
framework of British finance must af-
fect, more or less, the financial arrange-
ments of every other country in the
world: above all others those of the
United States.

REeLATIONS OoF BRITISH AND AMERICAN
FINANCE.

Nowhere is the contrast between
British and American conditions more
sharply marked than in the prevailing
currents of their finance. That of the
United States always tends inward—it
is centripetal—while that of the United
Kingdom tends as persistently outward
—it is centrifugal. The Americans can
not get money enough from abroad to
assist in developing their domestic re-
sources. We, on the contrary, have so
little scope for domestic development
that we are always sending surplus cap-
ital abroad. In this respect we may
soon rival the French, who have become
a nation of investors and financiers.
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Thus for October, 1909, we have the
following dismal returns:

New CapitaL Issues Ocroser, 1909.

United Kingdom .............. £175,000
British Possessions ........... . 17,601,712
United States ................. 5,556,757
South America ................ 378,500
Other Foreign Countries ....... 517,826

Total .......ccvvviiveennnnen £14,229,795

Percentage of new capital intended
for home use, 1.281. The September
record was not quite so bad, the foreign
and colonial issues of that month hav-’
ing been relatively small, while the do-
mestic issues could not fall much lower
without vanishing altogether. The re-
spective totals were:

New CapitaL Issues SepreEMEER, 1909.

United Kingdom ............... £176,000

British Possessions ............. 1,465,766

United States ..................

South America ................. 1,265,000

Other Foreign Countries ........ 1,181,671
Total ..oovvrrieeniinnennnnnn. £4,088,437
This interesting question can be

studied in greater detail by analyzing
the full returns which appear month by
month in “The Economist.” The table
herewith gives a double classification of
them geographically and according to
their financial or commercial character:

New Issves, 1909.

February. March. April, May. June. Jul'y. August.
No. of co's.. 70 78 72 57 77 88 5
Total capital.£14,196,000 £15,697,000 £14,839,000 £1,215,000 £11,150,000 £14,002,000 £14,798,000
HOME—
Municipal .. 3 4 .. 2 4 2 3
Industrial .. 13 23 18 10 18 18 15
16 27 18 12 22 20 18
FOREIGN &
COLON'L.—
Government. 7 8 1 5 [ 7 8
Municipal .. 5 4 6 3 3 7 9
Industrial .. 24 18 33 25 39 33 29
36 30 45 33 48 47 46
Mines ...... 10 8 5 8 2 12 10
Miscellaneous 8 13 4 4 5 10 1

Month by month our new issucs of
capital show a dwindling percentage of
domestic business and a growing per-
centage of foreign and colonial finance.

AnNomavrous PoriticaL SITUATION.

Unfortunately for us this has become
a political question, and it has produced
a very strange alignment of parties.



BRITISH ECONOMIC AND

On one side the Conservatives and tariff
reformers assert that capital is being
driven from the country by socialistic
legislation. On the other side the Radi-
cals and Socialists stoutly deny that it
is; but in case the facts should ulti-
mately prove too strong for them they
put in a proviso that if capital should
be leaving the country it will be as well
employed there as at home. To the in-
veterate and incurable free trader
everything is for the best in the best of
all possible worlds; which, of course, is
a world without customs tariffs or dukes
or suffragettes.

For strcet-corner gramophone spout-
ers to talk that way is the natural order
of things. I have over and over again
heard them yell: “Let the capitalist
take himself off with his scraps of paper
and his schemes for sweating the work-
ingman. He will never be missed. We
shall be better off without him!”

But when such wild talk gets up into
the higher circles of politics it becomes
ominous. When we hear it echoed back
from the Cabinet itself the case becomes
serious. The Chancellor of the Ex-
chequer and the President of the Board
of Trade are not ashamed to put it into
rather more polite language and to use
it as a tag for their philippics against
the House of Lords and all other oppo-
nents of their Dick Turpin budget.
They do not always trouble even to im-
prove on the language of their street-
corner confederates. In his Limehouse,
and still more in his Newcastle speech,
Mr. Lloyd-George stooped not only
down to but below the average level of
Clerkenwell Green.

Nor is that the worst. The Prime
Minister himself has in his superior
special-pleading style ridiculed the
exodus of capital bogy, as he calls it,
American business men might take their
measure of him from that one fact if
there were no other. But all of them
who know anything of the City, either
from personal experience or at second-
hand, must be aware by this time that
there has not been for generations a
Prime Minister so little trusted or re-
spected in it as the present holder of the
office. His Chancellorship of the Ex-
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chequer under the late Sir Henry Camp-
bell-Bannerman was bad enough, but his
Premiership threatens to become a black
chapter in our financial history. Know-
ing nothing of finance himself, and be-
ing a mere forensic figurehead in his
own Government, he is powerless to con-
trol the revolutionary section of his
Cabinet.

Tue Artack UroN PROPERTY.

The twin tails which wag the dog are
undoubtedly Mr. Lloyd-George and Mr.
Winston Churchill. They may or may
not be socialists; that is a mere matter
of hair-splitting. The much more vital
and important question is whether they
are not at heart deliberate revolution-
ists. No other theory can account for
the furious and rabid demagogy which
they have suddenly introduced into the
hitherto polite and courteous procedure
of British politics. Their attacks on
property-owners in general and on ducal
owners in particular are in business cir-
cles considered an outrage on the best
traditions of our public life. Their
land-tax proposals are in themselves in-
nocent compared with the vulgar cru-
sade which was at once started to force
them through Parliament. The opposi-
tion to them was never once met fairly
and squarely as it would have been by
a Chancellor of the Exchequer of the
old school. It was immediately answered
with ridicule, reviling and personal
abuse. And the higher the social or
political position of the opponent the
thicker and dirtier the mud that was
thrown at him.

The most ominous peculiarity of the
Asquith Government is its absolute lack
of personal prestige. What little there
is is of the wrong sort and it rapidly in-
creases while the right sort diminishes.
Mr. Asquith himself has lost nearly all
that he ever had. He has allowed him-
self to be overshadowed by the dema-
gogic members of the Cabinet who are
every day rendering themselves more
obnoxious to the business interests of
the country. He never had any person-
al magnetism or platform gifts except
of the forensic kind. Those have wo-
fully failed him in the present crisis,
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and it only needed the grotesque perse-
cution of the suffragettes to complete
his humiliation. The finishing touch was
put to that at the Lord Mayor’s ban-
quet (November 9), when two enter-
prising suffragettes played on him the
most ingenious and irritating of their
knavish tricks. By smashing a hole in
one of the stained glass windows, close
to the ladies’ gallery, they scared the
whole assembly and cast a damper on
the banquet from which it never re-
covered.

CoMMERCIAL AFFAIRS DISTURBED.

Of course, no respectable citizen ap-
proves of these hooliganisms any more
than he would approve of the election-
eering tactics of the Government itself
—Lord Advocate Ure’s old-age pension
speeches in particular. If they were
ordinary politics there would be no oc-
casion to refer to them here, but they
are not mere politics. They have be-
come most disturbing and pernicious
elements in the commercial affairs of
the country. They are an essential part
of the revolutionary storm which Messrs.
Lloyd-George and Winston Churchill
are working up for their own personal
ends. Their crusade has already done
no end of damage in the City and is
exciting against them feelings of ex-
asperation quite unprecedented.

The Chancellor of the Exchequer has
given many and various causes of of-
fence. His egregious budget wasted six
months’ valuable time in the House of
Commons, and it is going to precipitate
a general election at a most inopportune
time. His doubling of the stamp duties
brought him, of course, into collision
with. the Stock Exchange. His Lime-
house and Newcastle speeches set every
banker against him with one distin-
guished exception. And now to crown
his sins, it is found that he has got the
public finances into a bad mess. This
ugly fact deserves special attention
abroad as well as at home, because it
may have a sinister influence on the
development of the monetary erisis.

Tue CoNpiTiOoN oF THE TREASURY.

The revenue returns up to November
6. vwhich have just reached me, disclose
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a worse condition of the Treasury than
has been known for years. The cash
balances are down to low water mark,
namely £3,182,000. Only imagine an
Imperial Exchequer being run on a cash
balance of fifteen million dollars!
Though a large portion of the new taxes
are already in operation, and have been
ever since the House of Commons
passed the resolutions authorizing
them, the revenue has gained only a
million and three-quarters in thirty-one
weeks. If the remainder of the year
does not improve very much on that re-
sult the total gain will not be more than
three millions, or hardly a fifth of the
additional revenue which the Chan-
cellor of the Exchequer started out to
raise.

Meanwhile he has been spending in
advance the extra revenue which he has
not received. For the thirty-one weeks
from April 1 to November G the total
issues out of the Exchequer were £91,-
627,000, as compared with £84,413,000
in the corresponding period last year.
Against £1,843,000 of increase in reve-
nue there is an increase of £7,214,000
in expenditures, or nearly four times as
much. Customs duties have produced
only £889,000 of the £2,645,000 in-
crease budgeted for. Excise, instead of
vielding more, has fallen heavily—from
£20,250,000 to £18,654,000. It is a
grim omen that the death duties are the
only branch of revenue that shows
clasticity. We appear to be living to a
large extent on dead men. Four or five
millionaire estates which came to book
in the early part of the financial year
have been a godsend to Mr. Lloyd-
George. Without them his death duties
might have been in almost as bad a
plight as his excise.

Still another bad omen is the slack-
ness of the income tax receipts. Not-
withstanding the extra 2d. on the £ and
the super tax of Gd. on the £, they
actually lag behind last year. The
total collected up to November 6 was
£5,880,000, against £6,484,000—a de-
crease of £604,000. In normal circum-
stances this might not have been very
alarming, as the last quarter of the
fiscal year (January to March) is the
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critical time for the income tax. It is
not uncommon to see a poor return up
to Christmas and a sharp improvement
afterwards. But the rule does not al-
ways hold good. A bad year produces
the worst effects after Christmas, just
as a prosperous year produces its best
effects then. Few will say that this has
been a good year, and if we are to have
a two-months electoral campaign to
finish up with, it will not have much
chance to retrieve itself before the end
of March :ext.

OLp-AGe PENsIONS.

The main cause of the heavy increase
in expenditure is, of course, the old-age
pensions. They have been in operation
since January 1 last, though practically
not a cent of the money has yet been
provided for them. This amazing fact
gives a fine ironical point to Lord Ad-
vocate Ure's bogy alarm that if the
budget should be defeated at the com-
ing election and tariff reform should be
put in its place the old-age pensions
will not be forthcoming. As they are
being paid now with borrowed money, it
would at the worst be only a question of
borrowing more in order to continue
paying them. Meanwhile the Govern-
ment programme for the election has a
large extension of old-age pensions on
its forefront.

Scvrperises oF FiscaL CaMPAIGNS.

Budget fights and fscal campaigns
are full of ironies. When they are over,
or, rather, when the combatants have
worn themselves out and are com-
pelled to take a rest, it is often found
that something has happened which
gives an entirely new turn to the course
of events. In American language, a
joker is discovered in the pack. The
joker in this case is that while the
House of Commons has been struggling
day and night over a financial scheme
which was to produce an additional
revenue of twelve millions sterling, the
actual reccipts have been running be-
hind at an alarming rate, and all at once
the Treasury is found to be in a perilous
condition. There is no precedent in its

recent history for the weak condition it
exhibits to-day.

FiNaNciAL S1tuaTiON SERIOUSLY AF-
FECTED.

This is a serious matter for the Gov-
ernment and for the politicians general-
ly. But not for them only. It is still
more serious for the Bank of England,
for Lombard Street, for the City, and
for the international money market. The
Treasury is an important factor in the
Bank of England’s position, especially
at a juncture like the present, when no
one has the slightest idea to what height
the bank rate may have to be screwed
up before the present crisis is tided
over. I purposely say “tided over,” be-
cause nowadays no financial crisis is
every thoroughly cured. It is simply
patched up or staved off for a few
months or years, as the casc may be.

If the Treasury had been in a normal
condition and its balances fairly high,
they would have materially assisted the
Bank of England in coping with the
present money squeeze, but being as
they are abnormally low, they will have
precisely the opposite effect. They will
be a drag on the financial and commer-
cial action of the bank and a source of
weakness to it. This circumstance may
be commended to the special attention
of New York financiers and still more
to that of high-fliers in Wall Street.
Not for many years has the Bank of
England had such a bad state of public
finance to contend with as it has at
present. This is so grave that it must
weigh with the directors in their future
deliberations with regard to the official
rate. It may frequently turn the scale
in favor of a fresh advance when a
strong Treasury position would have
turned it the other way.

Tue ComMERrcIAL QUTLOOK.

Passing from the political to the com-
mercial outlook, we find little change
for the better. All our staple indus-
tries have been marking time during
the year, some of them gaining a little
and others losing ground. Our iren and
steel industries have enjoyed a certain
amount of reflected prosperity from
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across the Atlantic. Our woolen trade
has bencfited from various special
causes—the new United States tariff,
the revival of trade in the Far East and
the continued prosperity of the Argen-
tine. Active developments have taken
place in our younger industries, notably
in rubber, motors, and Dreadnaughts.
Apropos of Dreadnaughts, shipbuilding
appears to have turned the corner again,
but our busiest county of all—Lanca-
shire—has been and still is the least
fortunate.

Both in our political and our eco-
nomic crises Lancashire is generally the
crux of the preblem. At election times
it has such a nasty trick of swinging
round unexpectedly that its verdict can
never be forecast with any certainty.
When it is prosperous and self-satisfied,
the chances are that it will go for free
trade. When it is in the dumps, as at
present, it will drop free trade and go
in for ultra-conservatism. It was in
Lancashire that the tariff reform cru-
sade of 1903 shipwrecked itself. All
went well until Mr. Chamberlain car-
ried his tariff war into Cobden terri-
tory. The result of the last general
election (1905) was a Conservative
landslide, which swept away the strong-
est wing of the party, and the Con-
servative leader along with it. If, as
there is reason to hope, that landslide
can be reversed and Lancashire brought
back to its Conservative allegiance, the
tariff battle would be won.

Not only political but economic
omens favor such a hope. In violent
contrast to the prosperity of 1905, Lan-
cashire is just now under a cloud. It is
suffering a very acutc attack of its peri-
odical calamity—a cotton corner. The
last one happened only five years ago,
and painful recollections of it still
linger in many a Lancashire home.
That was the Sully corner of 1904.
This new one threatens to be even worse,
for three if not four champion corner-
ers are said to be at the head of it.
What Mr. Patten does not know about
“making a market,” Mr. Gates will be
able to tell him, and against their com-
bined wits the cotton spinners, I am
afraid, have a poor chance. Their only

comfort is that ““the best laid schemes
of mice and men gang aft agley.”
Without the cotton corner, Lanca-
shire was having quite a bad enough
vear. Counting blindly on inexhausti-
ble supplies of raw material, it com-
pletely lost its head in its last boom—
the one which immediately followed the
break up of the Sully corner and lasted
till the Wall Street collapse in October,
1907. It is odd but true that the worst
of Lancashire’s troubles all come from
America. Whether it be a cotton corner
or a financial crisis, it is of American
origin. During the 1905 to 1907 boom
Lancashire had a fit of mill building.
Speculative  contractors, speculative
manufacturers of mill machinery and
equipment, speculative lawyers and their
speculative clients, speculative stock
brokers and their speculative clients,
speculative mill managers and foremen
and even speculative mill girls, all laid
their heads together and took a pot shot
at the thirty, forty-five and fifty per
cent. dividends which existing mills were
then paying. But before they could
run up their mill and rush in their ma-
chinery the boom played out and they
were stranded. Not only were immense
sums lost in these wildcat ventures but
the business of the old mills was spoiled.
So severe has been the reaction that
even without any corner this year’s re-
sults would have been exceptionally bad.
Of course the cotton spinners have
had good years or they would not be
able to get over the bad ones. From
1897 to 1907, inclusive, they not only
paid liberal dividends, but they built up
large reserves. Out of these the losses
of the two lean years, 1902 and 19083,
were made good, but the operation com-
pletely exhausted them. At the end of
the latter year (1903) the credit bal-
ances of the whole ninety spinning com-
panies had dropped to under £1,000.
The results of the current year will be
even worse. After paying double price
for raw cotton, running short time for
months on end, and selling their yarns
in a bad market, spinners cannot by any
amount of care or skill avoid heavy
losses. And next year there will be no
credit balances to draw upon. The
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losses will have to fall directly on the
capital of the spinning companies,
crippling them it may be for years to
come.

But this, it may be said, is an ex-
ceptional crisis. We grant that it is,
but it happens often enough to discount
very considerably the average results of
the trade. In the twenty years from
1884 to 1908 there were half a dozen
bad ones, in which not only were no
dividends earned but deficits were re-
ported to the amount of fully a quarter
million sterling (£266,766). The ag-
gregate profits in the fourteen pros-
perous years were £2,658,000, leaving
for the whole twenty years a net profit
of £2,391,000, or at the rate of £119,-
500 per annum. The average amount
of share capital engaged in the industry
between 1884 and 1903 may have been
three millions sterling, on which £119,-
500 per annum would be rather less
than four per cent. The dividends
actually paid by the companies on the
Oldham share list averaged for the
whole twenty years only £8.7.6 per cent.
If the weaving sheds did not make a
more generous return than the spinning
mills, the cotton industry as a whole
could hardly claim to have been very re-
munerative. No doubt large fortunes
have been made in it as was bound to
happen under such speculative condi-
tions. Even these, however, are becom-
ing less and less frequent, while they
are more and more liable to be offset by
heavy losses.

Lancashire is justly regarded as one
of the most active and progressive coun-
ties in Great Britain. On the surface it
also appears to be one of the most pros-
perous. Its income tax returns very prob-
ably rank next to those of London. But
behind all that may lurk a disquieting
doubt as to the adequate amount of
yield it obtains from the capital en-
gaged in its staple industry. Four per
cent. per annum would be a very poor
return on capital exposed to so many
risks and vicissitudes as the cotton trade
always has been and always will be sub-
ject to. Both for the manufacturer and
the operative it is full of uncertainties.
It is precarious in its supply of raw ma-

terial, in its labor conditions, in its fiscal
restrictions and in its foreign markets.
There is no commodity we produce
which is so much at the mercy of tariffs,

-and of international competition, to say

nothing of “corners” and ‘‘shipping
rings.” No branch of our foreign trade
is so erratic or fluctuates so rapidly. It
is overrun with the most perplexing
cross currents.

Lancashire resents the slightest sug-
gestion of cotton being an “exotic” in-
dustry, but the above facts prove it to be
exotic in a double sense. It is depen-
dent upon foreign producers for the
whole of its raw material, and on for-
eign markets for four-fifths of its con-
sumption. These two drawbacks put
Lancashire in an entively different posi-
tion to our other manufacturing dis-
tricts. Itis in a unique fiscal category
of its own. If any county in the
United Kingdom had an excuse for
sticking to free imports it is Lanca-
shire. For the very simple, business
reason that the seventy-three and one-
half millions sterling worth of cotton
goods it has to dispose of abroad are of
far greater consequence to it than the
seven and one-quarter millions sterling
it imports.

Import duties are of small importance
in Lancashire compared with the supply
of raw material. Now that the cotton
manufacturers have taken the latter
question seriously in hand, let us hope
that they may soon find some escape
from their present intolerable situa-
tion. Anything that a preferential
tariff could do for them is insignificant
compared with what they are at last do-
ing for themselves. They may be re-
proached with lukewarmness toward Mr.
Chamberlain, but their chief fault is
that they did not begin years ago the
campaign of self-help which they are
now starting at the eleventh hour.

Do what they may, however, they can
never make cotton anything else than
an “exotic”’ industry in this country. It
will always be a hard task for them to
Jjustify on any broad ground of national
interest or well being the sacrifice, in
1846, of corn growing to cotton manu-
facturing. Undoubtedly there are tens
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of thousands of factory hands who
would to-day be healthier, happier, and
better off if they had stuck to the soil
as their fathers did. They might not
have been able to spend twenty or thirty
pounds on a seaside holiday, but they
would at least have been safe from cot-
ton famines, American “‘corners,” short
time, and short commons.

Tue Fisca. RErorM MOVEMENT.

For American and also Canadian
readers the most interesting question
likely to arisc out of these economic and
political troubles of the old country
will be how they are likely to affect
the fiscal reform movement. Will
they stimulate o» retard it? A few
days’ observation of public meetings
and discussions in the press will furnish
a conclusive answer to that question.
That Cobdenite frec trade is on its last
legs, not even the people who continue
to call themselves free traders will dis-
pute. The real issue now is, how much
or how little of it are they going to have
to give up. Their own policy, as em-
bodied in Mr. Lloyd-George’s budget,
is almost as far removed from the free
trade of 1846 as tariff reform is. We
arc now striking deeper issues than
either of these.

To all appearance we are on the eve
of a revolution in our ideals of indus-
trial life. For more than half a cen-
tury we have cherished with very little
reflection or eriticism ideals which arose
out of circumstances entirely different
from those of to-day. Produced as they
were by a violent reaction against fiscal
restrictions imposed on food and raw
materials alike, they rushed to the op-
posite extreme and sct up the worship
of cheapness. Since they came into
vogue the greatest industry has been
the one which could produce a given
article at the lowest possible price. A
new political economy was created with
minimum cost of production as its cor-
ner-stone.  Cheap food, cheap labor,
cheap transportation, cheap government,
were all expected to contribute to the
cheapening of production. Then all
that remained to be done was to find

open markets throughout the world for
these cheap products.

That ideal of industrial life ruled
England for fully half a century. But
its hold has of late been weakening. A
moral revolt against it has begun, and
though as yet vague and incoherent, it
is steadily gathering strength. This
moral revolt was one of the invisible and
unsuspected forces which gave to Mr.
Chamberlain’s fiscal crusade its marvel-
lous impetus. In the fiscal question by
itself there is nothing to excite popular
enthusiasm. The details of our foreign
trade and the technicalities of customs
duties have no intrinsic fascination. Of
the thousands who have struggled with
them, not one in a hundred has mastered
even their rudiments. The popular in-
terest which they have maintained for
vears in succession must therefore find
some other explanation. Some senti-
ment hitherto latent in the public mind
must have caught fire from Mr. Cham-
berlain’s - appeal. Otherwise doctrines
which for a whole generation had been
falling on deaf cars could not have sud-
denly roused the nation to fever heat.
Reaction against cheapness as the chief
ideal of industrial life may well be such
a sentiment.

NEw InpusTrIAL IDEAS.

The new political economy to which
we are slowly and almost unconsciously
advancing is founded on the principle
that there are higher standards of in-
dustrial success than the minimum cost
of production. In a country with nearly
forty-five millions of inhabitants, crowd-
ed together on two comparatively small
islands, public health has to be thought
of even before cheap food and clothes.
Fresh air is even more important than
the big loaf. As these truths come to
be fully realized, our staple industries
are no longer judged merely by the
profits they carn. Their sanitary con-
ditions are also considered, and a
healthy industry which pays only mod-
erately well is preferred to an un-
healthy one which is more lucrative.

Where as in these islands there are
between fourteen and fifteen millions
of workers, male and female, their well
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being has now to be as much regarded as
the cost of the goods they produce. Their
homes, their families, their physical and
moral conditions, their efficiency as
workmen, their earning power, the regu-
larity or otherwise of their employment;
in a word, their means of living useful,
productive lives will all be taken into
account in judging the relative values
of their respective trades. One which
surrounds itself with sober, healthy and
industrious workpeople will stand better
with the public than one which draws
its labor from the slums.

Apvance oF ‘“HumaNiTArRiIAN SociaL-
1sM.”’

In the atove sense the British public
have become strongly socialistic. Hu-
manitarian socialism is beginning to
pervade our churches, our municipal
services and even our joint stock com-
panies. To that kind of socialism no
thoughtful person has any objection.
The only question is how to carry it out
wisely and prudently. It is the human-
itarian and Christian socialists who
strenuously oppose the proletarian sort
which is the special brand of our trade
unionists and labor members of Parlia-
ment. The latter have so far fought
simply and solely for their own hand.
A more barc-faced and persistent set of
class monopolists never got into a Leg-
islature than we have now in the House
of Commons. They initiate nothing,
support nothing and tolerate nothing
which is not altogether in the interests
of labor.

They do not even act for their own
class as a whole. They have formed
within it a select and privileged caste,
numbering about a sixth of the total
number, which gets all the parliament-
ary sops and the industrial advantages.
The Independent Labor Party and the
trade unionists between them own the
labor vote, but they represent in reality
less than two millions out of fourteen
million wagec-earners.  They exploit
the other twelve millions by talking to
them socialism of the rankest and hot-
test brand. This game succeeded ad-
mirably at the last general election, and

it is expected to succeed still better in
the coming election. But like the ver-
dict of Lancashire, that is one of the
tantalising uncertainties in the outlook.

A LiveLy YEAR AHEAD.

Altogether the British public have a
lively year before them in 1910. For
the Asquith Cabinet, it is to be a life
and death crisis. For Mr. Balfour and
his tariff reformers, it is to be a chance
to retrieve the disaster of 1905. For
the socialists, it is to be a golden oppor-
tunity to capture more of the labor
vote, and thereby to strengthen their
hold on the House of Commons. For
the British employer, it is to be a time
of fear and trembling—a fateful year,
which is either to deliver him from the
socialist yoke of Mr. Lloyd-George or
to fix it more firmly upon him. For the
City, it is to be a year of great anxiety
and suspense, ending, it is to be hoped,
in a general restoration of confidence.
For the London banks, it is to be a year
of good dividends and dignified discus-
sions about gold reserves. For the in-
ternational money market, it is to be a
vear of keen competition for gold and
possibly of reduced credit creations.
Whatever else may happen, it is to be a
vear of bracing up for John Bull. He
is at last realizing how slack and flabby
he has been of late and how much
ground he has lost through it in the
markets of the world. Do not be sur-
prised if he makes a desperate cffort to
retrieve himself. And wish him well if
he should, for there is no one else ready
vet to fill his place among the nations.

PRACTICAL BANKING CONTRI-
BUTIONS WANTED.

HELPI"UL articles relating to the every-
day work of banks, savings banks
and trust companies are desired for publi-
cation in Txe BaNkers MacaziNe.

Short, bright paragraphs, telling in a clear
and interesting way of some of the methods,
systems and ideas employed in the most
progressive banks of the country, will be
especially welcome.

Contributions accepted by the editor will
be paid for on publication.



THE UNITED STATES TREASURY.

By William Henry Smith.

T HE greatest banking institution in

the world is the United States
Treasury. Originally it was not intend-
ed or designed to act in a banking ca-
pacity, but circumstances arose about
fifty years ago which brought about a
change of policy and to-day the Treas-
ury may be called the great reserve
bank of the nation. When money grows
tight in Wall Street, or is needed in the
agricultural sections to move the crops,
the bankers turn to the Secretary of
the Treasury, and he opens his vault
doors, and pours out his hoarded gold
by the millions.

As originally designed the Treasury
Department was simply to be the fiscal
agent of the Government to collect the
revenue and disburse it in discharge of
the Government’s obligations or to pay
the current expenses.

In this article it is not designed to
discuss the question as to whether the
circumstances justified the change, or
whether the policies adopted are finan-
cially sound. On both of these ques-
tions there always has been, and always
will be, a diversity of opinion. Some
eminent financiers hold the policy which
now governs to be both wise and pru-
dent, while others, on the contrary, look
at it as dangerous in the extreme, and
believe that, sooner or later, it will lead
to ‘disaster.

ORrIiGIN AND GROWTH OF THE DEPART-
MENT.

The design of this article is to give
a brief sketch of the origin and growth
of the Dcpartment, from the time when
Alexander Hamilton, with four subor-
dinate officers and less than a dozen
clerks, composed the entire working
force at the capital of the nation, to
the present, when a small regiment of
officials and about eight thousand clerks
and other employees are required in
Washington alone, while throughout the
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country are scattered more than twenty
thousand persons whose names are on
the payroll of the Department. Of
those in Washington about one-half are
employed in the active work of the De-
partment and the other half in the
Bureau of Printing and Engraving,
busy making paper money or printing
bonds, and other securities of the Gov-
ernment, and making revenue stamps.
It will be readily seen, from the figures
given, that the Treasury Department,
in numbers employed, has grown much
faster than the country has grown in
population.

Although the details of collecting
customs duties are identically the same
to-day as those promulgated by Oliver
Wolcott, when he was Secretary of the
Treasury in the Administration of
President John Adams, the methods of
transacting business in the other
branches of the service have been very
materially changed within the last few
vears. There was a time when the pol-
icy of the Government seemed to be to
put off the settlement of a claim just
as long as possible, and many claims
grew grey with years, and musty from
long confinement in the Treasury
pigcon-holes before they were settled;
but now there is a disposition to be rea-
sonably prompt in acting upon a claim
when it has been filed.

Formerly it was the rule to pass only
on the specific matter set up in a claim,
leaving the claimant, if later he thought
something else was due him, to file a
claim for that. For instance, if a sol-
dier or army officer filed a claim for
commutation rations, that, and that
only, was passed upon, although the
Treasury officials might find there was
also due, clothing, travel pay, or even
salary; but now, if he files a claim for
commutation of rations the entire rec-
ords"are scarched, and if any amount is
due him on any other account it is al-
lowed.
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These changes in methods have been
brought about during late years. They
are sound in principle and save a vast
amount of labor for the clerical force
of the Department.

While on this branch of the subject,
as an exemplification of the rapidity
with which claims are now adjudicated,
it may be mentioned that some two or
three vears ago Congress by a new law
dumped on the Auditor for the War
Department, between the months of
July and December, nearly 250,000
claims. Within less than eighteen
months more than 200,000 of them
were examined and adjudicated, and
this in addition to the claims filed daily
in the regular order of business.

When the united Colonies broke away
from their allegiance to King George
they found one of their most pressing
needs to be a Treasury Department, or
fiscal agency, to collect a revenue with
which to meet the expenses incurred by
the war.  Armies could not be main-
tained in the field without some means
of paying for their subsistence at least.
The provisional Government of the Col-
onies was almost wholly without power
of procuring a revenue, and the Treas-
ury Department was more for the pur-
pose of keeping the accounts than the
collecting of a revenue. In fact, it was
a Treasurer, more than anything else,
that was needed, one to care for and
handle what money was obtained by
loans or from other sources, and about
three weeks after the adoption of the
Declaration of Independence a law was
enacted for the selection of a Treas-
urer, and prescribing his duties. It was
a rather crude law, made for the occa-
sion, but it furnished the precedent for
the later law establishing a Treasury
Department. Under that law Michael
Hillegas and George Clymer were ap-
pointed joint Treasurers with a salary
of $500 annually. They performed
their duties so acceptably that the next
year the salary was increased to $800.
Hillegas served until the close of the
Revolutionary War. Providing for a
Treasurer was soon followed by the ap-
pointment of an Auditor General, and
in November, 1778, Jonathan Trum-

bull, Jr., was made Comptroller at a
salary of $4,000.

Morris MADE SUPERINTEND-
ENT oF FINANCE.

RoBERT

The need of money increased with
each year, and the Continental Congress
was put to its wits’ end to raise the
funds necessary to meet the growing
demands of the army. The office of
Superintendent of Finance was estab-
lished, and Robert Morris was selected
for that important and trying position.
What he accomplished, how he did not
spare his cwn Tortune nor the fortunes
of his friends, are matters recorded in
the political history of the country. He
was in reality a “Finance Minister” in
the sense of that term in Europe. In
those days, on the Continent of Eu-
rope, a Finance Minister was not mere-
ly a fiscal agent, but his duties were to
discover plans or schemes for raising a
revenue, and as the only means resorted
to were loans or taxation, the Finance
Minister who could discover the more
objects on which a tax could be levied
was regarded as the ablest.

Morris, when made Superintendent
of Finance, did not become either the
collector of the revenue or the disburs-
ing officer of the Government; but as he
had displayed great financial ability in
his own private business, it was believed
that same ability would enable him to
secure money for the needs of Con-
gress, and that confidence was not mis-
placed.

Jealousies were the bane of the Rev-
olution, and frequently thwarted the
best and wisest efforts of the really
patriotic. Morris had these jealousies
to contend with. The Colonies, al-
though united as against Great Britain,
were divided into three hostile camps,
each jealous of the other, and each de-
manding a share in everything. Morris
was able, while the war continued, to
fight down this jealousy; but when
peace came, then the New England
camp and the Southern camp demanded
a representation in the control of the
finances, and these demands had to be
complied with, for in colonial politics
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compromises were unknown between
sections. So it came aboct that a triple-
headed financial ministry was organ-
ized, and between the ministers the
same sectional jealousies existed as had
at first forced their appointment, so the
country’s finances went from bad to
worse until the situation became intol-
erable. No one appeared to have any
reasonable or practicable scheme for
the raising of a revenue that would
meet the requirements.

United States Treasury Building, 184. From an old woodcut.

At last, in 17806, after discussing the
situation for scveral days, Congress
passed a resolution declaring that a
crisis had come in the financial affairs
of the nation, and that it was impos-
sible, under the present powers of Con-
gress, to raise sufficient revenue to meet
current expenses. Under the Articles
of Confederation, Congress had no con-
trol over commerce and could only ob-
tain a revenue by making requisitions
upon the States. It had no power to
enforce such requisitions, and if a State

P -

failed or refused, Congress could do
nothing. It was a gloomy time, and the
wisest saw nothing in the future but a
disintegration of the confederacy and
the relegation of the Colonies back into
thirteen independent sovcreignties.

HamiLToN’s FiNaANcIAL GENIUS.

It is well that'by the ordination of
Providence every crisis in the affairs
of nations brings forth the right man

Burned by the British, 1814.

to lead. The crisis of 1786 and the
gloomy resolution of Congress brought
forward Alexander Hamilton. He was
the only real constructive genius of his
time; the one whose brain grasped the
whole situation, and who saw in ad-
vance the appropriate remedy. Others
with him saw the necessity of a stronger
central Government, but he saw how
that Government was to be formed and
also saw the whole scheme of raising
abundant revenues. At his suggestion
Congress recommended to the States
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the laying of a five per cent. impost on
importations. = The suggestion was
adopted by Congress, but some of the
States would not agree to it.

CreATION OoF THE TRrREAsUry DEPART-
MENT.

At last, through the efforts of Ham-
ilton, Madison, Washington and others,
a meeting at Annapolis was held which
resulted in the convention at Philadel-
phia and the formation of a Constitu-
tion for “a more perfect union.” It was
Hamilton’s guiding mind that placed in
that Constitution the plan of giving
Congress control over commerce with
power to levy customs duties, the key
to the whole financial situation. The
Constitution was ratified by a sufficient
number of the States, Washington was
elected President, and the new Con-
gress met in New York, March 4, 1789.
Here was a new Government without
any of the administrative departments
necessary to carry on the work of gov-
erning; but Congress, still filled with
that sectional jealousy which had been
the bane of the old Congress, subordi-
nated everything to the one question of
determining on the permanent seat of
government. Hardly a subject could be
proposed that the vote on it was not de-
termined along the permanent capital-
site line. The new Government had no
funds; it had the power to raise a reve-
nue, but would not provide the machin-
ery by which that power was to be ex-
ercised, so, amid wrangling and bitter-
ness, matters drifted along until Sep-
tember, when finally an act was passed
for the organization of a Treasury De-
partment, which should consist of a
Secretary who should be the head of
the Department, a Comptroller, an
Auditor, a Treasurer, a Register, and
an Assistant to the Seccretary.

HamirtoN AproiNnTED THE FIRsT SEC-
RETARY.

Now came the momentous question of
selecting the man to head this impor-
tant Department, more important then
than at any future time, for a Secre-
tary was needed who would not be

alone the administrative head of the
Department, but who would be in fact
a Minister of Finance, who could evolve
a scheme whereby a revenue could be
had sufficient for all requirements and
without burdening the people already
struggling under the weight entailed
by eight years of war. Oliver Wolcott,
Jr., who had been connected with the
old Colonial Treasury system, and who
had some reputation as a financier, was
an open candidate for the place, but
Washington was one who always moved
slowly. There was one man in whose
financial ability and wisdom the new
President had the supremest confidence,
and he turned to Robert Morris for
counsel in his dilemma. It is highly
probable he had hoped that Morris
would himself accept the trying place,
and it may be he offered him the posi-
tion, but Morris promptly declared
there was but one man in the nation
equal to the task, and that was Alex-
ander Hamilton. Morris declared that
Hamilton was the greatest financial
authority in the country, and if Con-
gress would follow his suggestions, the
country would become rich and pros-
perous. Hamilton had been on Wash-
ington’s staff a part of the time during
the war, but had been rather summarily
relicved from duty. Washington knew
him as an able publicist, and recognized
that his defense of the Constitution had
had much to do with securing its ratifi-
cation, but had not recognized his finan-
cial knowledge or ability; so the coun-
try is indebted to Robert Morris for
securing to its service the man acknowl-
edged to have been onc of the less than
half a dozen really great Ministers of
Finance the world has known.
Hamilton was appointed, and as
Webster so aptly and eloquently said:
“He smote the rock of the national re-
sources, and abundant streams of reve-
nuc gushed forth. He touched the dead
corpse of Public Credit, and it sprung
upon its feet.” With Hamilton, Wol-
cott was appointed Auditor; Nicholas
English, Comptroller; Samuel Mere-
dith, Treasurer, and Joseph Nourse,
Register. Mr. Nourse served as Reg-
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ister nearly forty years. Thus the
Treasury Department was formed.

EArLy DiFFicULTIES OF THE DEPART-
MENT.

Hamilton found the Treasury empty,
the new nation without credit, and
without a scheme for raising a revenue.
He found it also heavily burdened with
debt, having inherited the debts of the
old Colonial Congress, as well as those
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not be made responsible! The domes-
tic debt was almost wholly in the hands
of the speculators who had bought in
the evidences at a heavy discount. To
pay them the price they paid with in-
terest, was enough, so thought and said
the wise men in Congress. But Ham-
ilton urged that the nation to be pros-
perous must have credit; to be rich the
people must be prosperous; to declare
its intention to pay its entire debt dol-

Treasury Building Erected 1835-'40. State Department Building on Right.

of the Confederation. The first propo-
sition of the new Minister of Finance
to Congress was so bold and daring,
that many thought him insane, or at
least a visionary. His proposition was
that Congress should declare that the
public debt, foreign and domestic,
should be paid dollar for dollar, and
that the Federal Government assume
the war debts of the States. The first
of the two was startling enough, but
the second stamped him as a visionary.
A new nation, without money, without
revenue, without credit on which to ob-
tain money, already loaded down with
debt, to assume an obligation to pay
millions for which it was not and could

lar for dollar would establish its credit.
He argued it was not only honest to
pay dollar for dollar, but that he could
readily produce a revenue that would
be amply sufficient.

To obtain the needed revenue it was
necessary to make the people prosper-
ous. He remembered, no doubt, the
course of that other great Minister of
Finance, Colbert, who took an impov-
crished and war-stricken nation, and by
giving aid and encouragement to the
industries of his country, in the course
of a very few years made it again the
richest and most prosperous in the
world. What a Minister of Finance
Louis XIV. had! He was a construc-
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tive statesman, a creative genius, and
Alexander Hamilton was the American
Colbert.

Hamilton prevailed, the payment of
the debt was promised, the obligations
of the several States assumed. He had
“touched the dead corpse of Public
Credit, and it sprung to its feet.” Then
“he smote the rock of the national re-
sources.” A schedule of customs du-
ties, planned to produce revenue and at
the same time encourage American in-
dustries, was adopted, and the debts
were paid without trouble, without dis-
tressing the people. All this was one
hundred and twenty years ago, and that
scheme of customs duties still prevails.

Hamilton started the Government on
the high road to prosperity, and when
we have walked in his footsteps we
have been prosperous and the revenues
have been abundant; when we have
strayed away from his line troubles and
disasters have come. It is not intended
to follow Hamilton nor any of his suc-
cessors through the whole course of
their administration, but to dwell only
long enough at the important points to
mark the results.

Four GrEaT EpocHs IN THE DEPART-
MENT’s HisTory.

The Treasury Department has had
four great epochs in its history. First,
when Alexander Hamilton was made
Secretary ; second, when Roger B. Tan-
ey, at the behest of President Jackson,
arbitrarily departed from the law and
the practice -as to the custody of the
public money, resulting later in a finan-
cial panic that closed the doors of near-
ly every bank in the country, and still
later brought about the establishment
of the present sub-Treasury scheme.
The third was under Salmon P. Chase,
when, for the first time in its history,
the Government went into the banking
business, and the fourth was when John
Sherman, with an iron will and the sa-
gacity of a prudent statesman, brought
about the resumption of specie pay-
ments. All intermediate events were
but secondary, calling for but little
comment from the historian. Mr. Jef-
ferson, in his party zeal and strong dis-

like of Hamilton, sought to make an
epoch in the history of the Department,
but his efforts failed, as will be shown
when the administration of Albert Gal-
latin is considered.

RETIREMENT FROM THE
SECRETARYSHIP.

HaMmiLToN’s

It is not necessary to go into the his-
tory of the causes which brought about
the retirement of Mr. Hamilton from
the Treasury Department, more than to
say that the eighteenth century had its
“muckrakers,” and that they are not a
product of the twentieth century. Be-
fore he retired, however, he had plant-
ed his principles of finance and had
grafted them on the public service so
that we have the main points with us
to this day. He was followed in the
Secretaryship by Oliver Wolcott, Jr.,
who had his first financial lessons under
the Confederation, and during the ad-
ministration of Hamilton, first as Aud-
itor and then as Comptroller. He was
not a constructive statesman like Ham-
ilton, but was a master of detail, and
he was the author of the scheme for the
collection of customs duties and inter-
nal taxes, and so perfectly was the
scheme formulated that to this day
there has been little or no change.

Unfortunately for the temporary
reputation of Mr. Wolcott, the building
occupied by the Treasury Department
was destroyed by fire only a few days

*after his retirement from the office of

Secretary, and before he had removed
his private papers from the building.
This gave his enemies the opportunity
to charge, by inuendo, if not openly,
that he had caused the fire for the pur-
pose of destroying all evidence against
himself and his predecessor of frauds
against the Treasury.

Tue First TrEAsurRY BuiLping.

It will be remembered that Hamilton
won the assumption of the debts of the
States by agreeing to give the banks
of the Potomac the permanent seat of
the Government. It was determined to
build a new city in the wilderness, and
while that city was in process of being
made ready for the officers of the Gov-
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ernment it had a temporary habitation
first at New York and then at Phila-
delphia. Among the first buildings
erected for public use in the embryo
city on the Potomac was a small wooden
structure designed for the use of the
Treasury Department. It was located
on the corner of Fifteenth and Penn-
sylvania avenue, not far away from
the President’s house. It was de-
signed that all the administrative de-

Treasury Building, lé”.

partments should be in the immediate
vicinity of the White House. This new
home for the Treasury Department was
an unpretentious structure, two stories
high, containing some cight rooms. It
was designed by George Hatfield, an
English architect, and, perhaps, was
fairly well suited for the purpose for
which it was intended. The Sccretary’s
room was in the second story.

The Government was moved to
Washington from Philadelphia in the
summer of 1800. It was at a period of
the most intense political excitement the
country had known up to that time.
Jefferson and Burr, the leaders of the
opponents of the Federalists, received a

THE BANKERS MAGAZINE.

majority of the electoral votes, but as
it was a tie between them the election
was thrown into the House of Repre-
sentatives. There, after a protracted
struggle, in which the bitterness was
increased, Jefferson was declared a
winner. In December of that year Mr.
Wolcott resigned from the cabinet, and
Samuel Dexter, Secretary of War, was
placed at the head of the Treasury De-
partment as Secretary ad interim.

South and West Fronts.

On January 20, 1801, a fire was dis-
covered in a room near that used as the
office of the secretary. It was a wooden
building, and as there was no fire de-
partment, and water was ‘scarce, the
only supply being obtained from one or
two wells in the vicinity, the building
was destroyed. One of the employes
appeared to be cxceedingly officious in
disseminating the story that while the
fire was burning he noticed Mr. Wolcott
loading a cart with papers he had
brought from one of the rooms, and that
when he asked for orders the secretary
curtly told him he had none to give, as
he was no longer secretary. This story
got into the papers, and soon was sent
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broadcast over the country. A commit-
tee of Congress was appointed to make
an investigation, the committee com-
pletely exonerating Mr. Wolcott, find-
ing that the papers he removed were his
own personal property and had nothing
to do with his official acts. Only a few
nights before the Treasury building was
destroyed that of the War Department
had been burned, and political rancor
was quick to seize upon these two acci-
dents, coming so close together and so
near the end of an Administration, as
being indicative of great frauds which
it was necessary to conceal. It is pro-
per to say that an investigation dis-
closed that no very important docu-
ments were lost by either conflagration.
The most important were some con-
nected with the General Land Office,
which was under the jurisdiction of the
Treasury Department. When Virginia
ceded the territory northwest of the
Ohio River to the general Government,
it was necessary to establish a land
office; and as a goodly part of the reve-
nue of the Government was expected to
come from this source, it was made a
part of the Treasury Department.
During its history the Treasury De-
partment was twice afterward destroyed
by fire. To replace the wooden build-
ing burned in January, Congress au-
thorized the erection of one after a
more pretentious style. This was a
brick structure, the plans being drawn
by Mr. Joseph Nourse, who was Reg-
ister of the Department. It cost, com-
pleted, $12,000. It was fairly well
suited for the purpose, and was pro-
vided with a brick vault in which to
keep the most valuable documents. In
August, 1814, the British entered
Washington, and this, with other public
buildings, was destroyed, but in antici-
pation of that unfriendly visit nearly
all the records had been conveyed to
Leesburg, Virginia. For two or three
vears the Department occupied tempo-
rary quarters until a new building could
be provided. This was much larger
than the one destroyed. The country
had grown rapidly, and even before the
destruction by fire the nee® of larger
quarters had been felt, and some efforts
3
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had been made to induce Congress to
make an appropriation for an addition
to the building.

The new building was ready for oc-
cupancy in 1817, and it stood until May,
1833, when fire once more left the De-
partment without a home. By this fire
nearly the whole of the correspondence
of the secretary from the first organiza-
tion of the Department was lost. It was
believed at the time the fire was the
work of an incendiary. An investiga-
tion was made by order of President
Jackson, conducted by the Secretary of
the Treasury, Secretary of State and

“Attorney General, but no definite con-
clusion was reached as to the origin of
the fire.

After this fire the Department rented
a building occupied by one William
Cox as a residence and liquor store.
Out of this circumstance grew an amus-
ing petition to Congress a year or two
later. In his petition Cox set forth that
to give the Government possession ‘he
removed at an immense sacrifice, ex-
pense and breakage, and in such a hurry
and confusion” that his loss was very
great; that “having to occupy three dif-
ferent buildings his liquors and wines
were all shaken up, and rendered en-
tirely unsalable.” He also related how
at one time the rains fell so heavily that
the water to a depth of three feet got
into the cellar where his liquors and
wines were stored and watered his stock
without his permission, and to such an
extent as to cause him great loss, and
at another time how ‘““a heavy blow and
rain” caused the shelving in his store-
room to fall, whereby his most costly
Maderia was destroyed. Misfortune
seems to have followed Mr. Cox, for his
petition relates how one night thieves
entered his store and robbed his till of
$78. For all these losses, together with
the trouble and expense entailed on him
in his frequent movings, he asked to be
reimbursed.

BEGINNINGs OF THE PRESENT BuILDpING.

It was not until 1836 that Congress
authorized the construction of a new
building, and there was much wrangling
over deciding on a site. It was pro-
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posed to put a clause in the bill provid-
ing that the site selected should be such
as not to obstruct the view along the
avenue from the Capitol to the White
House. Just at that time a war was
going on between the two houses of
Congress and the President, and it may
be the Congressmen wanted to have it so
they could watch the White Hoyse from

the future. Since that time three large
wings have been added, and yet the De-
partment has been compelled to pur-
chase two other large buildings, and
rent some two or three more, and is
still crowded for room, and this, too,
after several bureaus have been taken
away from it and placed under other
departments.

Placing a Column on West Front of the Treasury, 1861.

their end of the avenue. The clause was
not put in the bill, but it was under-
stood as being the desire of Congress
that the avenue view should be left un-
obstructed. The bill provided an ap-
propriation of $100,000, and the build-
ing was to be made as nearly fireproof
as possible. There was much contention
in Congress over this large appropria-
tion and many members wondered what
would be the need of so large a build-
ing, and it was frequently predicted
that the proposed building would be
large enough for a hundred years to
come. How little those men saw into

After the appropriation was made
there was considerable delay in select-
ing a site. The story goes that Presi-
dent Jackson got tired of the delay, and
one morning walked out in his nervous,
impatient way, sent for the architect,
and then sticking his cane in the ground,
said: ‘“‘Put the cornerstone there, sir;
put it there!” Whether this tradition
be true or not, certain it is that when
Congress inquired of him why he placed
the building on that site the architect
replied that he did so by the positive
orders of the President. The work of
building procceded so slowly that after
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awhile Congress grew impatient, and
the selection of the site once more came
into question. A committee condemned
the plan, the material and the site, set-
ting up that the material was not fire-
proof, and that if the building was con-
tinued on the present plan it would
necessitate the tearing down of the
building occupied by the State Depart-
ment, and recommended that the work
be stopped, the building torn down and
the material used for the erection of a
new building for the Postoffice Depart-
ment, which also had been burned. The
recommendations of the committee were
not concurred in, and work was re-
sumed. By 1842 the building was com-
pleted at a cost of $660,773.

The country continued to grow, and
with it the demands for an increased
Treasury Department. By 1865 it had
grown out of the quarters that twenty
vears before were thought large enough
to answer for a hundred years, and Con-
gress ordered the erection of three new
wings, one on the south end and an-
other on the north, and one on the west
side, and appropriated $300,000 to be-
gin the work on the south wing, which
was completed in 1861. The war came,
and all further work was stopped until
1864 when the building of the west
wing was commenced. In 1866 the
State Department was moved and its
building torn down, to make way for
the north wing, which was commenced
the following year, and completed in
1869. By this time the cost of the
building had reached $6,127,465. Since
then several hundred thousand dollars
have been expended in improvements.
Hundreds of tons of important archives
belonging to the Department are at
present stored in buildings which are
veritable fire-traps, and yet Congress
hesitates to put up a fire-proof building
for these valuable records. In the
vaults of the building are stored millions
of gold and silver and paper money,
and other millions of what is known as
“emergency currency,”’ waiting the time
when there comes a tightness in the
money market and the banks call for
relief.

When the Department was first or-

ganized it consisted of a Secretary, an
Assistant to the Secretary, one Auditor,
a Comptroller, a Register and a Treas-
urer. The official force now consists of
a Secretary, three Assistant Secretaries,
six Auditors, a Comptroller and an as-
sistant, a Register, a Treasurer, an
Assistant Treasurer, a Deputy Assist-
ant Treasurer, appointed by the Treas-
urer, a Commissioner of In‘ernal Reve-
nue, a Director of the Mint, a Comp-
troller of the Currency with two assist-
ants, one appointed by the President
and one by the Secretary, and a Gen-
cral Superintendent of Life Saving
Service.
(To be continued.)

IRRIGATION IN MEXICO.

N a recent report Consul Clarence A.
Miller, of Matamoros, calls attention to
the operations of an irrigation com-

pany which has undertaken the improve-
ment and settlement of a vast tract of
land lying in the lower Rio Grande and
San Juan valleys, and points out the great
opportunities offered to American manu-
facturers and merchants by the develop-
ment of this near-by Mexican territory.
He says:

“The company owns some 2,000,000 atres
in northern Tamaulipas, bordering on the
Rio Grarde and San Juan rivers, and has
received a subsidy of about $6,000,000 gold
from the Mexican government to be used
in the development of this tract and for
the establishment of irrigation plants and
the purchase of machinery. By the terms
of its concession the company is bound,
first, to irrigate a tract of 250,000 acres
on the Rio Grande, and afterwards another
tract of 350,000 acres on the San Juan, to
furnish thirty inches of water yearly for
each acre, and within the next five years
to place 12,000 families on the land.

“To solve the problem of settlers, a col-
onization company has been formed, which
agrees to supply a given number of fami-
lies each year from Europe, and families
may even be brought from China and Japan
to be placed on land that lies more than
60 miles from the American border. The
immigrants will be permitted to settle in
the tract without a cash payment, and will
be allowed to pay for the land out of
profits made from it. The probable cost to
such settlers will be about $50 gold per
acre, a price which is much lower than that
now brought by land on the Texas side of
the river.”



BANKING AND COMMERCIAL

Conducted by John J. Crawford, Esq.,
Author Uniform Negotiable Instruments Act.

IMPORTANT LEGAL DECISIONS OF INTEREST
TO BANKERS.

All the latest decisions affecting bankers rendered by the United States courts and State courts
of last resort will be found in the Magazine’s Law Department as early as obtainable.

Attention is also directed to the
this Department.

FALSE ENTRY—NOTE GIVEN TO
INCREASE BANK’S ASSETS.

HAYES vs. UNITED STATES.

U. 8. CIRCUIT COURT OF APPEALS, EIGHTH
CIRCUIT, MARCH 17, 1909.

If the officers of a national bank should
procure a note to be given to the bank
by an irresponsible person, for the pur-
pose of apparently, but not really, mag-
nifying the bank’s assets, and should there-
after make an entry in a report required
by law to be made to the Comptroller of the
Currency, including such note as a bona
fide asset of the bank, with intent to de-
ceive the Comptroller, this would be a false
entry within the meaning of the national
bank act.

But where the maker of the note is a
responsible person and the bank may en-
force the same against him, the mere fact
that he made the same without considera-
tion and for the purpose of preventing an
impairment of the capital stock of the
bank docs not make the entry a false one.

BEFORE Apawms, Circuit Judge, and

RiNer and Ammon, District
Judges.
Apams, Circuit Judge: Defendant

Hayes was charged in the indictment
with having violated the provisions of
section 5209 Rev. St. (U. S. Corp. St.
1901, p. 3497) by making a false entry
in a report made to the Comptroller of
the Currency, on November 17, 190+,
concerning the condition of the First
National Bank of Lexington, Okl., of
which he was cashier. The false entry
charged to have been made concerned
3¢

‘““Replies to Law and Banking Questions,” included in

the amount of loans and discounts of
the bank on November 10, 1904. He
was convicted, and brings the case here
for review.

Whether or not there was a false en-
try in fact depends upon whether a cer-
tain note made by one Ray Farmer,
amountmg to $1,125, was properly
treated in the report as a loan and dis-
count. The counsel for the government
make this concession in their brief:

The whole case depends upon the eviden-
tiary fact whether the note for $1,125,
purporting to have bheen given by one Ray
Farmer, which entered into and contribu-
ted to the aggregate of loans and discounts
reported and alleged to be false, was a loan
or discount of the bank.

The facts are practically undisputed.
For some time prior to November 10 the
financial condition of the bank had been
dubious and uncertain. The president,
James, the cashier, Hayes, and the as-
sistant cashier, Ingram, had not drawn
their salaries for about five months. The
total amount of the unpaid salaries was
$#1,125. The rcason for not drawing
them was that the addition of that
amount to the expense account would
show an impairment of the capital of
the bank. FEach of those officers, hav-
ing individual accounts in the bank, had
overdrawn the same in the aggregate to
the amount of their unpaid salarics,
namely, #1,125. Simc time before
November 10 a bank cxaminer, on look-
ing over the affairs of the bank, re-
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quired the overdrafts to be made good.
To accomplish this the officers got Mr.
Farmer to execute his note to the bank
for their accommodation, had it dis-
counted by the bank and entered in the
books as a loan and discount like any
other note of that character, and had
the proceeds credited to their individual
accounts, thereby making good their
overdrafts.

The evidence discloses that Farmer
was induced to make the note, after a
full explanation of the condition of the
bank, for the purpose of raising a fund
to cancel the overdrafts. The note was
accommodation paper so far as the offi-
cers were concerned. As between them
and Farmer, the former were the prin-
cipal debtors and the latter was the
surety only; but, as to the bank, Farm-
er was the principal, if not the only,
debtor, and without any doubt became
liable to the bank for the amount of
the note, which had been discounted at
his request in order to enable his
friends to make good their overdrafts
and thus conform to the requirements
of the bank examiner.

The testimony has all been very care-
fully examined, and we fail to find any-
thing indicating that this was a sham
transaction in any other sense than that
it was an accommodation note. There
is no substantial evidence tending to
show that Farmer was insolvent or un-
able to respond to the demand of the
bank for the payment of the note at any
time, or that there was any understand-
ing between him and the officers of the
bank that he should not be held on the
note if they should be unable to pro-
tect him from liability by paying it or
taking care of it themselves. It is true
there are some declarations proved
against the defendant in this case to the
effect that Farmer ‘““was not supposed to
pav the note,” and the bank examiner
testified, six months after the note was
given, that he asked defendant Hayes
about it, and that the latter then said:

It was no obligation of Ray Farmer;
that it was an accommmodation note of

himself, Mr. Ingram, and Mr. James, but
Ray Farmer was not liable.

After reading the testimony, and con-

sidering all the declarations of Hayes
relied upon to show that the note was
not a genuine or real transaction, we
have reached the conclusion that, giving
full force and effect to all his declara-
tions, they are referable to the accom-
modation character of the note solely,
and, so treating them, they clearly and
truthfully express the legal relations
between Farmer and the persons for
whose accommodation the note was
made, namely, that as between them
Farmer was not supposed to pay it—
that as between them Farmer was not
liable. In view of this kind of testi-
mony and of the relation of the parties,
we have concluded that there is no sub-
stantial testimony in this case which
warranted the jury in finding that this
was a mere sham transaction, devised
for a wrongful purpose, and with the
intent that under no circumstances
should Farmer be liable to the bank
on it.

While evidence, to convict of crime.
may be circumstantial and inferential in
its character, it must always rise to that
degree of convincing power which sat-
isfies the mind beyond a reasonable
doubt of guilt. This can never be the
case when the evidence as produced is
entirely consistent with innocence in a
given transaction. We are of opinion
that all the evidence relied on to show
that there was an understanding that
the Farmer note should be treated dif-
ferently from any other accommodation
paper held by any bank among its as-
sets, when taken in connection with the
admitted facts of this case, is entirely
consistent with an innocent regarding
of the paper in November, 1904, as a
proper and lawful item of loans and
discounts.

It may be conceded that if the officers
of the bank procure a note to be given
to the bank by an irresponsible person,
with the intent of apparently, but not
really, magnifying the bank’s assets,
and should thereafter make an entry in
a report required by law to be made to
the Comptroller of the Currency, in-
cluding such note as a bona fide asset of
the bank, with either of the intents de-
nounced by section 5209, such an entry,
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even though of a paper in actual exist-
ence would be a false entry, within the
meaning of section 5209. This, we
think, would not contravene the doc-
trine of Coffin vs. United States, 156
U. S. 432, and other like cases. But
such concession does not help the gov-
ernment in this case. There was no
substantial testimony tending to show
that the note here involved as the sub-
ject of the false entry was any such
sham affair as stated in the concession
just made.

Believing that there was no case
against the defendant on the merits,
and that the court erred in not giving
the instruction for a peremptory verdict
of not guilty as requested by his coun-
sel, we refrain from considering the
legality of the constitution of the grand
jury which indicted the defendant, and
other questions of a dilatory or techni-
cal character, which were exhaustively
argued by counsel.

The judgment of the District Court
is reversed, with directions to grant a
new trial.

CASHIER—ISSUE OF HIS INDI-
VIDUAI CHECK FOR DEPOSIT
—LIABILITY OF BANK.

CASTELLO vs. CITIZENS

BANK OF MANAWA.

SUPREME COURT OF WISCONSIN, OCT. 5,

1909.

Where a person deposits money with the
cashier upon the understanding that the
deposit is made with the bank, he may re-
cover the amount of the bank, though the
check given is the individual obligation of
the cashier, if this fact is not noticed by
the depositor at the time, and the check is

not retained after knowledge of its char-
acter.

IMLIN, J.: Upon a complaint
averring that on August 28, 1906,

the plaintiff deposited with defendant
bank $1,527.04 under a contract made
with said bank that, if the said money
should remain on deposit for a period
of six months from said date, said bank
would pay to the plaintiff said sum with
interest thereon at the rate of thrce per
cent. per annum, or, if not left six
months so as to draw said rate of inter-

STATE

est then to be paid to the plaintiff at
any time prior to the expiration of said
six months on her demand, and that de-
mand was made and payment refused,
the plaintiff recovered of the defend-
ant bank the said sum with interest
from the date of demand. Defendant
appeals, alleging error, in that there
was a material variance between the al-
legations of the complaint and the
proofs, and error in overruling defend-
ant’s motion for direction of a verdict
in its favor.

The evidence of the respondent tend-
ed to show that her husband, having
this money in the hands of defendant’s
cashier deposited in the account of the
latter in the defendant bank and pres-
ently payable, desired to give the money
to the respondent, and made this kncwn
to the cashier, the respondent, and
others present. He told the cashier to
give the respondent a certificate of dc-
posit, and advised her to get a certifi-
cate of deposit.

The cashier then informed her that,
if she left the money in the bank for six
mouths, she would get three per cent.
interest, and, if she took it out before
that time, she would not get any inter-
est, and at the same time wrote out his
personal check on the defendant bank
and handed it to the respondent, who
looked at it, supposing it to be a cer-
tificate of deposit, and took and kept
possession of it without demand of pay-
ment until January 19, 1907, and with-
out actual knowledge of its true legal
character.

Respondent was at the time a mar-
ried woman 31 yecars of age, had lived
on a farm all her life except the two
vears preceding the transaction in
question, during which time she lived in
the village with her husband, who kept
a livery stable. She had no separate
estate, and had never been in any line
of business. There was nothing to sug-
gest a loan of money from respondent
to the cashier personally unless it be the
check above mentioned. The cashier
was the principal executive officer of the
defendant bank, and had full charge of
all its business.

There was upon the foregoing facts
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at least a question for the jury whether
or not the cashier understood that the
respondent and those speaking for her
were proposing a contract of deposit
between respondent and the bank to be
made through the cashier in his official
capacity, and whether or not the cashier
did not in this capacity assent to the
same or designedly lead the respondent
to believe that he assented to the same,
prior to the execution of the check in
question. As to the respondent, the
cashier was prima facie representing
the bank, and he in no way prior to the
execution of the check brought the fact
to her notice or knowledge that he was
acting or claiming to act in his per-
sonal or individual capacity.

The contractual effect of passing out
the check under the circumstances to an
inexperienced woman was at least a
matter for the jury. (Kaley vs. Van
Ostrand, 184 Wis. 443.) If the cashier
intended that the plaintiff should under-
stand the respondent was making a con-
tract with the bank and the plaintiff
did so -understand, that is sufficient;
there being an obvious consideration
for such a contract. The cases cited by
the respondent and above noted amply
sustain the authority of the jury to find
a contract of deposit between the re-
spondent and the bank upon this evi-
dence. (Heim vs. First Nat. Bank of
Humboldt, 76 Neb. 831.)

The appellant next contends that by
accepting the personal check of the
cashier on August 28, 1906, then fail-
ing to examine it carefully or to read
it, and thereafter holding it until Jan-
uary 19, 1907, without examination of
the check or objection, brought the case
within the rule of Bostwick vs. Insur-
ance Co., 116 Wis. 892, and that the
trial court should have directed a ver-
dict for defendant.

There was no request upon the part
of the appellant to have the question of
waiver or estoppel submitted to the
jury, but it is claimed that by reason of
the facts aforesaid, coupled with the
fact that the respondent admitted that
had she carefully examined the check,
she would have known the difference
between that and a certificate of de-

posit, and the further fact that had she
presented the check for payment at any
time within sixty days after its receipt
by her it would have been paid by the
cashier, a verdict should not have been
directed for the appellant. The check
was headed with the name of the bank,
followed by these words: “Pay to the
order of Mrs. Thomas F. Castello
$1,527.04 fifteen hundred twenty seven
and four one-hundredths Dollars. G. E.
Soli.” The ordinary form of a certifi-
cate of deposit following the same head-
ing would have been: “This certifies
that Mrs. Thomas F. Castello has de-
posited in this bank $1,527.04 (repeat-
ed) payable to her order upon the re-
turn of this certificate properly en-
dorsed. G. E. Soli, cashier.” This
would probably be followed by a mem-
orandum printed or stamped thereon re-
lating to the interest terms. The differ-
ence is very plain to a lawyer, and the
difference is rather in substance than in
appearance or form, and to an inex-
perienced person the difference is not so
striking as to arouse attention, even
though such person might, upon care-
fully reading it, have okserved and ap-
preciated the difference.

We must take up this question upon
the assumption that prior to the de-
livery by the cashier of his personal
check to the respondent there was an
oral contract of deposit made and con-
cluded between the respondent and the
bank as found by the jury. Its terms
were all agreed upon, and it remained
for the cashier to reduce them to writ-
ing in the form of a certificate of de-
posit. (Bostwick vs. Insurance Co., 116
Wis. 892, much relied upon by appel-
lant, is not in point.) This was an
action at law to rescind a contract
whereby the insurance company un-
dertook to deliver a certain kind
of policy or contract. The trans-
action sought to be rescinded was,
in effect, a sale of several policies of
life insurance to Bostwick and others.
The latter received and retained for a
long time the thing purchased without
carefully examining it for defects
patent on its face, and during this time
had the option, in case of death, to hold
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the insurance company as insurer.
There was no existing insurance con-
tract between Bostwick and the com-
pany at the time the company sent in
the proposed policy, but the policy was
forwarded to Bostwick in execution of
a contract for the same and under a
claim that it complied with the prior
executory agreement.

In the case at bar there was first a
valid oral contract between the bank
acting through its cashier and the re-
spondent for which the cashier without
the knowledge or consent of the re-
spondent substituted a writing in a form
and to a person entirely unauthorized.
The cashier’s check thus never became
a contract at all because not assented
to, nor even a proposal to contract be-
cause not brought to the attention of the
other party. The prior oral contract
could only be revoked by mutual con-
sent or discharged by relcase, or its en-
forcement prevented by estoppel.

There was neither revocation, release,
nor estoppel in the case at bar by mere
retention of this check without knowl-
edge of its contents on the part of re-
spondent and under the mistaken im-
pression that it was given pursuant to
and truly represented the anterior oral
contract of deposit. True, the accept-
ance and retention of the check was
evidence going to show that the contract
of deposit was made with the cashier
personally and not with the bank, while
the sex and inexperience of the re-
spondent and her apparent reliance
upon the bank, and the fact that she did
not read or examine the check or know
its contents, were facts tending to the
contrary.

Waiver must be with knowledge or
with reasonable means of knowledge of
the facts and with intent to forego some
right, although the knowledge may be
either actual or constructive and the in-
tent expressed or implied. (Pabst Brg.
Co. vs. Milwaukee, 126 Wis. 110; Mec-
Naughton vs. Insurance Co. [decided
herewith] 122 N. W. 76+.) The pro-
bative effect of her retention of the
check under such circumstances is not
so absolute as to authorize the direction
of a verdict for the defendant.

The judgment of the circuit court is
affirmed.

NOTE GIVEN TO BANK A4S COL-
LATERAL SECURITY.

LOWELL vs. BICKFORD.

SUPREME JUDICIAL COURT OF MASSACHU-
SETTS, MAY 4. 1900.

A bank discounted the note of P., in-
dorsed by B. This note was not paid at
maturity, and the bank agreed to give P.
and B. reasonable time on the note, if B.
would give a demand note, signed by him-
self and his wife, as collateral security.

Held (1) That taking the demand note
as collateral for the pre-existing debt made
the bank a holder for value as against B.’s
wife, who was an accommodation maker;

(2) That the fact that the note was pay-
able to the bank did not prevent it from
becoming a holder for value.

The holder of a negotiable promissory
note, payable to bearer or payable to order
and indorsed in blank, may sue on it in his
own name; and he is not required to prove
that he owns the note, or if not that he has
the consent of the true owner to bring suit
on it in such form.

HE Winnisimmet National: Bank
was the holder of a promissory

note for $1,000, signed by one O. H.
Perry, payable to and indorsed by the
defendant Scott Bickford, which fell
due on March 1, 1902. This note had
been discounted for Bickford, but Bick-
ford handed the proceeds to Perry. At
maturity the note came back unpaid and
duly protested. The cashier of the
bank then demanded payment of Bick-
ford. Bickford said that he was unable
to pay it then, that the maker was sick
and would pay it as soon as he got well.
On the next day the bank agreed to give
Bickford and Perry reasonable time on
the note if Bickford would give the
bank a demand note for the same
amount, signed by him and his wife.
This was done on the one hand to put
the bank in the position of having paper
for the Perry note, which was not over-
due, and on the other hand to avoid
pressing Bickford to an immediate pay-
ment; and this was stated in terms by
the officers of the bank to Bickford.
Thereupon the note sued on was handed
to the bank by Bickford, on the day of
its date. This note was a joint and
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several note, payable on demand to the
order of the bank, signed by Bickford
and his wife.

LoriNg, J. (omitting part of the
opinion) : There is nothing inconsistent
in the bank’s agreeing to give time for
a reasonable period on the old note if a
new note payable on demand, signed by
Scott Bickford and his wife, was given
as collateral. It is true that the bank
could have sued Bickford and his wife
immediately on the new note. But
Bickford and his wife appear to have
been willing to take their chance of that
if time was given on the old note. And
the reason why they were willing to
take that chance on the new note is
plain. The officers of the bank did not
dare to leave an unpaid overdue note
uncollected and not in suit, unless they
had security for it. But the new note
signed by Bickford’s wife as well as by
Bickford himself, being payable on de-
mand, could be safely left uncollected
and not in suit.

The promise of the bank to forbear
suing on the original note was a bind-
ing promise. The case does not come
within Jennings vs. Chase, 10 Allen,
526, and Walker vs. Russell, 17 Pick.
280, relied on by the defendants. In
delivering to the bank another note
signed by his wife as well as by him-
self the defendant did something he was
not theretofore bound to do.

Taking the demand note as collateral
for the pre-existing debt made the bank
a holder for value of the note as against
Carrie S. Bickford, who was an accom-
modation maker. (Rev. Laws, c. 78,
§ 42.) (See, also, Goodwin vs. Mass.
Loan & Trust Co., 152 Mass. 189; Na-
tional Revere Bank vs. Morse, 163
Mass. 883, decided before the enact-
ment of the negotiable instruments
act.) The fact that the demand note
was payable to the bank did not pre-
vent its becoming a holder for value.
(Boston Steel & Iron Co. vs. Steuer,
183 Mass. 140; Thorpe vs. White, 188
Mass. 883.) An accommodation party
to a note cannot set up lack of a con-
sideration against a holder for value.
(Rev. Laws, c. 78, § 46.) This case

therefore does not come within Ellis vs.
Clark, 110 Mass. 889, relied on by the
defendants. No question of pleading
was raised at the trial, and by Rev.
Laws, c. 173, § 8, the two makers of
this note could have been joined in one
action on their several contracts therein
contained.

There was no pre-existing debt in ex-
istence when thc wife’s note was given
in Widger vs. Baxter, 190 Mass. 130.

It is the settled law of this common-
wealth that a holder of a negotiable
promissory note payable to bearer or
payable to order and indorsed in blank
can sue on it in his own name. (Little
vs. O’Brien, 9 Mass. 428; Beekman vs.
Wilson, 9 Metc. 434; Peaslee vs. Mc-
Loon, 16 Gray, 488; Whitton vs. Hay-
den, 9 Allen, 408; National Pemberton
Bank vs. Porter, 125 Mass. 838; Spof-
ford vs. Norton, 126 Mass. 538.) It
is not necessary for him to prove that
he owns the note or if not that he has
the consent of the truec owner to bring
suit on it in his own name.

NOTE GIVEN FOR AMOUNT OF
DEFALCATION—VALIDITY OF
CONSIDERATION.

GALENA NAT. BANK vs. RIPLEY.

SupreME CoURT oF WASHINGTON, Nov.
12, 1909.

The forbearance by a bank to press its
valid claims against the estate of a de-
ceased officer for his defalcation is a suf-
ficient consideration for a note for the
amount of such defalcation executed by the
officer’s son.

HIS was a motion for a new trial
in an action brought upon three
promissory notes by the Galena Nation-
al Bank against E. Ripley. The motion
was based upon a newly discovered let-
ter written by the cashier of the bank.
Crow, J. (omitting part of the opin-
ion): The fact that the cashier desired
an adjustment of the shortage before
the arrival of the bank examiner does
not necessarily show an unlawful or in-
valid consideration. Such a desire was
certainly business-like, and no improper
motive can be inferred from the single
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fact that the cashier communicated it to
the respondent and requested him to
make a settlement of the defalcation by
giving his notes. The newly discovered
letter adds no material fact to the case,
nor does it sustain the respondent’s con-
tention that the notes were given with-
out any valid consideration or for an
invalid consideration. Respondent ad-
mitted that he did not want his father’s
defalcation made public. He so stated
in letters written to appellant before
and at the time of the execution of the
original notes. The bank could only
keep the matter quiet by refraining from
making any claim against the father’s
cstate, thus releasing its claim, which it
did. Respondent must have contem-
plated this forbearance on the part of
the bank when he wrote the letters and
later executed the notes.

In his letter of October 18, 1903,
transmitting the original notes to the
appellant bank, he said: “I sign and
inclose the notes herewith and will try

to pay every dollar in the specified time.
But vou know what a hard thing that is
with limited resources. I forward this
with the understanding that this un-
happy affair is known only to myself
and vou.” The writing of this letter,
which was in evidence, is admitted by
the respondent. His claim that the
notes were not to be paid by him is
effectuallv disputed by it, and by his
subsequent acts in making renewals and
partial nayments.

The undisputed facts and circum-
stances of this case lead to the inevitable
conclusion that the consideration for the
notes was the forbearance of the bank
from prosecuting or pressing its valid
claim against the father’s estate. Such
forbearance upon its part constituted a
good and valid consideration. (Bis-
singer vs. Lawson, 57 Miss. 36; Nowlin
vs. Wesson, 93 Ala. 509; Carpenter vs.
Page, 14+ Mass. 315; Taylor vs. Clark
[Tenn. Ch.] 85 S. W. 442.)

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

ASSESSMENT — BANK, INCOME
OF—DEDUCTIONS FOR LOSS-
ES WRITTEN OFF DURING
THE YEAR—DATE OF ASCER-
TAINMENT OF SUCH LOSSES
ASSESSMENT ACT, 1908,
AMENDMENT ACT, 1905, CAP.
50 —“TRANSACTION,” MEAN-
ING OF.

IN RE BANK oF MONTREAL ASSESSMENT
(14 B. C. R, p. 282).

Form 1 of the schedule of forms to the
assessment act, as enacted by chapter 50
of the statutes of 1905, provides among the
deductions permitted in making returns of
incomes earned by banks: “Losses written
off during the year, such losses being writ-
ten off within six months of the time they
were uscertained, and not covering trans-
actions antedating that date more than
eighteen months:"—

Held, on appeal, reversing the decision
of the Court of Revision, that, the enact-
ment being doubtful as to whether the in-
ception or completion of the transaction
was meant, the doubt must be resolved in
favor of the taxpayer.

PPEAL from the' Court of Re-
vision and Appeal at Victoria on
March 25, 1909. The net income of
the bank for the year was $94,200, but
during the year there was written off,
as losses, sums amounting in the aggre-
gate to $300,000, extending over a con-
siderable period of time. The statutory
form of return of income by banks re-
quires them to show ‘‘losses written off
during the year; such losses being writ-
ten off within six months from the time
they were ascertained and not covering
transactions -antedating that date more
than eightcen months.” The losses in
question here admittedly arose out of
loans made more than twenty-four
months prior to the time they were writ-
ten off, but, it was contended, were not
ascertained until they were written off.
Jupement (HuntER, C.J.; IRVING,
J., and MorrisoN, J.): The judgment
of the Court was delivered by Chief
Justice Hunter, as follows: The ques-
tion in this appeal is whether or not the
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appellant bank is right in claiming to
deduct a loss of $300,000, which was
admittedly written off within the year
for which the assessment was made. The
statute in Form No. 1 provides that de-
ductions may be made for “losses writ-
ten off during the year. Such losses be-
ing written off within six months from
the time they were ascertained and not
<covering transactions antedating that
date more than eighteen months.”

The $300,000 transaction had its in-
<ception long before the eighteen months,
but the bank contends that the comple-
tion of the transaction of credit must
have occurred before the eighteen
months. If the language had been “and
not including loans or credits made or
given more than eighteen months before
that date,” the intention would have
been clear, although the effect would be
to force banks to reduce the length of
credit or forbearance which they might
otherwise extend to customers, which
might result in some cases in ruin.

The question, however, is whether the
word “transaction” is to be interpreted
as referring to the act of lending or giv-
ing credit, or to the entire period of for-
bearance or credit given. Mr. Maclean
argued that the latter interpretation
would reduce the last member of the
clause to a nullity, but it may have been
designed, as Mr. Senkler suggests, to pre-
vent banks carrying over in “uncollecti-
ble debts”” accounts losses which they had
in reality long before written off and so
prevent evasion of the Act. However
that may be, I think there is sufficient
doubt about the matter to resolve it in
favor of the subject, and that as there is
nothing to show when the period of
credit came to an end, I think the ap-
peal should be allowed.

CONTRACT — DELEGATION OF
PAYMENT—REVOCATION OF
AUTHORITY.

Tue BaNk oF Orrawa vs. Hoop (42

S. C. R., p. 231).

THIS was an appeal in the judgment
of the Superior Court in review
affirming the judgment of the Superior

Court of the District of Montreal, by
which the appellant was ordered to ac-
count to the respondent for certain
moneys received by it from the Govern-
ment of Canada in connection with a
contract for the construction of public
works by the firm of Brewder & Mec-
Naughton.

The firm of Brewder & McNaughton,
contractors for the works to be con-
structed for the Government, sublet
their contract to the respondent. After
assuming the contract, the respondent
raised a question as to the manner in
which payments for the work were to
be made to him, on progressive esti-
mates, and this formed the subject of
correspondence between Brewder & Mec-
Naughton and the appellant, that firm
having alrcady given the Ottawa branch
of the bank a power of attorney to draw
these moneys from the Government.
The respondent wished to be furnished
with an undertaking by the bank to pay
to him in Montreal the moneys it re-
ceived under the power of attorney, and
the bank’s manager, at Ottawa, wrote a
letter to Brewder & McNaughton, stat-
ing that “as each payment is made to
the bank by the Government it will, with
your consent, be forwarded to William
Hood & Son in payment of their work.”

This arrangement having been as-
sented to by Brewder & McNaughton,
the bank wrote to the respondent in re-
gard to drawing the moneys in Mon-
treal, referred to the correspondence
with Brewder & McNaughton and en-
closed a copy of their letter assenting
to the arrangement above mentioned.
The moneys received by the bank from
the Government were credited to the
firm of Brewder & McNaughton and,
upon their instructions, certain of the
payments were forwarded to the re-
spondent, none being so forwarded ex-
cept those so authorized. Subscquently,
Brewder & McNaughton notified the
bank to make no more payments to the
respondent and, on their order, some
payments were made to another person.
In August, 1901, Brewder & McNaugh-
ton became insolvent, the Government
cancelled their contract and the last
payment received from the Government
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by the bank was placed to their credit.
On refusal by the bank to recognize the
respondent’s demands for payments
made from time to time, he brought ac-
tion against the bank for $3,100, al-
leged to be due to him out of $3,500,
alleged to be in possession of the bank,
and for an account of all moneys re-
ceived by the bank from the Govern-
ment. The defence to this action was
in substance that the only agreement
the bank made was with Brewder &
McNaughton, that this contract was en-
tered into in Ontario and was governed
by the law of that province, under
which there existed no privity of con-
tract between it and the respondent.
The respondent’s action was maintained
at the trial and affirned, on an appeal,
by the Court of Review.

JungMeENT: The Court unanimously
decided that the appeal must be allowed
and the appellant relieved from the or-
der to account to the respondent the
moneys in question. Mr. Justice Iding-
ton delivered notes of his reason, in
which he discussed the evidence ad-
duced and concluded that it did not
show that the bank had become a party
in any contract with the respondent by
which it was bound to account to him
for the moneys received from the Gov-
ernment.

BILLS OF EXCHANGE—DRAFTS
ON BANK—DEATH OF PAYEE
BEFORE  PRESENTATION —
FOREIGN DOMICILE—RIGHTS
OF FOREIGN ADMINISTRATOR
—“HOLDER” OF BILLS—CON-
TRACT OF DRAWER OF BILLS
—RIGHTS OF ONTARIO AD-
MINISTRATOR — MONEY IN
COURT—RETENTION OF PART
TO BE PAID OUT IN ONTARIO
—COSTS.

Younag vs. CasnioNn (19 O. L. R, p.

491).
Y., domiciled in the State of California,
when on a visit to the Province of Ontario

bought from the Bank of Montreal there
two drafts, for $1,000 each, upon a New

York bank, and when he died in California
they were found among his effects, never
having been presented for acceptance or
payment. The plaintiff was appointed by a
California court administrator of Y.’s es-
tate, and presented the drafts for payment
to the New York bank, who refused to
accept, the Bank of Montreal having
stopped payment of them. The plaintiff
then claimed the amount of the drafts from
the Bank of Montreal, and the defendant,
the Ontario administrator of Y. also
making a claim and bringing an action
against the bank, the bank paid $2,000 (less
costs) into Court, and an issue was directed
between the plaintiff and defendant:

Held, that the Bank of Montreal by be-
coming the drawers of the bills did not un-
dertake that the New York bank would ac-
cept and pay in New York, but did guar-
antee that if the New York did not do
so, they themselves would, if duly notified,
reimburse the holder; this was a contract
with Y., and he might enforce it; it did
not die with Y.; and the plaintiff, the duly
appointed representative of Y. in California,
where the drafts passed into his hands,
was the holder in the legal and mercantile
sense; and the money paid into Court
represented the drafts and was in the same
ownership.

As the defendant was the next of kin of
Y., and all the money was not required for
payment of debts, it was considered not ad-
visable to pay money out of Court to a
foreign administrator, who would necessari-
ly repay some of it to the defendant in On-
tario; consequently the latter was allowed
the option of a reference to determine the
amount which should be sent to the plain-
tiff; and the costs of both parties were
ordered to be paid out of the fund, those
of the plaintiff in priority.

THIS was an appeal from the judg-

ment of Mr. Justice Magee in fa-
vor of the defendant, under the follow-
ing circumstances :—

The late James Young, then domi-
ciled in the State of California, came to
Cornwall, Ontario, in the summer of
190+, there sold a farm of his at Cash-
ion’s Glen, and, after remaining in Can-
ada some three or four weeks, returned
to his home in California.

When in Cornwall he bought two
drafts, Nos. 3330 and 3331, for $1,000,
each, upon the National City Bank, New
York, from the Bank of Montreal at
Cornwall. They are in the following
form:—
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Baxk oF MOXNTREAL,
Cornwall, Ont.,
September, 24, 1904.
“No. 3330.
*1,000.00.

“Pay to the order of James Young one
thousand dollars.

“To the National City Bank, New York.

“C. E. Asnorr,
Manager,

B. Mox~k,
“Acect.”

These New York drafts are in prac-
tice cashed at par at any point in the
United States. He took the drafts with
him to California, and on March 8,
1905, died in California, without hav-
ing cashed them.

On September 5, 1905, the plaintiff
in the present proceedings was, by the
Superior Court of the County of Plu-
mas, in the State of California, duly
appointed administrator of the estate.
The drafts came into his possession as
such administrator, and he endeavored
to realize thereon. He endorsed them,
“Plumas A. Young, administrator of the
estate of James Young, deceased,” and
sent them through a local bank for col-
lection to the New York bank. That
bank refused payment, as the Bank of
Montreal had in the previous May
stopped payment of them. The drafts
were thercupon sent to the Cornwall
bank. That bank answered that they
required “a presentation of properly
authenticated copies of the letters of ad-
ministration, and the administrator must
be identified, not only as being the ad-
ministrator who took out the letters of
administration, but also that the James
Young, whose administrator he is, is
identical with the payee of the drafts.”

The defendant residing near Corn-
wall was the next of kin of the deceased,
and being unable to agree with the
plaintiff as to what claims against the
estate ought to be paid, she applied for
and obtained Letters of Administration
in Ontario of the estate of the said
James Young and brought action against
the bank for the recovery of the sum
naid to the bank for the drafts. The
bank was allowed to pay the money
into Court, and an issue was directed
between the two administrators to de-
cide their respective rights.

“A.

JuneMENT (FaLconsringe, C.J., K.
B.; Teerzer and RipeLy, J.J.): The
notice by the bank requiring production
of Letters of Administration and proof
of identity were the usual business-like
requisitions of the bank for its own pro-
tection.

It may be well to state clearly the
rights of the deceased immediately be-
fore his death, and the contracts then
subsisting.

There was a contract upon the part of
the New York bank to accept and pay
all drafts drawn upon it by the Corn-
wall bank. This contract was between
the two banks; and Young, not being
privy to it, could not take advantage of
it. He could not sue the New York
bank before acceptance or for non-ac-
ceptance.

The proposition that A can sue B
upon a contract made by C with B had
its quietus many years ago.

The Bank of Montreal by becoming
the drawers of the bills did not under-
take that the New York bank would ac-
cept and pay in New York, but did
guarantee that if this bank did not do
so, they themselves would, if duly noti-
fied, reimburse the holder.

This was a contract with Young, and
he might enforce it. Neither of these
contracts died with Young: his duly ap-
pointed personal representative had the
same right to enforce the latter as
Young himself: The drafts passed into
the hands of the plaintiff in California;
he was the duly appointed representa-
tive of Young in California, and, as
such, had the same right to act in Cali-
fornia in respect to thesc drafts as
Young would have had, had he lived.

If the value of the two picces cf
paper had consisted in the beauty of the
engraving, etc., I presume no one would
dispute the plaintiff’s right to them; and
it seems to me equally clear that the
plaintiff was the legal holder of the
drafts in the legal and mercantile
sense.

I do not think it is necessary to trace
the legal position of the plaintiff
throughout the transaction. The New
York bank refused to accept, whereunon
the liability attached to the Canadian
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bank to ‘“‘reimburse the holder.” The
liability is not to reimburse, pay, the
original holder of the drafts as such—
he may transmit his rights—the liability
is to the holder of the drafts. There
can be no pretence that the defendant
was the holder of these drafts, and con-
sequently I am unable to see how she
can be considered as having any claim
against the Canadian bank; the action
is not for money, had and received, but
upon the drafts, by the holder of the
same.

The money paid into Court is in so
many words said to represent the two
drafts; it follows that this money should
be in the same ownership as that of the
bills.

Were there nothing more in the case
than a dispute between two administra-

tors, the order should be that the money
should be paid out to the California
administrator under Con. Rule 1114.

But it appears that the defendant is
the sole next of kin of the deceased, and
that it will not require all this money
to pay debts, etc.; it would not be ad-
visable to pay money out of Court to a
foreign administrator who would neces-
sarily repay some of that amount to a
person in Ontario, party to this action.
With a declaration that the money in
strictness should be paid to the plaint-
iff, the defendant should have the op-
tion of taking a reference to the Master
to detcrmine the amount which should
be sent to the plaintiff. The reference
will be at her own expense in reality, as
the costs of all parties should be paid
out of the fund.

REPLIES TO LAW AND BANKING QUESTIONS.

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

ENDORSEMENT THAT ENDORS-
ERS GUARANTY GENUINE-
NESS OF DRAWER'S SIGNA-
TURE.

Povenxeersie, N. Y., December 8, 1909.

Editor Bankers Magazine:

Sir: We have just noticed a new wrinkle
which is printed on the back of a check
deposited with us to-day. It reads “The
endorsers severally guaranty to the drawec
the genuineness of the drawer’s signature.”
We shall be glad to receive an expression
of your opinion as to the desirability of
such clause on the back of all checks.

Tuoymas W. Barrerr, Treasurer.

Answer: This form of guaranty is
evidently designed to relieve the drawee
bank from the obligation imposed upon
it by law to know whether the signature
which purports to be that of its de-
positor is genuine or not. Such a form
of guaranty may serve a good purpose
in certain instances, but we do not be-
lieve that its extended use would be
desirable. In a vast number of cases
the indorsers (especially where they are
collecting banks) know nothing about
the drawer’s signature, and great con-
fusion, and oftentimes great injustice,
would result from shifting on to them
the burden which the law has wisely

imposed upon the drawee. The rules
of the law merchant are the outgrowth
of long experience, and such a radical
innovation as this would be a rash ex-
periment.

LOAN BY BANK UPON PLEDGE
OF CAPITAL STOCK OF SAME
BANK.

PacuuTa, Miss,, November 19, 1909.
Editor Bankers Magazine:

Sir: If we should take our own stock
pledged direct to us as collateral for a
loan, could the general creditors of the
party pledging same be able to assert a
valid claim to the stock as a general asset?

The following clause is printed on our
stock certificates: The charter of this bank
provides among other things: “The Bank
shall hold prior lien on all shares of any
stock-holder who may be indebted to it,
either as principal or as surety for others,
and such shares shall not be transferred
without the consent of the Board of Direc-
tors until such debt shall have been paid or
discharged,” etc. Will this clause hold?

Admitting that outside creditors can
claim stock pledged direct to a bank is-
suing it, would the above provision cure
the defect?

W. B. Graves, Cashier.

Answer: A clause of this kind is
found in the charter or by-laws of many
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banks, and it has uniformly been held
valid except in those cases where the
law under which the bank is incorpor-
ated prohibits it from lending upon the
security of its own stock. In the case
of any national bank such a provision
in the articles of association or by-laws
is wholly void, for the reason that it is
in conflict with Section 5201 Rev. Stat.
U. S., which provides that ‘“no associa-
tion shall make any loan or discount on
the security of its own capital stock”
(Third Nat. Bank vs. Buffalo German
Ins. Co. 192 U. S. 581; Bank vs.
Lanier, 11 Wallace, 369). But many
of the States’ statutes omit such pro-
hibitions, and in those States a by-law
or charter provision, such as that stated
in the inquiry, is valid, and is enforcible
as against the general creditors of the
debtor, and even against any transferee
of the stock who takes the same with
notice. This would seem to be the rule
in Mississippi.

DESTRUCTION BY PAYEE OF
VALUABLE PAPER ATTACHED
TO DRAFT PRESENTED FOR
PAYMENT—-NEGLIGENCE
OF BANK.

Ly~xcuscre, VA, November 13, 1909.

Editor Bankers Magazine:

Sir: Please answer in the next issue of
your magazine the following proposition
which has been presented to me:

A customer deposits for collection a draft
on a party in another town with a valuable
paper attached to be delivered only upon
payment of draft. The collecting bank pre-
sents the draft to payee who takes posses-
sion of the valuable paper and destroys
same, refusing to pay the draft. Is the
collecting bank responsible for the amount
of the draft, the valuable paper being such
that it could not be duplicated.

BaNkx PRESIDENT.

Answer: The question in this case
is whether or not the collecting bank
was guilty of negligence; and this is a
question of fact to be determined upon
all the circumstances of the case. Un-
der one set of circumstances the act of
the bank in allowing the payee to get
the paper into his hands before paying
the draft might have been negligence,

while under another set of circum-
stances it might not have been. The
nature of the paper, the character of
the payee, the mode by which he got it
into his hands, and all the facts sur-
rounding the transaction are to be con-
sidered; and in case of a trial it would
be for the jury, and not for the Court,
to decide whether these facts constitute
negligence.

UNITED STATES TREASURER'S
REPORT.

MORE than passing notice might well be
given to the annual report of Charles
H. Treat, the retiring Treasurer
of the United States. No bureau in any
department has weightier responsibilities
than the office of the Treasurer. It handles
revenues and makes expenditures averaging
probably $650,000,000 a year. Transactions
in public debt matters in receipts alone
have in recent years ran as high as $909,-
000,000 a year.

Besides this the cash in the vaults aver-
ages $200,000,000 or more. In fact, avail-
able cash balances often come nearer being
$100,000,000. The Treasurer holds probably
$650,000,000 of bonds for national banks
which have issued currency against them.
He has public deposits in some 1500 na-
tional bank depositaries, which money is
secured by pledged bonds of say $180,000,-
000. Yet all of this vast machinery is so
correlated that in handiing billions of dol-
lars a year not a cent of public money is
lost.

In times when the word “graft” is on
everybody's lips it is worth while to call
attention to the facts brought out in the
annual review of the operations of the Gov-
ernment on such a scale, and with such a
record of accuracy as to bring so creditable
a showing. It is not only creditable to the
officials but to the employes also whose skill
and diligence entitle them to the apprecia-
tion of the general public in whose service
they are engaged. Mr. Treat calls atten-
ticn to the fact that certain classes of cleri-
cal service have not had salaries revised
since 185+ Although advocating economy
on the part of Congress in keeping down
appropriations, that is no reason why a
just recognition of conditions calling for
improvement should not receive attention,
when the cfficiency of the service is involved,
by a proper adjustment of compensation
to different conditions.—Wall Street Jour-
nal.
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BANKING

AND FINANCE

Conducted by Charles A. Conant.

THE BANK OF FRANCE AND THE MONEY
MARKET.

HE manner in which the Bank of
France relieved the pressure upon
the Bank of England during November,
is the subject of some interesting dis-
cussion in the foreign financial press.
“La Vie Financiere” declares that the
intervention of the Bank of France in
favor of the Bank of England was the
great event of the week of November
18, and that, as had occurred two years
back, the former consented to give
sovereigns in exchange for long-dated
English bills, and would, it was said,
continue the same operations, which had
for first result to defer, if not to pre-
vent completely a further rise in the
rate of discount in England. At that
date the amount of English paper taken
in was under £500,000. The tri-
monthly, “Le Rentier,” confines itself to
remarking that the Bank of France
has resumed the discount of English
paper in order to assist the London
market as it did in 1906 and 1907.

Two classes of English bills were dis-
counted during the weck of November
18th at the bank. The first, as was the
case the previous week, consisted of the
exchange of English gold and Ameri-
can eagles for English bills, to be re-
imbursed in sovereigns when due, the
rate being threc and one-half per cent.
The other was the discount of French
bills, for which gold was given, without
the condition of the amount being re-
paid in sovereigns. Those operations
werc carried out by the firms of Allard
& Co., Davillier, Hirsch, Louis Dreyfus
& Co., Seligmann, Lyon-Aleman (re-
finers), and perhaps some others.

The week’s return of the Bank of
France for November 18th showed that
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the foreign bills held amounted to
£038,600 ($4,560,000), of which about
£459,120 were taken in one week, and
about £479,000 in the second week. It
is remarked by the “London Statist” in
its issue of November 20:

“The Bank of France is thus once
more giving proof of the admirable
manner in which it is administered.
Not only does it hold at all times re-
serves sufficient to inspire unshakeable
confidence in it among its own people,
but it is prepared to assist other mone-
tary centres when the occasion arises.
It certainly is humiliating to British
banking that it has so frequently to
look for help to the Bank of France.”

An interesting comparison of the
effect of the aid extended by the French
bank to the Bank of England is made
by the “Economist” in its issue of No-
vember 20. It is declared that the five
per cent. rate is doing its work and that
the market is delivered from the danger
of a rise to six per cent. It is pointed
out that between the beginning of Oc-
tober and the middle of November, the
Bank of England witnessed a reduc-
tion of discounts and advances
amounting to £5,675,000, or 19.8 per
cent. of the amount at the beginning,
while the Bank of France in the same
interval increased its discounts by £7,-
091,000, or 15.2 per cent. The effect
upon the movement of gold was to
increase the holdings of the Bank of
England by £432,000, while those of
the Bank of France declined by
£1,811,000. The Bank of Germany in
the same period reduced its discounts by
£21,404,000, or in the drastic ratio of
28.+ per cent,, and succeeded in in-
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creasing its gold stock by £2,877,000,
or 6.3 per cent. The manner in which
the situation is summed up by the
“Economist” is as follows:

“The general conclusions to be
drawn from this review seem to be that
the Bank of England, by raising its
discount rate to five per cent., has suc-
ceeded in moving much of the financial
burden across the Channel. Its own
loans have fallen,—to some extent nat-
urally and to some extent by design,—
while the Bank of France, which al-
ways keeps the strings tight longer than
any other central bank, has been induced
by market forces to relax, sacrifice some
of its gold, and help satisfy the foreign
demand for credit. In international
banking Paris holds an isolated posi-
tion, while London is sensitive to every
movement all the world over; but in the
long run Paris gives way, and either be-
cause the rates abroad are too tempting,
—as in 1909,—or because the foreign
position is too delicate to be neglected,
—as in 1907,—the Bank of France
sooner or later will part with gold. The
policy of isolation gives stability in dis-
count rates, but it excludes French
bankers from the large profits made by
London in the work of international
banking.”

ANOTHER ENGLISH BANK
MERGER.

HE close of October witnessed in
England the amalgamation of
Stuckey’s Banking Company with
Parr’'s Bank. The combined assets of
the two banks by the last balance-sheet
were £46,782,985 ($228,000,000), of
which £7,659,155 belonged to Stuckey’s
and £89,128,780 to Parr’s. The new
company will rank in size about sixth
among the English joint-stock banks, its
deposits being larger by about £1,500,-
000 than those of the Union of London
and Smiths. The capital of Parr’s
Bank, which has stood at £1,779,780
actually paid up, will be increased to
£2,204,780 paid up.

The absorption of Stuckey’s closes
the separate existence of one of the
oldest institutions in England. As the
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history of the bank is outlined by the
“London Economist” of October 30
last, Stuckey’s was founded at Lang-
port, Somerset, early in the eighteenth
century. A purely local bank for
Gloucester and Somerset—its share-
holders were all freeholders in one
county or the other—it had from the
first a great reputation. Among its cus-
tomers were many famous men, who
came into close and sometimes delicate
relations with the managers. The elder
Pitt, who had built an extravagantly
magnificent palace at Burton Pinsent,
near Langport, was at least once driven,

by his own and his wife’s necessities, to

borrow from the neighboring bankers
sums which he was quite unable to pay
in cash, but was able (so a well-
authenticated story runs) to settle to
the satisfaction of all parties by the dis-
creet exercise of patronage. The later
history of the bank contrasts strangely
with that of Parr’s. Both businesses
were started in the country, the one in
Somerset and the other in Lancashire,
with its headquarters at the town of
Warrington. But while Parr’s Bank
was always pushing forward with the
immense expansion of the cotton trade,
opening new branches, assimilating
older banks, winning for itself a place
in London and a position at the Clear-
ing-house, Stuckey’s has hitherto re-
mained a West Country bank, reducing
rather than increasing the number of
its branches, and working until quite
recently with its head office at the tiny
town of Langport, which has never num-
bered more than 2,000 inhabitants. At
the same time, it has remained a strong
and wealthy institution. It has a larger
note circulation than any other bank,
except the Bank of England, and the
market value of its capital is £1,751,-
000. Interest in the history of the bank
is derived also from the close connection
which at one time existed between
Stuckey’s Bank and the “Economist,”
when Walter Bagehot filled the two po-
sitions of editor and director. His
great-uncle, Samuel Stuckey, had
founded the bank, of which his father,
Thomas Bagehot, was for thirty years
managing director and vice-chairman.
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For several years Walter Bagehot was
manager of local branches of Stuckey’s
Bank, and on leaving the West Country
for London in 1861 he supervised the
bank’s London business at the same
time that he was writing to such pur-
pose on the theory of banking in the
“Economist” and in his famous book
called “Lombard Street.”

The history of Parr’s Bank is more
generally known. Started as a limited
company in Warrington in 1865, it soon
began to absorb its neighbors. The
banks absorbed by it since its founda-
tion are too numerous to be detailed,
but most of them did business in the
North of England, and its most recent
acquisition was the Whitehaven Joint
Stock, which was taken over a year ago.
It is worth remembering that as
Stuckey’s has the largest note issue,
apart from the Bank of England, so
Parr’s is the only London bank with a
note issue at all. By absorbing the Isle
of Man Banking Company, Parr’s ac-
quired the right to issue notes in the
Isle of Man, and its last balance sheet
showed a liability of £8,083 on this
account.

THE REFORM OF TURKISH
FINANCE.

HE new Turkish Government is
proceeding on energetic lines to
restore order to the public finances. A
special commission on financial reform
has just been appointed, composed of
the Minister of Finance as president,
three other Ottoman members and five
forcigners, three of whom are French,
one Italian, and onc English. The
names of the foreigners respectively are
Messrs. Laurent, Jolly, Stecg, Maissa,
and Graves. This body is authorized
to examine the measures prepared by
the Ministry or by its own members for
reorganization and reforms in all
branches of financial service, including
customs, the post-office and the tele-
graph. It is authorized to consider
questions touching the imposition, dis-
tribution and collection of taxes and
such plans as may be formulated by
the inspectors of finance for the pur-

posc of introducing reforms. It is also
directed to consider the relation of these
reforms to the budget and to recommend
changes in such elements of the budget
as may be necessary.

It has been found necessary to issue
a loan of 7,000,004+ Turkish -pounds
(about $31,500,000) to close up mat-
ters relating to the old government and
to provide for railway extensions and
other improvements. As discussed in
the London “Economist” of October 29
last, this loan will be issued at 450
franes per bond of 500 francs, and of
the 818,182 obligations issued, 218,182
have been reserved for the Paris mar-
ket. The Imperial Ottoman Bank takes
the lead in the new issue, but is aided
by the Banque Francaise, the Banque
de Paris et des Pays Bas, the Société
Générale, and other strong French in-
stitutions. The new loan is secured
upon the revenues of certain custom
houses, but the collection will remain in
the hands of the government until there
is default, in which case the custom
houses will be turned over to the Admin-
istration of the Public Debt, which was
established in 1881. One of the first
acts of the Young Turks Party was to
declare that it would observe scrupul-
ously all the provisions of the decree of
December, 1881, in regard to the con-
solidation of the debt which was then
made.

The generous policy of Russia in re-
gard to the war indemnity of 1877 con-
tributed much to the solution of the
vexing questions which recently arose
between Turkey and Bulgaria. Turkey,
while consenting to the liberation of
Bulgaria, demanded compensation for
the return paid annually by Eastern
Roumelia, for the value of the lines of
the Oriental Railway Company within
Bulgaria, and for the national domains
situated in the country. The demand
for 120,000,000 franes on this account
was met by an offer of only 82,000,000
francs on the part of Bulgaria, and a
deadlock was threatened which was
averted only by the intervention of the
Russian Government. As Russia went
to war in 1877 with the avowed pur-
pose of protecting the Christian prov-
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inces of Turkey, she expressed a will-
ingness to recognize the complete lib-
eration of Bulgaria from Turkish rule
at the present time, by remitting a part
of the annual indemnity payments due
from Turkey and transferring the obli-
gation in a mild and almost optional
form to Bulgaria.

The treaty of San Stefano, between
Turkey and Russia, in 1877, provided
for payments of 850,000 Turkish
pounds ($1,700,000) annually for 100
years. Russia offered to relieve Turkey
of the payment of forty of the seventy-
two payments which have not yet ma-
tured, and to look to Bulgaria for re-
imbursement. The Imperial Russian
Government, however, did not demand
from Bulgaria the amount of 120,000,-
000 francs ($23,160,000) which had
been demanded by Turkey, but fixed
the amount at 82,000,000 francs ($15,-
880,000), which constitutes a loan with-
out special security by Russia to Bul-
garia at an interest rate of 4.75 per
cent., due in seventy-five years, but
payable at any time at the pleasure of
the Bulgarian Government. A high
compliment is paid by M. Edmond
Théry, editor of *“L’Economiste Eu-
ropéen,” in that journal, for October
15, to the courtesy of Russia in avoid-
ing complications from which entire
Europe would have suffered, and per-
mitting the new Bulgarian monarchy to
begin its career auspiciously, while af-
fording to the new Liberal Government
of Turkey the prestige of having se-
cured the remission of a large part of
the humiliating concessions made after
the disasters of 1877.

While the new loan by the Turkish
Government is not looked upon with en-
tire favor by the London “Economist,”
it outlines a program of internal im-
provements which it is admitted would
be very desirable if they could be ac-
complished. Its summary of these
measures is as follows:

“Steps are being taken to extend the
Baghdad railway from its present
terminus at Bulgurla to Helif, the
means being provided by the loan sanc-
tioned a couple of months before the

revolution began in 1908; but under the
system of kilometric guarantees the
benefit is prospective and the burden
immediate. Particulars have also been
published this week of new lines in
Asia Minor and Syria, which will bring
fresh traffic on to the Mersina-Adana
system of the Anatolian lines, and so to
the Mediterranean; and other outlets
for Syrian traffic are promised from
Aleppo to Alexandretta, and even from
Palmyra to Tripoli in Syria, part of the
latter, at any rate, without the burden
of a kilometric guarantee. It is even
stated that a line is projected from
Baghdad to Palmyra, but this seems
hardly credible. Traffic for the Syrian
lines, especially that from Aleppo to
Alexandretta, may eventually be pro-
vided in abundance by the great scheme
of irrigation for Mesopotamia, towards
which Sir William Willcocks is under-
stood to see his way. From an engineer-
ing standpoint it is said to be perfectly
feasible; ‘the levels are ideal, and,
moreover, the cheapest way out for the
grain of Mesopotamia will be up the
Euphrates and by Aleppo to Alex-
andretta.”

THE ARGENTINE CONVERSION
FUND.

THE conversion fund of the Argen-

tine Government veached in July
last the amount of $172,959,911 in gold.
An interesting account of its origin and
growth is given in the London “Econo-
mist” of October 9 last. Efforts to give
stability to the exchange began after
the premium on gold, which was about
364 per cent. in 1896, began declining
so rapidly as to alarm those who were
relying upon the low value of the paper
to meet their obligations. A law was
passed on October 31, 1899 (law No.
3,871), for accomplishing three objects:
(1) the fixing of the convertible value
of the paper dollar at forty-four cents
gold; (2) the creation of the Caja de
Conversion for receiving deposits in
gold, and giving paper moncy in ex-
change for the same at the said rate,
and, on the other hand, giving gold (so
long as any part of the deposits re-
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mained in the Caja) in exchange for
paper money at the same rate of forty-
four cents gold for every dollar in
paper; (3) the formation in the Bank
of the Nation of a fund for the conver-
sion (at the same rate) at some future
time of the $283,000,000 paper money,
which (except $50,000,000 issued for
the capital of the Bank of the Nation)
represented the issues that had been
made by the Nation to the Guaranteed
Banks, nearly all of which (including
the National Bank and the Bank of the
Province of Buenos Ayres) had stopped
payment, and were in liquidation, and
the liability for which issues had been
assumed by the Nation.

. The curious rate of forty-four per
cent. was arrived at by calculating the
average premium on gold during the
six months preceding the date of the
Conversion Law, which was found to
have been 127.27 per cent.,—equivalent,
as nearly as possible, to the rate of con-
version fixed.

For a short time gold was deposited
in the Caja, and it could be obtained
in exchange for paper; then, in conse-
quence of a bad harvest, gold became
scarce, and there was not a dollar in the
Caja, and gold had to be bought on the
Bolsa at a small premium, but in June,
1902, the influx of gold into the coun-
try had begun, and though the amount
in the Caja has since varied consider-
ably, attaining its maximum every year
in May, or the beginning of June, and
falling to its minimum in the beginning
of October, there has never been a cessa-
tion of conversion at the above-men-
tioned rate.

This year the stock of gold in the
Caja has been increasing almost con-
tinuously; on January 1 it was only
$£126,000,000; to-day it is close upon
$173,000,000. On June 30, 1908, it
was a little over $120,000,000. On
September 9, 1907, the amount was
$112.363.200; on September 9, 1908, it
was $120,499,334. The large addition
to the stock of gold in the last twelve
months must be attributed in part to
the realization of loans by the Nation,
by the Municipality, and by the Prov-
ince of Buenos Ayres, and in part to

the investment of foreign capital in new
banks, in industrial enterprises, and n
the purchase of National bonds and
cedulas.

The gold in the Caja does not belong
to the Nation; the law declares it to be
a sacred deposit, which may be used
only for paying it on demand to those
who present paper to be exchanged for
it at the fixed rate. In exchange for
the $172,959,911 gold, the Caja has
issued paper money of the nominal
value of $393,090,707; there is also in
circulation the old currency to the
amount of $283,000,000, making to-
gether a paper currency of more than
$676,000,000, to which must be added
about $10,000,000 (of paper value) in
nickel and copper coirs.

The conversion fund in the Bank of
the Nation constitutes the only guar-
antee (beyond the responsibility of the
Nation) for the $2883,000,000 in paper
and the $10,000,000 in coins. The
equivalent in gold, at the fixed rate, of
these two amounts is $128,920,000.

THE POSTAL CHECK IN FRANCE.

THE extension of the system of

postal checks to France has re-
cently been proposed by M. Millerand,
Minister of Public Works, and the de-
tails of his plan are given in “L’Econo-
miste Européen” of OctoYer 22 last. The
system of the postal check was first es-
tablished in Austria in 1882, extended
to Hungary in 1889, and has been in
operation in Switzerland since January
1, 1906.

It is proposed in France that any
person, firm or corporation, upon a pre-
liminary devosit of a sum not less than
100 francs by way of guarantee, may
operate under the postal check system.
The operating accounts will be central-
ized in Paris and in a certain number of
large cities. The owner of such an ac-
count or a third party may make pay-
ments which shall be carried immediate-
ly to the credit of the account. It will
be sufficient for the party desiring to
make a remittance by deposit to file with
the money a memorandum, giving his
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name, address, amount paid and the
designation of the owner of the account
to whom the payment is to be made.
The owner of the account may dispose
of funds to his credit by check, which
shall be paid on presentation at the
bureau having the account. When such
checks are presented at a different bu-
reau, they shall be transmitted to the
bureau where the account is located, and
the latter shall transmit the funds to
the beneficiary by means of an order
pavable at his domicile. When the
beneficiary of a check himself possesses
a current account, the amount of the
check may be carried to his credit by a
simple transfer.

The government proposes that a small
interest be allotted to depositors, in or-
der to reduce the net taxes resulting
from operations on the account. These
taxes will be for each payment five cen-
times (one cent) per 100 francs
($19.80), or fractions of 100 francs up
to 2,000 francs, and at the rate of five
centimes per each 200 franes ($38.60)
for larger sums. For a repayment the
tax will be ten centimes per 100 francs,
or fractions up to 2,000 francs, above
which the rate will be ten centimes per
200 francs. For a simple transfer from
one account to another, a fixed tax of
ten centimes will be imposed upon both
the interested parties.

The success of the postal check sys-
tem in countries where it is established
is indicated by the aggregate of opera-
tions in 1908, which reached in Austria
the enormous total of 18,000,000,000
francs ($3,474,000,000); in Hungary,
5,500,000,000 francs; and in Switzer-
land, 500,000,000 francs.

A BRUSSELS BRANCH OF THE
DEUTSCHE BANK.

REPORT in the London “Statist”

of October 30 indicates that the
Deutsche Bank of Berlin has purchased
a small private banking concern in Brus-
sels, which it is about to turn into a
branch of its own institution. The
partners in the private concern will act
as managers of the Brussels branch of

the Deutsche Bank, and the chief of
them will probably also join the board
of the bank. The growth of the
Deutsche Bank has been phenomenal.
It was founded only in 1870, and it has
now, either through its own branches or
through sub-companies founded and
mainly owned by it, spread its net over
almost every part of the world. All our
readers know what a part it has played
for years in Turkey. It has branches
or sub-companies in almost all the prin-
cipal countries of Europe, the Far East,
and South America.

THE FINANCIAL FUTURE OF
SPAIN.

EFFORTS to carry out financial re-

form are not to cease in Spain
under the recent change of ministry, if"
the declarations of the leaders of both
parties are to be accepted. The new
Minister of Finance, M. Alvarado, ac-
cording to a letter from Madrid in
“L’Economiste Européen” of October
29 last, has expressed emphatic opinions
on the subject of giving stability to for-
eign exchange and taking measures to
prevent the rise in the gold premium.
He has at his command nearly 79,000,-
000 pesetas ($15,500,000) in gold or
gold funds abroad, and although a small
temporary loan will be necessary, he
hopes to be able to support the market
for exchange. The budget plan pre-
pared by Senor Besada, which was bad-
ly received, has been abandoned. It has
not yet been decided whether to call a
special meeting of the Chambers to
vote the necessary credits to cover the
expenses of the war in Morocco or to
have them decreed by the Council of
State, pending the next regular session.
There is some reason to expect, how-
ever, that a special session will be held,
since Senor Maura, the retiring Minis-
ter and leader of the opposition, frank-
ly declared at a meeting of his associ-
ates in the Chambers, that if the
government called a session to regulate
the financial situation, patriotism would
demand that its program be promptly
voted without serious discussion.
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But for the war in Africa, the state
of the budget would be eminently sat-
isfactory and Spain would be able to
continue the progress towards specie re-
sumption and the maintenance of pub-
lic credit which was entered upon so
resolutely by Senor Villaverde after the
war with the United States. The Bank
of Spain, although not always lending
the most effective support to the gov-
ernment in the effort to bring about
stable exchange, holds now about $80,-
000,000 in gold and its circulation is
only about $328,700,000.

THE NATIONAL DANISH BANK.

THE annual meeting of the share-
holders of the National Danish
Bank, under the act of July 12, 1907,
was held on October 12 last. The hold-
ing of annual meetings is an innovation
under the new law and was given spe-
cial interest by the financial troubles
through which Denmark has passed dur-
ing the last two years. The annual re-
port was read by Mr. Strom, one of the
managers. The report declared that the
past year had been materially affected
by the financial crisis. The year had,
however, been fairly favorable for agri-
culture and certain industries, but ship-
ping had fared badly and the com-
munity at large had suffered from the
after-effects of the crisis. Although
several things had contributed to make
the money market easier, there was not
in Denmark, as elsewhere, any abun-
dance of money. The result had been
a comparatively high rate of discount
throughout the year, which closed with
a rate of five to five and a half per cent.
The bank’s profits were lower than in
the previous year, because less was
earned by the exchange of stocks.
Losses on the business of the vear were
insignificant, but a sum of 400,000
crowns ($107,200) had been set aside
towards the bank’s share of possible
losses as a guarantor in the matter of
the banks which were wrecked in the
spring of 1908. The net profits were
2,761,248 crowns ($700,000), against

3,868,857 crowns for the previous year.
According to the new law 750,000
crowns ($200,000) go to the public
treasury, after which the shareholders
get six per cent., which absorbed 1,620,-
000 crowns. One-fourth of the re-
mainder went to the treasury, but left a
sufficient balance to pay an additional
one per cent. to shareholders.

PRESSING NEED OF REFORM IN
THE CURRENCY OF CHINA.

TO preserve her place among the powers
of the world, and to preserve her in-
tegrity as a unified empire, China’s
currency .reform cries aloud for attention.
Most of China’s commerce, import and ex-
port, is localized in the “Treaty Ports,” by
which term is meant generally all ports
open to foreign trade; and this localization
grows more pronounced as the years go by.
Hitherto the banks, foreign and other,
in these “Treaty Ports,” have been reaping
a rich, undue harvest, far beyond the legiti-
mate limits of commerce under the normal
conditions prevailing in countries having a
national uniform currency, through the mul-
titudinous intricacies and the chameleon-
like variations of exchange. This, at China's
expense. In fact, China has been “bled”
for years, to enable these banks to declare
outrageously inflated dividends to their
shareholders as the foreign merchant hav-
ing heavy stakes in China’s prosperity can
testify to his cost.

With a little care and foresight China
need not go abroad to purchase gold with
her depreciated silver. Her vast natural
resources of that metal will suffice for all
her needs for years to come. The question
of the unit that she will adopt as her gold
standard should be carefully considered. It
would materially redound to China’s bene-
fit to adopt a unit as near as possible in
value to the Japanese twenty yen coin.

Failing the adoption of a unit approxi-
mating as close as possible the Japanese
twenty yen in value, the next best alterna-
tive would seem to be to style her gold unit
a twenty dollar coin, declaring the silver
Mexican dollars now so generally in use
throughout the Chinese Empire, one-twen-
ticth each of the gold unit. This would
cause less of dislocation in trade and ex-
change than might perhaps the adoption of
the twenty yen unit.—The Torch, Shanghai.



SAVINGS

DEPOSITS IN SEATTLE.

By O. H. P. La Farge, Secretary The Bank for Savings of Seattle.

HAT are the conditions under

which a savings bank must en-
deavor to work out its existence in a
comparatively new country? Especially
a country new to savings banks? This
question is asked of us by those who are
confronted by a different phase of the
same problem in old and settled com-
munities long habituated to the savings
institution. It has, therefore, occurred
to the writer that a brief account of the
conditions governing in Seattle—a city
which has grown so extraordinarily in
recent vears—would perhaps be found
interesting.

The judgment of method, means or
manner in the Pacific Northwest must
always be tempered with the knowledge
that it is a country which has devel-
oped with abnormal growth and radical
progression during the last ten years.

In Seattle, from a moderately
healthy community, a large city has de-
veloped in full bloom. In the sequence
of events which have brought this about,
all kinds of people who go to make up
a large city have been attracted; specu-
lators, promoters, men unsuccessful in
other places have flocked to this part of
the country.

Fortunately, conditions which made
the earlier possibilities of this large
community, also made the integrity of
many of its earlier pioneers. This
pioneer sturdiness and ambition gave a
foundation, which, added to by national
common sense, served to counteract the
topheavy growth that always accom-
panies large, fast-developing communi-
ties. This rapid growth has brought
men from the middle west, the old

northwest, and the south; sturdy farm-
ers and men of ability in trade.

Settlers coming to stay have usually
arrived with some funds with which to
live until decision as to location, busi-
ness and residence have been settled.
To decide what is best on arrival in a
country like this is often a perplexing
problem. The northwest, especially
Washington, offers such a variety of
different kinds of farming; so many
diffcrent climates; so many desirable
places to live, that it is often a year
before a settler may know what he will
do or where go in the State.

During this time he must deposit his
money, and in doing so he will usually
go to the bank to which he has been
recommended by his local banker.
Some of those who come ‘“‘to look about,”
as the saying is, want to deposit their
funds for the mere safe keeping. The
seeker for a location wants security and
confidence for his deposit and more
frequently will go unintroduced to a
savings bank than to a commercial bank
where his credit has to be somewhat es-
tablished. He goes first to the city for
information; from there to a smaller
center and from that to his final loca-
tion. During the period incident to the
arranging of his permanent location,
his money in the savings bank is of as
little use to the bank as it is to him.
Hence, a portion of the savings bank
business here is one of safekeeping for
a short time.

PropeRr LocaTiON AN ASSET.

The ever increasing growth of Seat-
tle; its rapid business development; its
55
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ever expanding business, change fre-
quently the business of a bank. One
location for a bank would do an entire-
ly different kind of business, if six
blocks away. The topography of the
city necessitates business travel along
certain parallel lines of activity on the
sides of the hills which border the bay.
Streets nearest the bay carry a differ-
ent class of trade from the streets three
blocks up the hillside. It is presumable
that the mental effort, as well as the
physical, in ascending these hills, is re-
sponsible for the fact that a distance of
a few blocks from a place of business
is enough to make the distance seem a
great one. Depositors will not go out
of their way to deposit. A few blocks
from their business location, or conven-
jence to the car when going to their
residence, scttles their depository for
them.

Cr.asses oF DEPOSITORS.

In Seattle we have no large class of
foreign depositors. While there are
many foreign depositors, there are no
large settlements or districts of them,
and no bank can look for a generally
exclusive foreign business. The de-
positor who best knows the value of a
savings bank is the person who comes
from New England and the Eastern
States, where the large savings institu-
tions are so well and favorably known
by all classes of depositors. These do
not hesitate. They ask the bank point-
ed questions in regard to rules, interest,
withdrawal, etc., and are always good
depositors and real savers. The man
who does not know the value of a sav-
ings bank is the man who wants to put
in fifty dollars on Monday and draws
it all out in ten days, with the story
that he is “going down the coast, 'cause
he can’t find nothin’ to do here.” We
were much amused recently by a de-
positor whose business, as he described
it, was “peddlin’ red hots,” who wanted
to deposit some money, to lock it up for
one month, because he was “going on a
bat and would spend it if he could get
at it.”

DEeprosiTtors WiTH A PURPOSE.

There are, of course, many steadfast,
worthy depositors who save and de-
posit to accumulate enough to buy their
own house and lot. These often come
to inquire for a mortgage loan, and make
the best of all our depositors, because in
Seattle nearly all good wage-earners
have their own house and lot, thus bet-
tering to an indescribable extent the
morals, worth and tone of the com-
munity. This, in a way, counteracts the
accumulation of long and steady de-
posits.

Opportunities for investment with
good returns are so frequent in small
pieces of land always increasing in
value, that four per cent. is not always
an attraction for the depositor. Eight
per cent. on small loans is easily ob-
tained, and six per cent. and seven per
cent. returns on small houses for rent.

However, the taxes on new property
are not always light, and small land
owners in new districts sometimes find
thev are in deep water when regrade
and improvement taxes have to be met.
In this way, while the demand for
money makes the rate high and attrac-
tive for investment, the actual return to
the owner when taxes and improvements
are paid will often make a four per cent.
savings account attractive to him.

However this may be, no community
is ever better than that one in which
the homes are owned by the wage-earn-
ers. The mere fact that the home of a
man has been bought through his own
earnings and he has had the opportun-
ity to see his land increase in value, is
enough to make him start to save again
or to continue saving and depositing in
his account for future investments,
either for his future comfort or actual
needs.

ENcouvraGiNGg THRIFT.

We have scarcely had time to feel the
effect of this in savings, as yet, but it
is hoped that thc next generation will
have learned a lesson from the iteration
of this fact by their prosperous parents.
The bank, then, which is best prepared
to meet the conditions of the future
must cstablish itself in the confidence
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of the present generation by studied op-
portunities of encouragement, even at
the cost of adding business by slow and
tedious methods. The best means of
obtaining real confidence in Seattle is
by repeated frank statements of what
the methods of the bank are, what it
consists of and what it does with its
deposited money. Mere capital does
not invite confidence. Successful bank-
ers will not always invite confidence,
nor will a strong board of directors
always do it either, because a strong
board of directors may have many
enemies; but an earnest and frank dis-
play of the works of the bank produces
a psychological effect which can create
no enemies, no suspicion, no argument.

Investments of a bank, so often the
basis of attack by people who do not
know, if publicly shown and displayed
at all times (and they can be if the bank
is a savings bank), will give confidence
to those who would be suspicious of in-
vestments; while to those who do not
understand the functions of a bank,
they will, at least, create no prejudice.

It seems necessary to maintain the
rate of four per cent. at the present
time for some reasons: First: in order
to tempt those people who wish to earn
something tangible on their savings.

Second: to meet the competition of the .

large middle west savings banks which
invade the field with banking by mail
advertisements. But four per cent. will
not always be necessary. At times when
speculative conditions make easy op-
portunity of investment for the average
small wage-carner, less than four per
cent. would seem to him too small. More-
over, when one considers the mumber of
deposits which are opened and closed
without drawing interest, it materially
reduces the rate actually paid.

CoyMPETITION OF COMMERCIAL BANKS.

A savings bank in Seattle doing no
other business but savings must, of
necessity, compete with other banks with
savings departments. This, however,
instead of being a detriment, may be a
help to the savings bank. It gives the
bank an opportunity to show that it
specializes. It enables it to publish its

investments, which a savings department
in a commercial bank cannot always do.
While the tendency of the retail age is
to sell everything under one roof, the
savings bank’s strength is in its single-
ness of purpose and its watchfulness of
the safety of the individual savings de-
posit.

A savings depositor who goes into a
commercial bank with departments has
first to find his own department. He
will be met by a different response
from that which he would ordinarily
meet in a solely savings bank. The at-
titude of the officials of the bank must,
inherently, be different, because the de-
positor is of a different sort from those
usually dealt with in a commercial
bank. He goes to the savings bank
without having to establish his credit,
and only to deposit or withdraw; or,
more often, to ask for advice and en-
couragement.

The depositor in the commercial bank
has first to establish his credit, and
then he deposits, withdraws, and per-
haps borrows from the bank. The at-
titude of mind of the commercial de-
positor with a large bank account ap-
proaching the bank for what he con-
siders his due is very different from that
of the poor fellow who is approaching
the bank to deposit one dollar out of his
weekly or monthly earnings.

Of course there are extreme cases,
but the point is obvious that the rela-
tions are different, and the bank that
has all its tellers, bookkeepers and offi-
cers always ready to extend help and
advice to the depositor who approaches
it with the mental attitude receptive
for it is naturally in a better position to
augment that kind of business.

I do not say that the commercial
banker does not also devote his time to
giving advice and help to his depositors
—that goes without saying—but his ad-
vice is different, his help is different
and on a different plane. For example,
in one day, the bank the writer is con-
nected with, helped a woman to pur-
chase an employment agency, advised
her as to its safety, rented an office for
her and arranged with the telephone
company to give her telephones. On
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the same day we got another depositor
some work to do; advised a man to look
carefully into an investment before
making it, and finally arranged with an-
other depositor where to send her chil-
dren to school. All of this takes time
and patience, but it gives the depositor
an attachment for a place he will never
forsake.

CompeTITION Is KEEN.

In Seattle nearly all the banks have
savings departments, and there is but
one strictly savings institution. This
institution should, therefore, have not
only the advantages set forth above, but
the additional one of making a specialty
of making mortgage loans, this being
the sole basis of loaning of the bank.
Depositors meet with complacency the
statement that no other loans of any
sort are made, and they easily under-
stand and grasp the reason why. The
opportunity for making small loans is
very good. Loans to an amount not ex-
ceeding forty per cent. of the valuation
of the property and inside of the best
districts in the city are easily and care-
fully made. Eight per cent., with no
commission paid to the borrower, is ob-
tained—in competition with brokers who
charge seven per cent. and sometimes
eight per cent. and a commission of
from two and one-half per cent. to five
per cent. The fact that no commission
is charged is a great attraction to many,
although in all cases the borrower pays
all expenses, usually not exceeding
thirty dollars. These small loans arc
a great help to the community, as in this
manner the savings of the depositors of
the community are immediately returned
to the community. Depositors, as a rule,
being interested in real estate of some
sort, believe firmly in the future of their
property and also have faith in the
bank investing in what they know and
understand to be the best investment in
this part of the country.

THE PowER OF ADVERTISING.

In the Pacific northwest, the quickest
way of approaching the future depositor
is, unquestionably, by advertising.
Whether it be by means of personal

solicitation, or by some of what goes
under the name of “bank literature,” or
by the newspaper.

As many depositors are unfamiliar
with the use of savings banks and the
methods of opening accounts in them, a
large part of the advertising must be in
the nature of elementary instruction.
Assumption that the depositor is fa-
miliar with banking is not reasonable
advertising for a savings bank here.
The policy of the bank must be clearly
stated, and here the bank is given the
opportunity to be frank and open and
to make statements that are honest. I
do not mean merely the ordinary bank
statement, but a statement of the meth-
ods of doing business.

Advertising is expensive, but it is ab-
solutely essential. The people of the
northwest are large newspaper readers;
they follow the advertising in the pa-
pers; they read carefully the advertis-
ing in the cars, on the billboards. This
may be because of the smaller percent-
age of illiterate people, which seems evi-
dent, and the general happier condition
of the poor people.

The lack of pauperism on the Pacific
coast is a striking fact to the visitor
from the east. The advertiser, then,
must mect his depositors with facts,
treat him on a sensible basis and point
out facts in a sensible and rational man-
ner. He—the advertiser—is dealing
with one or two sorts of readers, either
one open to conviction or one who is
grossly ignorant of savings banks. The
advertising for one is best for the other,
if it is good, because the argument for
saving appeals to every person.

Tue Powkr or EpucarTioN.

The lack of instruction in saving is
about the only criticism to be made of
the splendid school system in Seattle.
It is most essential that it should be
taught in the primary schools of Seattle
as it is in the New England primary
schools, because the habits of the rapid-
ly growing community tend to extrava-
gance unless controlled, and the rapidity
with which money has been made affects
the youth of the city in such a manner
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that thrift and economy of living is apt
to be foreign to their thoughts.

These, then, in general, are the con-
ditions one meets in this community.
There are many social problems to be
solved in all communities, but in Seat-
tle the absence of extreme pauperism,
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which begets thrift, the luxury of the
land and opportunity of fortune, mean
a constant fight for the savings bank.
There is but one way for it to succeed,
and that is by honesty of intention and
a firm belief that the savings deposit is
a trust and must be treated as such.

SAVINGS BANK LIFE INSURANCE AND OLD-AGE
PENSIONS IN MASSACHUSETTS.

By F. W. Coburn, Field Secretary Massachusetts Savings Insurance League.

THE financial success of the plan of

savings bank life insurance and
old age annuities appears to be very
considerable, according to the figures of
the first full financial year of the
scheme, ending Oct. 31, 1909. These
have just been given out by the Massa-
chusetts State Actuary.

An analysis of the statistics of the
business has shown that the insurance
departments of the town banks after
setting aside the full legal reserve to-
gether with an amount equal to four
per cent. of the premiums to the trustees
of the general insurance guaranty fund
and payment of interest at four per
cent., on the special guaranty fund for
each bank, earned a good-sized surplus,
out of which the State Actuary has de-
clared payable to the holders of all
monthly premium policies a dividend of
cight and one-third per cent. In other
words, one month’s premium is return-
able. Only twenty-five per cent., fur-
thermore, of the surplus profit was ap-
plied to payment of this dividend. The
remaining seventy-five per cent. was set
aside as a surplus fund, which may be
used later on toward retiring the gen-
eral insurance guaranty fund of the
banks.

Such a showing at the end of the crit-
ical first year has naturally made the
friends of the movement somewhat
cheerful. A sceptical life insurance
man has observed that if the expenses
of the State Actuary’s office were to be
charged against the two banks the sur-
plus might not look so comforting. Yet

the renlv to that observation would un-
doubtedly be that most of the actuarial
work which is now being done has refer-
ence to future years, in which many
more savings banks will have insurance
departments, and that it therefore rep-
resents an investment by the Common-
wealth of Massachusetts for the benefit
of the citizens, which is not properly
chargeable against the business of a
single vear.

That Massachusetts savings banks by
virtue of economical, efficient manage-
ment are able to take care of life in-
surance at very slight expense seems to
be proved by such figures as medical ex-
aminer’s fees, $3,546.75; salaries of
officers and home office employes,
$1,024.10; compensation to agencies,
$107.41; incidentals, $422.02. These
represent a very small outlay, consider-
ing the amount of detail work per-
formed. The medical examiners have
generally out of interest in the cause
charged less than they would ordinarily
expect, and the officers of the banks
have given faithful and efficient service
out of hours. They show that the ag-
gregate insurance totals of the Whit-
man Savings Bank and the People’s
Savings Bank of Brockton on Nov. 1
were, respectively, $550,091 and $442,-
570, not large figures as life insurance
totals go, but representing a very cred-
itable beginning.

An aggregate of 2,521 policies out-
standing was involved. There were also
outstanding thirty-two deferred annu-
ities, representing annual payments of
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$5,406.  Policies terminated, either
through surrender, lapse or failure of
the insurants to make the initial pay-
ment, were 505 at Whitman and 265 at
Brockton. Comparison of the net rates
at which savings bank insurance and
commercial industrial insurance are of-
fered is interesting. While the indus-
trial companies have made two sweep-
ing reductions in their rates since the
savings  insurance movement  was
launched, the savings bank policy hold-
ers, with the present dividend of eight
and one-third per cent., get a rate which
is about twenty-three and one-third per
cent. less than that of the insurance
companies. The rates on the quarterly
premium policies of the savings banks
do not, of course, show so great an ad-
vantage, but the net rates are said to be
the lowest rates for policies of similar

amount attainable from any legal re-
serve insurance management.

The outlook for a great extension of
savings bank insurance in the financial
vear just beginning is said to be favor-
able. Several new firms have recently
become savings insurance agencies, and
others have the matter under considera-
tion. The concerns which have thus far
been the largest contributors to the
totals of savings bank life insurance are
the following: United Shoe Machinery
Company, Fore River Ship Building
Company, George E. Keith Company,
Regal Shoe Company, Boston Ty-
pothetee, C. K. Fox, Dennison Manufac-
turing Company, Commonwealth Shoe
& Leather Company, W. H. McElwain
Company, F. W. Bird & Son, Winslow
Bros. & Smith, and the Tubular and
Stud Company.

THE TELLER AND HIS TASK.

MISCELLANEOUS DEPOSITS AND DRAFTS.
By W. H. Kniffin, Jr.

in such cases is necessary. The term

IN our treatment of the deposits and

withdrawals in a savings bank, thus
far, we have considered only those
which are regular, that is, the depositor
appearing in person with the pass book
and the transaction having becen made
in cash. But inasmuch as a great many
transactions are what may be termed

“irregular” will include deposits by
check, deposits without the book, de-
posits and withdrawals made by other
than the depositor, deposits and drafts
by mail (not including banking by mail,
which will be treated separately), trans-
fer of accounts, and deceased persons’

irregular, a clear idea of the procedure accounts. The latter will be touched

ml_r-_ PASS BOOK MUST BE PRESENTED WITH THIS ARECTIPT.
et /0767 . . UTicA. N. YA&AQ#__
moun-ZcmM g '."”g

e RECEIVED FROM

THE SAVINGS BANK OF UTICA

WITHORAWN PRON 4y OSPOSIT i SAID BANK AS SHOWN Y HTY SOON NULSERED A8 ASOVE.

77 T

WITNESS:

Form 1.—Envelope same size as withdrawal blanks. Intended to enclose ‘‘home-made" orders. A
good idea of the Utica, N. Y., Savings Bank. Can also be used for filing an original order call-
ing for payment of any or all monies standing to credit of depositor, to stipulated party, together
with subsequent orders signed by person so designated.

—_—
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apon but incidentally, as it is of enough
importance to merit extensive treatment
by itself.

“HoMe MADE” ORDERs.

In spite of the fact that many sav-
ings banks are now including a form
of withdrawal, to be used by depositors
not coming in person, many “home
made” orders are received, on all
sorts of paper, and in all sorts of
shapes and sizes. It would not seem
to be a difficult matter to follow a plain,
simple set of directions for properly
making out an order on a savings bank,
yet many of the sort shown in the last
number of THE BANkERs MAGAZINE are
received, and in order to avoid being
arbitrary, and put the depositor to un-
necessary trouble, they are honored.
A savings bank in Michigan not only
gives the proper form, but has several
blank checks in the back of the book,
perforated, for such cases, and this
would seem to be an excellent idea, al-
though adding somewhat to the cost of
the book. It is not, however, customary
among savings banks to encourage this
“absent treatment” (to borrow a term
from Christian Science), but rather to
encourage over-the-counter-banking in
person. But the Utica Savings Bank
has a most excellent idea (Form 1), in
this regard, in the form of an envelope
about the size of an ordinary check,
in which such home made orders may be
filed without using pins or paper clips.

The receipt of the one presenting the
order is taken on the outside, and for
filing it is much better than any idea
yet come to the writer’s notice. As will

CHARGED._ . 19 Assemtle.._ ...

o e e i

Smsitom
oamue 0t

Form 2.—Transparent envelope for filing “Home-
made Orders.” A very good idea. Notations
by officer at time of payment.

be seen from a study of the form, it
can be used for filing the original order,
where an unlimited order is filed, and
also for all subsequent orders. But this
would not apply where banks are in the
habit of filing by months, and not by
account numbers.

Form 2 embodies the same idea; but
in this case the envelope is trapsparent
and the order can be inserted and read
through the cover, while notations may
be made on the outside, as indicated.
This, too, is a good idea.

THE NoTary’s CERTIFICATE.

As has been stated before, a savings
bank, unlike a bank of discount, is not
bound to know the signature of its de-

Pay to Q%
FErn o~

8./0T>
To .THE HUDSON CITY SAVINGS INSTITUTION,
OF HUDSON, N. Y.
..................... or bearer,
.......................................... Dollars,

Witness to Signature —_

THE PASS BOOK MUST
BE PRESENTED WITH THIS CHECK

SIGN HERES—_ /. A (-2 f 22

Form 3,~Withdrawal Form. Depositor not coming in person.
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positors, but is bound to use ordinary
care that payment is made to the proper
person. And what is ordinary care
will depend upon the circumstances. It
would probably be true that the signa-
ture of the average savings bank de-
positor would not, alone, be a safe
guide, for many such depositors have
not yet learned the commercial value
of sticking to one form of signature. To
them, “Mrs. Smith” is as good as Mrs.

THE BANKERS MAGAZINE.

which is a combined order and Notary
Public’s certificate of the inability to
write. The sample should have been
signed by mark, but the omission was
discovered too late to correct the error.

In case such an order should be ques-
tioned, it is quite likely the bank would
be amply sustained, as it had used due
precaution to prevent fraud (the book
accompanying the order), and the only
ground upon which the plaintiff would

Broadway, 32d St.

{March,
%
H
£
£

~Bad™ Write In this corner the amount you wish to draw, In plain figures: -~ ad
dollars above the word ‘‘Dollars,” cents above the word *Cents.”” leo | —
DOLLARS.. | CENTS.
-4,....1909

Fv-;";'m;.'“ New York.--.--&‘-m?m
¢ | (J0i0D Dime Savings Institution,

6th Ave.

} Payon Book No\ee:e\

Amount
very plalndy n\| 4.4 this shall be your receipt.
WORDS. N
Alwayssign' e .
o you did a l Yo lewfine Yablexnan,
firet,
¥Previous Balance, Paid by Entered by Big. exd. by
lan A S o \oco

TAe Russ-book miust be presenied with the abowe d-afl, and the

Natary Public, who will sign and seal the following Certificate.

State af\f{m\Zﬂk_ ...... . County ofsSrms %mzke ..... ss:

sgmarure (whether by writing ov mark) must be made before &

I certify that the above draft was signed, in my presence,

was fully identificd 1o me as the depositor named in sard pass-book.\.0a. Ov\e: .. ... ..

e, who is personally known fo me, and

SEAL]

Form 4.—Withdrawal form with notary’s certificate. Union Dime Savings Bank, New York.

Evelyn Brown Smith, as she originally
signed herself. Herc it is that the test
questions become valuable and identifi-
cation is not a difficult matter. But
there are times when it is impossible for
the depositor to come in person, or to
fill out an order that will pass muster,
as in sickness, accident, signature by
mark, etc.

To meet such emergencies, many good
forms have been devised, and one is
shown herewith (Form 8), used by the
Bowery Savings Bank, New York,

have to stand would be that of fraud in
the execution of the instrument, and he
would have to prove that he was not
negligent and did not make it easy and
possible for the fraud to be committed,
and even then he would not have a very
good case, for what more could the bank
do than it had done?

Form 4 embodies the same idea, and
is used by the Union Dime Savings
Bank, New York, and also Forms 7 and
9, of the Dollar Savings Bank, also in
Manhattan. The latter will be found



SAVINGS BANKS. 63

Mmu/%\ 19010\ $50.-
PROVIDENCE IréTITUTION FOR SAVINGS.

Pay “ 3 “ov\o\'

of Accdunt No.a'oa‘q‘

(Sign kere.) ) g\‘. 5 \'QU P&\.\ QL\’\X

Witness ,,)(M‘\E A\nxse

or Bearer,

Dollars,

Pass-Book must be presented with this order.

Form 5.—For use of sick depositor in withdrawing money. Physician’s certificate on reverse side.
Providence Institution for Savings, Providence, R. I.

The Passbook must be presented with this order.
1f a trustee account, add the word ‘‘trustee’’ after the signature.

DOLLAR SAVINGS BANK.

Pavy 'ro BEARER AND CHARGE PASSBOOK NO.. ]Z éf? R

W ....... .. .DOLLARS

DEPOSITOR'S PRESENT ADDRESs < 2 & f. 72 S/ﬂ -/%
DEPOSITOR'S AGE. 37 .FATHER’S FULL NAME _\/cHZccc W
RIRTHDAY 7 ( 2, MorTuER's FULL MAIDEN mmx-% ara M

STATE OF i 7 OUNTY OF W‘Q 7 7C/s.s.

On this /£ day of% ... 1970 _ the Depositor above described

was fully identified to me and signed the above order in my presence, and at the time
was of sound mind and knew the nature and amount of this order.

NOTARY'S
SEAL  ©

NOTE—This order Is only to be used by Depositors who cannot come to the Bank and are unable to write. It should be filled out
bty a Notary Public.

Form 7.—Withdrawal order with notary's acknowledgment. Dollar Savings Bank, New York.
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to include the pedigree of the depositor,
and would seem to be an extra pre-
caution and a very good suggestion. Of
course, it is not to say that one who can
answer the test questions correctly is
the depositor. One illustration was
given in the December BANKERs Maga-

THE BANKERS MAGAZINE

Wall vs. Emigrant Ind. Sav. Bank 64
Hun. 249.

The Providence Institution for Sav-
ings, Providence, R. I., provides a phy-
sician’s certificate for withdrawal in
case of sickness, the certificate being
printed on the reverse side of the order,

PHYSICIAN’S

7 kerety certify, ¢

affix.. V\AS

in my opx’nion...&\b

Sign hrq

CERTIFICATE.
Providenn,m . 3\ ... 190
al I saw

pIVY (S (\. \m

.. Signature, mark-upon the within
order, that I read said order Io»\.\hﬂ\/, and that

‘... was at fhe time of sound
mind, andi understood wlmlm.i\u...., . was doing,

and wished said order to lake efect.

)cw\e, VLwxse”

ithin named

3'50'

Received under the within order from
Providence Institution for Savings on

Acc't and Bank Book No.Z0.9 7_

ao . . em

Form 6.—(Reverse of Form 5.)

zINE. Another occurred some years ago
in the Emigrant Industrial Savings
Bank, in which instance the one per-
petrating the fraud wrote the depositor
a letter, asking the information neces-
sary to answer the bank’s queries.
Knowing the depositor’s pedigree and
being able to imitate his signature, pay-
ment was duly made and sustained.

making a compact and complete docu-
ment. (Forms 5 and G.)

Derosits WiTHouT Book.

It is the custom in some, banks to re-
fuse to make any transaction without
the book, except in cases of lost books,
where the presentation of the book is
impossible; but in order to accommodate
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New York,
THE BOWERY SAVINGS BANK.

28 aad 130 BOWERY, NEW YORK,

ZhyM_ELA&&4SL_£LQQ¥d2L_~___
M Doltars,

1909

or Bearer,

FAR

STATE or‘m&ﬂwﬂn Y*) .............
COUNTY OF. .‘Aﬁ.&a “Q!‘ S }

and charge to my account No. _.'loa-h

A&w k\b 6 wa Xl

ss. @

.\
Q@

<

knowledged thnt_‘...c\.ﬂ..‘......‘wu unable to
Browem Okwa—

<
On thu-...:&&h&h\_ ..... ——day nb.w -\AAL\A. -~ _one th d
nioe hundred ludw_ o befote me.)M.L. y_\._x&.ﬁfl‘ll

a Notary Pablic in and for the County ofshe: Maxk. . State of. X\
personally appeared Olaxomdtr Swvmall

to me known and known to e to be the individual described in, and who execut-
ed the foregoing order on THE BOWERY SAVINGS BANK, and acknowledged to
me that he executed the same for the purpose stated therein; and furl-ldler..ac-

“QV\U

wﬁu_._gAA:h_Jiénatm because of

_/

I WrrNgss WHERROF, I have, hereunto set my hand and affixed ‘my
official seal, on the day and year above written.

Arih e

COUNTY CLERK'’S CERTIFICATE MUST BE ATTACHED.

Form 8.—Withdrawal blank to be used when depositor is unable to write.
Bowery Savings Bank, New York.

depositors who have forgotten the book
or cannot obtain possession of it, many
savings banks have proper blanks for
such cases. The routine of the bank is

5

upset somewhat on account of the neces-
sity of obtaining the depositor’s num-
ber from the indices. With the card
system, this is not difficult. The usual



THE BANKERS MAGAZINE.

The Passbook must be presented with this order.
It a trustee account, add the word “trustee’’ after the signature.

DOLLAR SAVINGS BANK.

Pav TO BEARER AND CHARGE PASSBOOK No.v.f..@-.é],.-g_

S———— ;dwa: .DOLLARS
DATB,.f%-,.(Q: 7T < o

SronaTne %&/ W

DEPOSITOR'S PRESENT ADDRESS . ff 6. //Z %:_m_. —CS
DEPOSITOR'S AGE_ .Z_Z. FATHER'S FULL NAH&%/ acee X GM

/

BIRTHDAY L/ 77 - 1.

... MOTHER'S FULL MAIDEN NAME & 07 (Aot

NOTE—Tlusotd«!somytobouudbyDemlmmammowmbuknumuuww-m&"s”mmm-rmamu
i1l out the check and write in the Depositor’s name like this—Samuel Smith orM-'y Smith,
The Depositor should then sign the order by msking an X mark In m-mdmunlamn«wdw
3 of persons known to the Bank, who should cenify the fact to the Baok on the form below:

W E HEREBY CERTIFY TO THE DOLLAR SAVINGS BANK.

1st, That we saw the Depositor sign the above order on the date written.
2nd, That the Depositor named and described was fully identified to us.
3rd, That the Depositor was of sound mind at the time and knew the nature and

amount of this ord
‘IAML___ s/;Z/IM e
My Passpook No.. f7f73 ADDRESS IS . Ce-//7 /ﬂ}?%

My PASSBOOK

Form 9.—Complete and comprehensive form for withdrawing funds, when depositor does not

come in person. Note test questions and witness' certificate. Dollar Savings Bank. New
York. Does not include notary’s certificate, but has i d two wit

procedure is to issue non-negotiable re-
ceipt for the amount, and in some banks
note is made on the ledger that the de-
posit is not on the book. The surrender
of the reccipt is usually required before
the entry will be made on the book.
(Forms 7-8-9.)

The coupon receipt shown in Form
10 is the most desirable, as the stub can
be detached and form the deposit ticket,
and at the same time indicate to the
posting clerk that the deposit is irregu-
lar and due note made opposite the
entry. Such a form will answer in cases

Hudson. N. V..

/ﬂg...’, 72 _196°
Deposited iy
PPy Feadon

r__

Hudson Olny—ﬁahiugn Justitution i

Doliers (850" )

0 be credited on Book No.«< =2 7.6 =
in name of
v g <2 £ 2 4

=J-3
| Dalrs8 o)

upon presentation of .md Pass Book and the surreader of this receipl.

fo be credited on Pass Book No. m

STITUTION.

HUDMW

[e—

Form 10.—Receipt given when deposit is made without the pass book. Stub retained by bank

and used as deposit ticket.

Hudson City Savings Institution. Hudson, N. Y.
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DEPOSITED IN THE

CORTLAND SAVINGS BANK

TO THE CREDIT OF

MMMV\N@M

bye\vuaal”ﬁ $50-

Cortland, N. Y. CORTLAND SAVINGS BANK
Q:p&'_’(._o_q_ Per

This olip is merely & dum; it is not traneferable and the amount deposited can be drawn ocaly
by the party 10 whose credit it is placed, and upon presentation of the pass book.

Form 11.—Deposit receipt issued by the Cortland (N. Y.) Savings Bank for deposits without the
pass book.

where deposits are made by one person

¢ h MEMORANDUM.
or another. . ALBaNy COUNTY SAVINGS BANK.
Such deposits are frequently made NOT NEGOTIABLE.

as birth-day glfts, etc., and the book be- - § pog  Pus Bk Mo 226 395

ing in possession of the donee, evidence S ¢ SX
is desirable that the deposit has been 3
Amoual, J_a_a_o_

duly made. Withdrawals should not be
permitted without the book, unless the e 7 ﬂ ’fﬂ"‘fl/ Tller
reasons for so doing are most urgent and JSkEEP THiS IN YouR Pase's

of sufficient importance to warrant the Form 12.—Receipt issued when pass book is not
breaking of a rule which should, in so presented with deposit. Albany County Sav-
far as possible, be strictly adhered to. ings Bank, Albany, N. Y.

The importance of giving receipt will

be seen from the following instance that claimed he had made a deposit without
occurred in Brooklyn recently. A the book; that his book had been lost,
young man came in the bank and and that he had sent his younger brother

The Dime Savings Bank,

Aovoon Norwich, Conn. AU 17 1908

which o¢ credfled on your Deposit Account No. /77/ / .
M«@ s anarett 'C"’\ .. Treasurer.

Form 13.—Deposit receipt issued by The Dime Savings Bank of Norwich. Conn., for deposit
received without the book.
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with the money, and at the same time to
notify the bank of the loss of the book.
There was no such entry on the bank
ledger and he had no receipt for the
amount, and the officers were certain
that they never received such a deposit
without issuing receipt. After annoy-
ing the bank officials for some time, in
order to settle the matter, he was
credited with the amount, which was
trivial; but as a matter of law and of
banking it was not a good case for the
depositor and it is doubtful if the pay-
ment was warranted, save on the ground
that the youth might have influenced
some good accounts away from the bank
and it was cheaper to pay him his
money. Even then it was establishing a
bad precedent.

(To be continued.)

ARTLESS JAPANESE FINANCE
NOT FAVORED ON THE
PACIFIC COAST.

APANESE banks are peculiar at home
and, when transplanted to America do
not always lose their native traits. There

is a recent and perfectly authentic case of
an American gentleman who wanted to bor-
row $2,000 with which to buy more curios
in Japan, and, having no handy security,
went to the manager of a bank in Tokio
and asked for a loan on his word. He
looked reputable, but the loan was made
because of the use he meant to make of
the funds. With the bizarre patriotism of
his race, the banker argued that, even if the
$2,000 were never paid back, it would help
out the business of Japan and could be
charged up as a patriotic offering. Hap-
pily there was no national bank inspector to
object, and as the loan was repaid with in-
terest, the deal, however it violated bank-
ing principles, was a profitable one.

But the artless and happy-go-lucky ways
of Japanesc finance do not work well in
America, hence the recent official closing of
eight out of ten Japanese banks in Califor-
nia. These institutions were comic-opera
banks which should have been run to the
music of the samisen and under the patron-
age of the geisha, for the money taken in
was allowed to flow out like hot tea at a
cherry-blossom dance, and into enterprises
more or less irresponsible, in which the
bank officers had invested. Strange to say,
no explosions followed, and it may be that
the little brown financiers would, but for

the new banking law, have kept merrily cn
for years, watched of the god of wealth and
harming nobody. Who can tell? No one,
unless he has deciphered Japanese charac-
ter, can presume to say whether the method
would have been changed.—San Francisco
Chronicle.

BIG TRADE ACROSS ISTHMUS.

RANS-ISTHMIAN traffic between the
Atlantic and Pacific is becoming a
factor that must be reckoned with in

competition with the transcontinental rail-
ways.

According to figures made up in the
Bureau of Statistics of the Department of
Commerce and Labor, more than $60,000,-
000 worth of American merchandise was
carried by rail across the Isthmus of Pana-
ma and the Isthmus of Tehuantepec during
the fiscal year 1909, and in the calendar
year which ends next month the total will
probably reach $75,000,000 in value.

Of the two railway lines which now carry
freight across the narrow neck of land con-
necting North and South America, that at
the Isthmus of Panama is forty miles long;
the other, at the Isthmus of Tehuantepec,
190 miles. The one at Panama, owned by
the United States Government, is, of course,
largely devoted to work and traffic growing
out of the construction of the canal; the
other, at Tehuantepec, constructed chiefly
by British capital and controlled in part
by the Mexican Government, was built es-
pecially for the purpose of handling freight
between the Atlantic and Pacific, and, al-
though opened only at the beginning of
1907, has already carried about $10v,000,00C
worth of merchandise, chiefly between the
Atlantic and Pacific coasts of the United
States.

GOLD AND SILVER WORKERS.

NOVEL system of classification of

employes is followed in the Panama

Canal Zone. The men are rated in
two divisions, known as the gold and the
silver divisions.

The gold employes, according to the
“Bookkeeper,” are the engineers, clerks,
bookkeepers, auditors and all except the
mechanics and ordinary laborers, who are
classed as silver men. There are 4166 of
the gold men and 22,322 of the silver men.

The latter are again classified into Ameri-
can, European and West Indian laborers.
Of the total number over 10,000 are from
the West Indies and the old country. The
gold men are so named because they are
paid in United States currency, while the
silver men are paid in Panama currency,
which has only a local circulation.




TRUST
COMPANIES

Conducted by Clay Herrick.

IS THE TRUST COMPANY TO LOSE ITS DIS-
TINCTIVE CHARACTER}?

WHAT may be considered the first
necessary step in the permanent
establishment of the trust company as
a factor in our civilization,—namely the
recognition of the superiority of the
corporate over the individual trustee,—
has doubtless been accomplished. It is
true that the individual is still used more
than the corporation as trustee, admin-
istrator, executor and agent, and pres-
ent conditions may continue for many
vears. But the principle is thoroughly
established, the most intelligent people
recognize it, and the customary employ-
ment of the corporate rather than the
individual trustee is only a matter of
time. The developments of the future
cannot but be away from the old plan
of placing trusts in the hands of in-
dividuals, and the field for the trust
company must be ever widening.

But now arises the question whether
this field is to be occupied by trust
companies of the original and distinctive
type, i. e., by corporations existing for
the principal purpose of executing
trusts, or whether it is to be open in-
discriminately to all financial institu-
tions, who may undertake it merely as a
side-line along with other business.

That the tendencies of the last few
years have been unmistakably towards
the latter outcome seems unquestionable.
The lines of demarcation between the
trust company and other classes of
financial institutions have been rapidly
disappearing. Already in many com-
munities the differences between trust
companies and other banks are so slight
as to escape the observation of the un-
initiated, while even experts must find
the differences in the theories upon

which the various institutions are
founded rather than in the functions
which they actually exercise. This con-
dition is the result of several tendencies
which it will be useful to examine in
some detail.

How THE Trust CoMpaNY Is LosiNg
Its INDIVIDUALITY.

First of these tendencies is the en-
croachment of the trust company itself
upon the field of the savings and the
commercial bank,—the movement which
has made the trust company of to-day

-in many localities combine all the func-

tions of the regular commercial bank,
the savings bank and the trust company,
with the last-named functions often fur-
nishing only a small provortion of the
business done. While the first corpora-
tions doing a trust business were also
engaged in the insurance business, the
latter was soon dropped, and until the
last quarter of the nineteenth century
the trust company was a corporation ex-
isting for the prime purpose of execut-
ing trusts. A few—a very few—of the
older companies still confine themselves
principally to that line of business.
Along in the eighties began the great
development of the modern trust com-
pany, and that development has been
accompanied by an ever increasing as-
sumption of banking powers by trust
companies.

The first large growth in this direc-
tion was in the expansion of the sav-
ings departments of trust companies,—
a line of business which is certainly
closely allied with trust business, and
quite naturally grew with it. In most
States the savings department to-day
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represents a very large part of the busi-
..ess of the trust companies, which often
carry the major part of the savings de-
posits of their communities.

CHECK AcCOUNTS ACCEPTED.

Experience soon proved that manv
customers desired the privilege of car-
rying checking accounts, and business
of this kind also grew rapidly. There
is a class of checking accounts which are
not properly “‘commercial accounts” in
the old sense, and for which the old-
time commercial bank made little or no
provision. These are the accounts,
usually with comparatively small bal-
ances, of professional men,—lawyers,
doctors, teachers and others,—of women,
of persons retired from business, or of
business men who wish personal check-
ing accounts aside from their regular
business accounts. These depositors
wish and expect no accommodation other
than the safe keeping of their funds
and the honoring of their checks; though
in recent years interest on the larger
balances has been offered and of course

accepted by the depositor. The number *

of such accounts and the volume of busi-
ness connected with them have increased
prodigiously in recent years, and banks
of all kinds now desire this business;
but in earlier years their number was
small and the accounts were not wanted
by the banks unless in exceptional cases
where the balances were large.

CoMMERCIAL ACCOUNTS ACCEPTED.

From the carrying of accounts of this
class the next step was the acceptance
of regular commercial accounts carrying
discount privileges, where the law did
not specifically forbid it; and a large
number of trust companies now handle
such accounts quite as freely as do the
commercial banks. Thc laws of more
than twenty of the States specifically
authorize trust companies to engage in
commercial banking, while the absence
of prohibitory statutes permits it in
other States. With the exception of four
or five States in which the laws abso-
lutely prohibit trust companies from do-
ing a banking business, it is safe to say
that most trust companies throughout

the country take all the savings and non-
commercial checking account business
that they can get; while in about half
of the States they undertake regular
commercial banking, including discount-

ing.
CoMPETITION OF STATE BANKS.

A second tendency, more recent in
origin and thus far less fully devel-
oped, has been that of granting trust
powers to State banks. An early in-
stance of this is the statutes of Illinois,
which authorize the incorporation of
State banks with trust powers. Ken-
tucky and Ohio have recently enacted
laws permitting the establishment of
companies having both banking and
trust powers, and similar legislation has
been proposed in other States. The
granting of full banking powers to trust
companies, which as already stated is
done in more than twenty States, of
course accomplishes the same result, the
only difference being that the corpora-
tion is called a trust company instead of
a bank.

COMPETITION OF NATIONAL BANKs.

A third tendency is the increasing
exercise of limited trust and savings
bank functions by national banks and
the proposition which has gained ad-
herents in some quarters of amending
the National Bank Act so as to pcrmit
such banks to excrcise full trust powers.
The Fowler Bill, it will be remembered,
contained such a provision. Some of the
less distinctive powers of trust compa-
nies have always been exercised by na-
tional banks, at their discretion; but the
tendency is to an increasing use of such

powers. At the meeting of the Trust
Company Section of the American
Bankers’ Association in 1908, Mr.

Breckenridge Jones gave a very force-
ful presentation of the drift in this di-
rection, in his address on “The Trust
Company a Necessity.”

PreseNT TENDENCIES.

We have, then, the facts that the trust
company has assumed quite complete
banking functions, and that both State
and national banks have assumed some
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trust functions and tend to assume more,
while the proposition of giving them
complete trust functions meets with fa-
vor in some circles. It must be evi-
dent that if the present tendencies con-
tinue long enough, we shall have but one
kind of financial institution, which will
combine all the functions of the com-
mercial bank, savings bank and trust
company. Two questions naturally
arise—will the present tendencies con-
tinue, and if they do will the result be
good? As to the first question, the
writer is not a prophet and therefore
will not prophecy; but he may be per-
mitted to say that intelligent considera-
tion of the subject may have some effect
upon the tendencics.

It should be noted, too, that an op-
posing tendency has developed alrecady,
in the growing practice of establishing
trust company adjuncis to national
banks or of the control by the same in-
terests of both a national bank and a
trust company. This plan recognizes
both the necessity of the trust company
and the desirability of distinctly sep-
arating trust business from banking
business.

What may also be considered a coun-
ter-tendency is found in the movement
for the segregation of savings deposits
in companies which receive both savings
and commercial accounts; for, while it
does not bear directly on trust business,
the principle involved is the same, name-
ly, that where distinct lines of business
are transacted by a given corporation,
the assets and liabilities of each line
should be kept separate.

THE SUGGESTED SOLUTION.

On the question whether good results
would follow if we were to drift into
the practice of maintaining but one kind
of financial institution, handling all
kinds of banking and trust business, in-
stead of preserving separate institutions
for the trust business, the writer is dis-
tinctly of the opinion that the results
would not be good. The differences in
theory and in practice between purely
trust business and commercial banking
are many and vital. Risks and methods
of business that are quite justifiable in

the latter are wholly improper in the
former. If the two are handled by the
same corporation it is inevitable that
one of two results must follow:—either
the commercial banking will be unneces-
sarily restricted or the trust business
will be involved in liabilities with which
it ought not to be burdened. The segre-
gation of the business into departments
may mitigate the evils, but cannot
wholly do away with them. Such segre-
gation can never be complete enough un-
til it results in the maintenance of sep-
arate corporations for the two lines of
business; and this is the plan adopted,
as already suggested, by those who
maintain both a commercial bank and a
trust company under the same control or
with a community of interest. This plan
seems to accomplish the benefits of the
all-in-one method, without the evils at-
tendant upon the latter. To the writer’s
mind it points out the proper solution of
the problem, and it would result in ulti-
mately reducing our financial corpora-
tions to two classes—commercial banks
and trust companies,—the latter includ-
ing the business of handling savings
deposits.

DrawiNg THE LINE.

Just where the line should be drawn
between the two classes of institutions
is, of course, not a simple problem; yet
the results of experience would seem to
indicate that the best point of division
would be at the point where purely com-
mercial bankmg begins,—i. e., banking
which shares in the risks of ordinary
business, which lends upon the credit of
those engaged in mercantile, industrial
and manufacturing pursuits. Reduced
to its simplest form, this would mean
simply that the making of discounts or
the “buying” of commercial paper would
be the point of departure, as is practical-
ly the case to-day in several States. The
carrying of checking accounts for per-
sons who do not expect discounts in re-
turn is not properly “commercial bank-
ing,” although that term is often loosely
applied to such business; it does not in-
volve the peculiar risks of strictly com-
mercial banking, which are due to the
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character of the loans made, the “accom-
modations” furnished. The chief point
of clashing between banks and trust
companies has been over the commercial
accounts. It is probably too much to
expect that any line of division could be
drawn which would be wholly satisfac-
tory to both parties; but none appears
less objectionable than this of purely
commercial accounts as above defined.

That the savings business is a proper
function for trust companies seems to be
admitted by general consent. The tak-
ing of savings deposits by trust compa-
nies is almost universal throughout the
country. Both law and custom have
hedged about both lines of business
much the same safeguards. Their forms
of investment are very similar, if not
identical. The savings account partakes
of much the same character as the trust
account.

The problem involves a consideration
of the rights of those engaged in com-
mercial banking and those engaged in
the trust company business; but most of
all it involves a consideration of the
future effects upon the country as a
whole. In the long run, the interests of
all are the same,—the perfection of a
system which shall best secure safety
and facility in the handling of the finan-
cial affairs of our people. The writer
does not doubt that the good sense of
the American people will solve this
problem in the wisest manner; but he
believes that the time is ripe for an

Farmers’ I.oan & Trust Co.,, New York....
Central Trust Co.,, New York............ P
Illinois Trust & Savings Bank, Chicago...
Guaranty Trust Co., New York...........
United States Trust Co., New York.......
New York Trust Co.,, New York.........
Mercantile Trust Co.,, New York..........
Union Trust Co., New York..............
Merchants’ Loan & Trust Co., Chicago.....
Equitable Trust Co., New York.........
Union Trust Co., Pittsburgh.............

Morton Trust Co., New Yor

United States Mortgage & Trust Co., New York...........
Girard Trust Co., Philadelphia............
Knickerbocker Trust Co., New York......
Bankers Trust Co., New York............

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

earnest consideration of the paths into
which the present tendencies are lead-
ing us.

EDWARD T. PERINE'S ADDRESSES.

THE Audit Company of New York
has published in book form the
two addresses delivered by Edward T.
Perine before the Trust Company Sec-
tion, A. B. A, in 1905 and 1909, to-
gether with statistical tables of Ameri-
can trust companies. The two addresses
present an able statistical account of
American trust companies from 1875 to
1909, covering the period during which
their marvellous growth has been accom-
plished. The growth in total resources
of the trust companies of the country is
shown to be from $3,188,085,328, in
1904, to $4,609,088,800, in 1909, an in-
crease of $1,471,003,472, or about
forty-seven per cent. in the five years.
The number of companies has grown
from 994, in 1904, to 1,496, in 1909,—
over fifty per cent. The number of
companies on a dividend paying basis
was 560, in 1908, and 984, in 1909, the
average rate of dividends having in-
creased from 10.3 per cent. to 11.9 per
cent. Mr. Perine estimates the earnings
of all the companies for the five years,
1904 to 1908, inclusive, at 250 millions
of dollars, or at the rate of 50 million
dollars each year.
One of the statistical tables in the
book gives a list of the 1,496 trust com-

Total Resources
(In Thousands)

1904 1909
............... 72,081 152,528

57,515 112,764
............... 90,913 101,592
............... 48,473 99,048
............... 73,036 95,218
............... 64,128 92,805
............... 68,834 89,582
............... 60,229 78,170
............... 49,512 66,560
............... 66,524 63,749
............... 50,577 60,925
............... 61,134 60,246

41,422 59,195
............... 36,603 51,268
............... 51,247 50,589
............... 16,944 50,407
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panies in the country, arranged in the
order of their total resources in 1909,
with a comparison with the standing of
each in 1904. It is shown that in 1909
there were three companies with total
resources of over 100 millions; sixteen
companies whose total resources were
over fifty millions; eighty-nine, over
ten millions ; 152, over five millions; 556,
over one million ; 940, under one million.
The sixteen companies having resources
of over fifty millions each are shown in
table on opposite page.

RESOURCES OF TRUST COMPAN-
IES AND OTHER BANKS.

THE National Monetary Commission

has recently made public its fig-
ures showing statistics of all banks in
the United States, including island pos-
sessions, as of April 21, 1909. The
statistics include national, State, sav-
ings and private banks and trust com-
panies. The total number of institutions
reporting was 22,491, whose total re-
sources were $21,095,054,420; capital,
$1,800,036,368 ; surplus and profits, $1,-
834,625,428; aggregate deposits, $16,-
318,613,082.

These figures give the opportunity of
learning the relative importance of trust
companies as compared with the other
financial institutions of the country. For
this purpose the statistics furnished by
“Trust Companies of the United
States,” published by The United States
Mortgage & Trust Company of New

RESOURCES.

Stocks and bonds
Loans, notes and mortgages ..............
Cash on hand and in bank ...............
Real estate ...,
Other resources ........ccoovvvvienenennn.

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

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

LIABILITIES.

Capital stock ............c.oocviiiia.n,
Surplus and profits
Deposits
Due to banks and bankers ..............
Other liabilities

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

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

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

York, under date June 30, 1909, may be
used. The total number of trust compa-
nies is 1,496, which is a little less than
seven per cent. of the total number of
financial institutions reporting to the
National Monetary Commission. The
resources of these 1,496 trust companies
were $4,609,088,800, or nearly twenty-
two per cent. of the total. Their cap-
ital was $415,085,053, or twenty-three
per cent.; their surplus and profits $502,-
452,016, or a little over twenty-seven
per cent.; their aggregate deposits $3,-
422,990,475, or a little less than twenty-
one per cent. It thus appears that the
trust companies of the country, though
numbering only about one-fourteenth of
all financial institutions, have over one-
fifth of the total resources and over one-
fifth of the total deposits. Their rela-
tive importance is, of course, greatly in-
creased by reason of the unknown, but
certainly large, amount of trust funds
which they control, but which do not ap-
pear in their statements.

‘“TRUST COMPANIES OF THE
UNITED STATES—1909.”

THE United States Mortgage &

Trust Company has issued the
1909 edition of its valuable statistical
book, “Trust Companies of the United
States,” giving the statements of 1,504
companies. This work, which has been
issued each year since 1908, easily takes
rank as the most complete and accurate
source of information regarding current

1908-1470 Cos. 1909-1504 Cos.
$895,509,062.66 81,074,267,718.46
2,024,233,769.08 2,345,028,197.54
810,475,633.58 1,000,216,846.17
118,761,418.26 143,379,226.92
68,462,472.96 47,480,284.50
$3,917,442,356.54 $4,610,369,273.59
$410,792,491.37 $415,427,508.27
491,197,193.95 502,523,500.87
2,787,503,126.69 3,423,790,734.25
125,902,174.79 144,037,859.10
102,047,369.74 124,589,676.10
$3,989,442,356.54 $4,610,369,273.59
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trust company statistics. For each com-
pany are given the statement of assets
and liabilities, the officers and directors,
the date of organization, quotations on
stock, dividend rates and New York cor-
respondents. The total figures for June
30, 1909, and those shown by the June
80, 1908, edition, are shown in table on
page 73.

THE INVESTMENT OF TRUST
FUNDS.

UNDER this title, Rollin C. Ayres

of San Francisco has published
an instructive and valuable book, de-
signed to help trustees in the choice of
investments.

The author of this helpful book is
Mr. Frank C. Mortimer, assistant cash-
ier of the Berkeley (Cal.) Bank of Sav-
ings and Trust Company.

J. P. MORGAN’'S INTERESTS IN
TRUST COMPANIES.

THE acquisition early in December

by J. P. Morgan and his col-
leagues of controlling intcrests in the
Guaranty, Equitable and Mercantile
Trust Companies of New York has
given rise to rumors of plans for a
mammoth trust companv which would
far exceed in size any of the already
large trust companies of the country.
While the rumors lack confirmation, the
possibility of such a step evidently ex-
ists, and the outcome will be watched
with interest. Besides the three com-
panies above named, the Morgan inter-
ests are understood to be dominant in
the Astor, Bankers, Fifth Avenue, and
Standard Trust Companies, thus con-
trolling seven large companies with
total resources of over 325 million dol-
lars. Whatever plans may be carried
out regarding these companies, it is evi-
dent that Mr. Morgan is to be a very
important factor in the trust company
world.

POURING MONEY INTO A RAT-
HOLE.

RESIDENT TAFT adopted a cautious
attitude toward the claims of the deep
waterway boomers before he started

down the Mississippi River. What he ob-
served during the voyage to New Orleans
seems to have had the effect of strengthen-
ing him in that position, for we find him
saying at Jackson, Miss.: “We have to be
certain what it is we are doing and that we
are not going to pour money down a rat-
hole, when we put millions into the improv~-
ments that are contemplated.” He seems
to think the Gulf-to-Chicago deep waterway
scheme may be full of ratholes, and so it
may.

The “Engineering News” of New York,
at this point in the billion-dollar hurran
for a fourteen-foot waterway along the
Mississippi and up its tributaries perforn::
a worthy public service by calling attention
to the report of the Government Board of
Engineers on the project and printing again
a good part of the report which was made
public last June. President Taft has evi-
dently not been losing sight of that report
in his journevings with the boomers down
the river. The Government engineers, it
will be remembered, estimated the cost of
making a fourteen-foot channel from New
Orleans to Chicago at not less than and
probably much more than $160,000,000, with
an annual charge of $7,000,000 for main-
tenance—all to come out of the national
treasury. And this makes no account of
the extension of the deep channel up the
Missouri, the Ohio and other tributaries,
which would be demanded next as a matter
of course. That it would prove to be a
billion-dollar project the Government had
been led into no one will seriously question.
The scheme would be full of “ratholes.”—
Springfield Republican.

THE AGE OF GOLD.

HIS is beyond comparison the age of
gold. One-thirtieth of all the gold
that has been mined since Columbus

found the Americas has been dug from
Mother Earth this year. Since gold is the
measure of value for all things, the effect
which must be produced upon the price of
every known commodity by this stupen-
dous outpouring of the metal is very great
and also world-wide. It is obvious that the
result of increasing so rapidly the supply of
gold, which is the universal yardstick of
values, is to increase with nearly equal rap-
idity everything which it measures. Take
away gold and the values drop, but swell
the quantity of gold known to be in exist-
ence and values leap upward again.—Phila-
delphia Press.
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GETTING PAY FOR SERVICES RENDERED.

BY far too many banks are in the
habit of rendering services grat-
uitously for which they should be paid.
Some practical suggestions for securing
needed reforms in this direction are
made in the following communication
from Arthur S. Cory, cashier of the
Chehalis (Wash.) National Bank:

These are days of consolidations,
trade agreements, clearing-house regu-
lations, American and State Bankers’
Association recommendations and sug-
gestions. All are in the interest of
economy, better management and the
conserving of energy and profits.

However, there are a few minor de-
tails of banking, which although insig-
nificant in themselves, yet in the aggre-
gate might add a substantial amount to
the year’s profit account. These are
along the same line as the saving made
by the banks through the work of the
State associations in the cost of surety
bonds, cleaning time-locks, pursuing
criminals, etc.
the foolish handling of express orders
by financial institutions, permitting the
transportation companies to do a large
and profitable exchange business at the
banks’ expense.

Particularly, I mention two subjects:

First,
MEeRrcANTILE AND INDIVIDUAL REPORTS.

Every bank, to a greater or less ex-
tent, daily receives requests from out-
side credit agencies, wholesale houses
and individuals for reports as to the
financial and moral standing and relia-
bility of parties in the bank’s territory.
In the majority of cases these requests
are accompanied by a stamped return
envelope; sometimes the stamp is for-

Neither do I refer to

gotten (?), and once in a while a con-
scientious firm encloses a small fee.

I contend that a bank is entitled to a
fee of from fiftecn to twenty-five cents
on each report, same to accompany the
request, for two reasons. A bank’s
opinion is generally reliable; its knowl-
edge of credits a part of its business.
It is as much entitled to a fee as is Dun
or Bradstreet. A bank’s credit depart-
ment, whether great or small, costs
money and attention to be kept up to
date and reliable. Why should stran-
gers be entitled to its use for nothing?
Second, the time taken answering the
inquiry, whether by an officer or capable
employe, has an ascertainable cash
value, and in simple justice to the bank
can ask to be recompensed for this loss.

The second thing to which I wish to
refer is the matter of

MEercANTILE COLLECTIONS.

Another imposition upon banks which
they allow is in the collection depart-
ment. Drafts come for collection, and
in the majority of cases, not even a re-
turn stamped envelope is enclosed. The
bank is supposed to record the item,
present it in person (which takes time)
or by mail (which costs money) and
urge payment; then, if not already
paid; if the amount is not wrong; if
the party is in his office; if the account
is due; if the goods are satisfactory and
the party is in funds, payment may be
made and the bank allowed to deduct a
small fee, mark the item off the books,
make out and mail the draft. Other-
wise the bank goes through all the trou-
ble and expense just the same, and if
not paid, can return draft and not be
charged a penalty for failure to collect.
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Some firms will remit a small fee to
reimburse the bank for its work, but no
word is heard from the majority of
draft senders. The writer doubts if the
fees made on paid items actually pay
the money cost of collections, not count-
ing time or trouble involved.

These two matters are small in them-
selves, and yet I believe that the ma-
jority of bankers will agree that if a
small fee of from ten to twenty-five
cents in stamps was received in advance
on all inquiries and collections, the
postage account would greatly diminish.
These fees would not apply to a bank’s
correspondents or to those having recip-
rocal relations. Also, a bank charging
the fees must be anxious to send them
when asking favors in other sections.

A suggested solution would be for the
secretary of the State association to
write each member, asking if he favors
the rule, and if a majority do, publish
the fact in the financial and trade jour-
nals that after a given date certain
specified fees must accompany all col-
lections and inquiries. When received
without the fee, drop postal or letter (a
rubber stamp could be used) informing
them that their communication would
have prompt attention upon receipt of
the fee in stamps. It would only be a
short time until every one knew of and
observed the rule. :

Of course, reason should guide in all
things, and exceptions should always be
made when needed, but in the main, the
programme can be easily and profitably
lived up to, for it is no graft, but sim-
pPly a demand for pay for time and
money expended.

REALITY OF BURIED GOLD.

ONE hundred and ten years ago, on Oc-
tober 9, 1799, the British man-of-war
Lutin foundered and went to the bot-

tom of the Zuyder Zee. This vessel was
carrying about thirty million dollars’ worth
of gold and silver bars which the British
cabinet was sending to the city of Ham-
burg to meet a financial crisis that threat-
ened the Hanse towns. The precious cargo,
which had been insured for twenty-five mil-
lions with the Lloyds, was a total loss, al-

though an attempt was made by the Dutch
government to raise the wreck. A violent
storm had covered the hulk with so great a
thickness of sand that it was impossible to
reach her. Finally all rights to the sunken
treasure was ceded to the company of
Lloyds. TIn 1820 that firm was partly suc-
cessful in another attempt to recover the
bullion, 198 bars of silver and 1200 gold in-
gots, a total value of approximately $2,500,-
000 francs, being raised from its resting
place.

Determined to make a more thorough
search for the sunken gold and silver, the
Lloyds recently entered into a contract with
a salving company to undertake the work.
A newly invented apparatus is to be used.
This consists of a floating bridge, to the
keel of which are fixed a number of vertical
pipes that can pump up 40,000 tons of sand
per day. At the bottom of each tube is a
compartment for a diver. These chambers
rest on wheels with serrated rims, which are
driven by a motor. By this means th=
divers can roll their compartments over the
bottom of the sea to any particular spot
they wish to dredge.—Harper's Weekly.

BANK ASSETS TO BE VERIFIED
BY CORRESPONDENCE.

O effect the same result without the col-
lection of a fee annoying to the banks,
the Comptroller of the Currency has

issued instructions to the national bank ex-
aminers advising them that the verification
of assets or collateral of a national bank
held on deposit elsewhere must be made by
correspondence. Heretofore the local ex-
aminer in gach case has been asked to verify
the bonds or securities deposited with a
bank in his district and has been allowed a
fee for so doing. The comptroller feels
that there is no more nccessity for a per-
sonal verification of these securities than of
bank balances. .

IRELAND PROSPEROUS; BIG IN-
CREASE OF BANK DEPOSITS.

RELAND is entering upon an era of
prosperity which can be attributed al-
most directly to the growing thrift of

the Irish people, according to J. S. Arm-
strong, Jr., American vice-consul at Cork.

He reports that a statement from the

Irish Department of Agriculture, just is-
sued, declares that in June of this year, as
compared with the corresponding month of
1908, there was an increase of approximately
$9,400,000 in deposits in Irish joint stock
banks and of about $2,900,000 in savings
banks deposits.




A PROMINENT AND SUCCESSFUL BANKER.

OHN M. MILLER, JR., whose recent
election as a vice-president of the Vir-
ginia Trust Company of Richmond was

briefly referred to in our last issue, has had
a varied and most interesting career. He
was born in Lynchburg, Va., in 1868, re-
ceived his education in the schools of that
city, and entered the Lynchburg National

"Bank in the summer of 1883.

After an
apprenticeship of seven years with this bank,
during which time he informed himself of
the ins and outs of banking, he became
cashier of the First National Bank of
Buchanan, Va., and capably filled that
position from 1890 to 1893.

In 1893, Mr. Miller was made a national

JOHN M. MILLER, JR.

Vice-President and Cashier The First National Bank of Richmond, Va.; Vice-President
Virginia Trust Company of Richmond.
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bank examiner for Virginia, West Vir-
ginia, North Carolina, South Carolina, and
East Tennessee. This work brought him in
close touch with every sort of banking
practice, and gave him an admirable train-
ing for his future career.

After traveling for two years as a na-
tional bank examiner, Mr. Miller was in-
duced to take the cashiership of the Mer-
c¢hants and Farmers National Bank of
Charlotte, N. C., and for the next seven
vears this institution enjoyed the benefit of
his counsel and guidance.

From February, 1902, up to the present
time he has served as cashier of the First
National Bank of Richmond, Va., and since
1905 he has held the added title and duties
of first vice-president. His recent election
as a second vice-president of the Virginia
Trust Company of Richmond has given
much satisfaction to his loyal friends
throughout the South.

Mr. Miller is directly interested in some
of the leading enterprises of the South
Atlantic States and is at present a sccond
vice-president of the Richmond Chamber of
Commerce; a director of the Richmond
Business Men's Club; a director of the Al-
bemarle Paper Mfg. Co., of Richmond;
first vice-president of the Rhodhiss, N. C.,
Cotton Mills; and a director of the Williams
& Shelton Co., wholesale dry goods, Char-
lotte, N. C. He has served several years
as secretary of the North Carolina Bankers’
Association, is prominent in the Virginia
Bankers' Association, and is an active mem-
ber of the Executive Council of the Ameri-
can Bankers' Association.

Mr. Miller, in addition to his attainments
as a banker, is an all-around good sports-
man, as his membership in the Westmor-
land Club, Deep Run Hunt Club and
Country Club of Virginia will attest.

NEW PRESIDENT VIRGINIA TRUST
COMPANY, RICHMOND, VA.

ERBERT W. JACKSON, whose elec-
tion as president of the Virginia
Trust Company of Richmond, was

referred to in our last issue, is one of the
prominent men in Southern banking circles
to-day. His selection in 1908 as president
of the North Carolina State Bankers’ As-
sociation, and in 1909 as vice-president for
North Carolina of the National Bankers’
Association, attests to that.

Mr. Jackson was one of the organizers
and first officers of the Commercial Nation-
al Bank of Raleigh, N. C. and with its
other officers, has helped to make it one
of the really strong banks of the State.

In every department of the life of
Raleigh and of the State at large, Mr.
Jackson is a leader and important factor.
He is vice-president and large stockholder

HERBERT W. JACKSON

President Virginia Trust Company. Rich-
mond, Virginia.

of the Standard Gas Company, treasurer
of the Atlantic Fire Insurance Company,
director in the Jefferson Standard Life
Insurance Company, member of the Muni-
cipal Building Commission, secretary ana
treasurer of the Raleigh News and Ob-
server Publishing Company, and director
and officer of other important concerns.
His business judgment is trusted as fully
as his integrity and large capacity. R

The Virginia Trust Company, whose di-
rectors have been fortunate indeed to se-
cure such a capable and well-known ex-
ecutive, is one of the strongest trust com-
panies in the South Atlantic States. It
has a capital of $500,000, which is to he
increased to a million dollars, and is the
fiduciary agent of the leading corporations,
estates and trustees in Virginia and other
States.



Conducted by Franklin Escher.

BOND MARKET OUTLOOK.

HE year’s record of price changes
in bonds shows some striking ad-
vances, but there are but few bond men
* who will regret the passing of 1909.
Conditions early in the year were not
so bad, but just as the journey home-
ward will often give the whole tone to
a trip, so the bond market for the year’s
closing months leaves the impression of
a year of pretty unsatisfactory condi-
tions.

Just at the close of the vear, however,
bond market conditions began to look
up, giving a more hopeful tone to the
outlook for 1910. Ahead of the market,
it is true, are possible difficulties in the
way of the corporations’ great need for
capital, possible gold exports and other
uncertainties, but on the other hand
several developments have lately taken
place which suggest bettering invest-
ment market conditions. Reduction to
three and one-half per cent. in the rate
of interest paid by several prominent
savings banks with its strong suggestion
of the re-cntrance of these institutions
into the bond market is one of the most
important of these developments. An-
other is the reduction in the Bank of
England rate, which has definitely set
at rest disquieting rumors as to foreign
financial conditions. Still another is the
growing conviction, born of President
Taft’s Message at the opening of Con-
gress, that if the corporations have any-
thing at all to fear in the way of ad-
verse legislation that time is still very
far removed.

THE SaviNes BaNnks AND THE Bonp
MARKET.

Concerning the question of the re-
duction of savings bank interest in its
relation to the bond market, the great
point is that with the banks no longer
under the necessity of paying out four
per cent., these institutions will again
be able to enter the bond market and
take on good bonds at going prices.
With the savings banks paying four per
cent. and the best bonds selling on a less
than four per cent. basis, the aloofness
of the banks from the bond market has
been anything but astonishing. But
from now on that condition, according
as the movement toward interest reduc-
tion becomes general, should be differ-
ent. To a bank paying its depositors
four per cent. there is nothing attractive
about a good bond netting four per
cent. To a bank paying three and one-
half per cent. to its depositors, a four
per cent. income looks entirely different.

As to reduction in savings bank de-
posits which may possibly follow lower-
ing of the rate, it is to be remembered
that practically all of the money so
withdrawn is money which used the sav-
ings bank as an investment and which
is likely almost immediately to go back
into good bonds. The man with a few
hundred dollars in the bank is not the
one to draw it out when the interest rate
is lowered so that he gets fifty cents less
interest yearly on each hundred dollars.
The man whose money will be taken out
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is rather the man who has money in-
vested in this savings bank and that for
the purpose of drawing full four per
cent. interest on it. Such money drawn
out will hardly long remain uninvested.
Savings-bank bonds are the logical form
of security into which it will flow.

Tue BeETTER FEELING ABROAD.

Disclosing as it did a very much
stronger position in London than many
people thought existed there, the reduc-
tion in the English bank rate came as a
welcome surprise to this market and has
been largely instrumental in bringing
about the better feeling. With the
British government under the necessity
of borrowing heavily to supply its cur-
rent needs and a General Election im-
pending, a good deal of uncertainty
necessarily existed as to what might de-
velop in the foreign markets and be re-
flected back on ourselves. That uncer-
tainty has been largely removed by the
action of the Governors of the Bank of
England in putting down the rate. Such
action, it is felt, would hardly have been
taken until the situation in London was
felt to be well in hand.

No Abpverse LEGISLATION.

The country has had time now to
think over President Taft's Message
and to make up its mind that no anti-
corporation legislation need be feared
for a good while to come. What the
President’s views are on the necessity
of amending the anti-trust laws and the
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interstate commerce laws, still remains
to be seen; but a conviction seems to be
strengthening and deepening in the pub-
lic mind that no legislation undertaken
by Congress under the direction of the
present Administration will be of such
a kind as to cause unrest or disturbance
of business.

All of which developments have
worked together to bring about better
bond market conditions. Improvement
has not been anything remarkable as
yet, but the turn seems to have been
reached at last and bond houses again
feel that when they have bonds to sell
there are investors and institutions to
buy them. Rcturn of easy money con-
ditions will mean a strong and active
market in bonds.

MPORTANT R. R. FINANCING.

BELATED railroad financing on an

enormous scale marked the closing
months of 1909. Finance managers had
hardly expected that they would have to
announce their demands to a money
market in which time-funds were held
firmly at five per cent., but the end of
the yvear found them unable to wait
longer with their plans and under the
absolute necessity of bringing out the
issues undcr conditions as they found
them. Most of the actual paying for
the bonds does not, of course, take place
for scveral months, but even at that,
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last November and December were
hardly months which would have been
chosen as a favorable time in which to
announce arrangements for borrowing
big sums of money.

In addition to miscellaneous borrow-
ing aggregating a large amount, several
issues stand out prominently in the re-
cent financing: Pennsylvania has come
into the market for $80,000,000, that
amount of new stock being offered to
shareholders; New York Central and
Chicago & Northwestern are each in-
creasing their share capital by $45,000,-
000; Missouri Pacific has authorized
$175,000,000 of new bonds, of which
$30,000,000 have been underwritten by
a syndicate headed by Kuhn, Loeb &
Co.; New York, New Haven & Hart-
ford is increasing its capital by an is-
sue of $£50,000,000 of new stock.

Chicago, Milwaukee & St. Paul has
issued, and sold to a strong syndicate,
$25,000,000 of its general mortgage
fours.

PENNsYLVANIA’s IssUE.

Pennsylvania’s issue is the largest of
the year, but to a greater degree than
any of the others is being made for re-
funding purposes. There are, in fact,
$60,000,000 of five per cent. notes due
on March 15, as well as $20,000,000 of
general mortgage six per cent. bonds,
maturing July 1, these two issues in
themselves being thus enough to absorb
all the new cash raised. All improve-
ments to the property, including the
completion of the New York tunnel ex-
tension and any equipment that the com-
pany may require during 1910, it is an-

6

-

nounced, will be paid out of surplus in-
come and the funds now in the treasury
of the company.

Pennsylvania’s new stock issue, in the
last analysis, is after all a refunding
operation, pure and simple—the carry-
ing to completion of a plan to increase
the road’s capital. That was to have
been done several years ago, but condi-
tions were too unfavorable for the sale
of stock. However, the road needed the
money and proceeded to raise it by sell-
ing $60,000,000 of five per cent. short-
term notes, which operation served to
bridge over a very bad time. But with
the maturity of the notes, times have
changed very much for the better, and
the Pennsylvania considers itself in a
position to go ahead with its delayed
financing plans. So the temporary bor-
rowing of $60,000,000 is to be converted
into regular share capital. Which is a
consideration of importance in forming
a judgment as to the financing the road

is doing, criticised as its management

has been for converting so large an
amount of bonds into stock. Coming
right down to facts, one-quarter of the
new issue only is to be made for that
purpose, the $60,000,000 of notes being
in no sense a fixed obligation, but repre-
senting merely the road’s expedient for
increasing its share capital at a time
when the actual issue of stock was im-
practical.

New York CeENTRAL’s Issuk.

New York Central’s issue of forty-
five millions of new stock is less of a
refunding operation than Pennsyl-
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full of sound deduc-

vania’s, and yet of the new cash $25,-
000,000 will go to pay off five per cent.
notes due on February 1. Announce-
ment is made that the rest will be used
as follows: $8,000,000 for equipment,
curve elimination, signal improvement
and grade revision on the lines of the
system east of Buffalo; $6,000,000 for
electrifying the Harlem Division to
White Plains, four-tracking the Hudson
River Division between New York and
Albany, electrifying the line between
High Bridge and Croton, two-tracking
the Rome, Watertown & Ogdensburg
and the Pennsylvania Divisions, $1,000,-
000 for additions to shops; $5,000,000
toward completing the improvements on
the Grand Central Station, New York
City.

CH1cAGo-NORTHWESTERN’s IssuE.

Chicago-Northwestern’s issue is less
of a refunding scheme than any of the
others. Up in Wisconsin, Iowa, and
South Dakota, the road is planning ex-
tensions aggregating very nearly 500
miles, to pay for which is the real pur-
pose of the new stock issue. No one
who has studied Chicago & Northwest-
ern’s history has much doubt as to the
road’s ability to make this new capital
productive. Far from being over, the
era of expansion in the Northwest is
still in full swing, and is being taken
advantage of by all of ‘“Northwest’s”
many competitors. The raising of this
new capital represents simply the de-
termination of the road’s directors to
put their property on an equal footing
with the others.

New Haven’s New CapiraL REQUIRE-
MENTS.

New Haven’s issue, like New York
Central’s, is partly to pay off maturing
notes and partly to pay for improve-
ments. New Haven has $20,000,000 of
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notes maturing, which leaves $30,000,-
000 to be put back into the property.
Just how the money will be spent can-
not be positively stated, but the subur-
ban extensions near New York in con-
nection with the Boston & Westchester,
which involve a good deal of building in
Westchester County, suggest that much
of the cash will be needed there.

Missourr PacrrFic’s FiNaNcING.

All the other issues mentioned have
been stock—Missouri Pacific’s is bonds.
Paying no dividend and just emerging
from a critical period, there would have
been no chance whatever for the road to
raise the cash it so much needed, by
means of increasing its share capital.
But bonds are different, especially con-
vertible bonds, which afford greater se-
curity to those who buy them and which
yet give them a call on the stock. Mort-
gage bonds, therefore, convertible dol-
lar for dollar into stock, is the form
which Missouri Pacific’s financing has
taken.

Mention was made, in the Investment
Department of the November issue, of
the rehabilitation of the Gould System
and its bright prospects could only the
much-needed ready money be raised.
That problem appears now to have been
solved, not so much by the fact that a
comprehensive re-financing plan, involv-
ing the authorization of $175,000,000
of new bonds has been evolved, as by the
fact that the very strongest of banking
interests have come forward and agreed
to put up the money. George Gould’s
success in working out his plan and get-
ting $30,000,000 of his bonds underwrit-
ten at once was as nothing compared to
George Gould’s success in getting such
a firm as Kuhn, Loeb & Co. to do the
underwriting.

Sale of Denver & Rio Grande’s (an-
other Gould property) refunding five
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per cent. bonds abroad, in large quan-
tity, showed which way the wind was
blowing, and suggested the strong for-
eign financial aid for the Goulds now
plainly shown by Kuhn, Loeb & Co.’s
purchase of the new Missouri Pacific
convertible fives. The Gould System
has come through a stormy time, but
with such backing its money difficulties
seem about to be cleared away. As to
earning power, no one has ever doubted
the ability of such properties as St.
Louis, Iron Mountain & Southern or
Missouri Pacific, cfficiently managed, to
show entirely satisfactory earnings on
their capitalization. And, if these roads
from now on show steadily bettering re-
sults, it will not be the first time that the
advent of strong financial interests into
a run-down railroad property has been
followed by greatly increased operating
efficiency.

ST. PAUL’S SALE OF BONDS.

ST. PAUL'’S issue of $25,000,000 of
general mortgage fours will do lit-
tle more than provide the money neces-
sary to pay off the road’s various di-
visional bonds maturing on Jan. 1, and
which amount to $22,000,000. The real
interest in the issue lies, rather, in the
fact that the road chose to put out its
general fours instead of its debenture
fours, by the sale of which its last
financing was done. For the last de-
bentures it sold, however, ‘St. Paul re-
ceived only about ninety-three and one-
half. Possibly this had a good deal to
do with influencing the directors to issue
mortgage bonds instead of debentures
this time, the bonds recently sold com-
manding a price of well above par.

AN IMPORTANT MOVEMENT OF
CAPITAL.

BECAUSE of its bearing on Europe’s

attitude toward American securi-
ties during the coming year, the ques-
tion as to whether the foreign investors
have been increasing or reducing their
holdings of our bonds has been much
discussed of late.

The question is a big one, and an im-
portant one, and to discuss it fully
would require a great amount of space,
but there is one important point which
can easily be brought out. For the past
few months there has been a remark-
able transferring movement in progress
by which foreign banking capital in the
American market has been shifted in
vast amounts from floating into more or
less fixed obligations. In other words,
short loans of foreign money here have
been greatly reduced and a good part of
the capital which had been employed in
them has been put back into our long-
term securities.

Neither statement is likely to be ques-
tioned by any one who has been in close
touch with the international money mar-
ket during the closing months of last
year and who has watched the almost
unheard-of course of the foreign ex-
change market. Driven up to the gold
export point and held there for weeks,
the exchange market has evidenced un-
mistakably the reduction on a heavy
scale of the unreasonably large amount
of foreign loans made in this market all
through last summer. There has been a
constant and at times absolutely urgent
demand for drafts with which to pay off
these loans, a demand which has driven
millions and millions of dollars’ worth
of gold out of the country at a time
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when the gold should have been coming
this way.

Fortunately for us, much of this for-
eign money which has been withdrawn
from the short-loan market here has
been put back into the new stock and
bond issues created with so liberal a
hand. Germany’s purchases of the new
Denver & Rio Grande bonds, of the St.
.Louis & San Francisco general lien fives
and of other like issues have been open-
ly made and are typical of what has

COMMON SENSE

HE day of the strongbox is over.
With the development of our mod-
ern business life it has come about that
the possession of money has in itself
become a powerful influence toward the
acquisition of more money. With count-
less opvortunities on every hand for the
safe and profitable employment of
wealth, idle money has come to be re-
garded rather as a reflection upon its
owner than as an ornament. To him-
self and to his family a man owes it that
whatever money he has be invested to
the fullest possible advantage. The ser-
vant who tremblingly wrapped up his
talent and hid it away in a napkin found
but little favor -in the eyes of his
fellows.
Looking at the matter from the stand-
point of the prospective investor there
are, broadly speaking, six classes of se-

curity investments into which he can

put his money. Of bonds there are
three classes: first, government, State,
and municipal bonds and the first-mort-
gage issues of the big railroads; second,
high-grade corporation bonds, well-se-
cured, but not a first mortgage; third,
debenture bonds, ‘“‘convertibles,” and
all the large class of bonds which
84

been going on in other directions. Eng-
lish bankers, largely on account of the
unsettlement prevailing at home, have
been heavy participants in every large
recent syndicate.

The foreign bankers have been un-
willing to let us have their money to
speculate with, but have been putting
plenty of it into the new securities rep-
resenting the business enterprise and de-
velopment of the country.

IN INVESTMENT.

while safe enough if carefully se-
lected, are nevertheless something of
a speculation and are apt to fluctuate
widely. Of stocks, the three classes are:
first, the preferred issucs of many of
the big railroads and a few of the best
industrials whose dividends are being
earncd many times over; second, the es-
tablished dividend-paying stocks of the
country’s leading railroads and indus-
trial companies; third, the low-priced,
non-dividend payers, whose value lies
entirely in voting power or hope of
future development.

Into which of these classes will the
cautious put his savings? That depends
on what his savings are. If by rigid
economy he is able to save just a little
surplus over his expenses, obviously he
is not going to take the same chances
with that hard-earned cash that a man
will be willing to take whose income is
twice what he needs to live on. He may
be able to put his money into speculative
securities and if they depreciate, little
harm is done. But for a man whose
fortune is growing slowly out of his
savings, absolute safety is the first con-
sideration—all the income obtainable
and every possible chance of increase
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in the principal, but absolute security
before all.

SAFEGUARDING PRINCIPLES.

Having made up his mind as to the
kind of security into which he wants
to put his money, the investor is con-
fronted with the question of whether
to buy at once or to wait for a more
favorable opportunity. Obviously, only
the most general rules can be applied
and yet there are two or three important
principles, the observance of which will
result in the saving of a good deal of
money. '

In the first place, where the question
is of investment in high grade bonds, it
is well to bear in mind that a long pe-
riod of low-money rates tends to put
the price of this class of security away
up, and that if high-grade bonds are
bought at or near the end of one of
these cheap-money periods, the price
paid is liable to be the highest that will
be secn in a long time.

The same principle applies to the
highest grade of investment stocks, but
where the question is of speculative is-
sues it works the other way around.
Cheap money usually means that busi-
ness is poor, and when business is poor,
speculative stocks are not apt to be very
high. In fact, for profitable investment
in this kind of security, it would be
hard to find a better time than just be-
fore a long period of cheap money
brought about by stagnant business con-
ditions gives way to a time of higher
rates.

The mortgage bonds of roads which

have big holdings of real estate are apt
to be particularly safe, especially when
the real estate happens to consist all
or in large part of terminal property in
big cities. Terminal property is becom-
ing more and more valuable all the time,
as our cities grow, and where a road
owns a good block of real estate in one
or more large towns, its mortgage bonds
are apt to be pretty well secured. The
best illustration of how this works is
before the public at present in the case
of the Chicago Terminal and Transfer
Co. As long as the company maintained
its struggle, its four per cent. first
mortgage bonds were worth only around
eighty. But when the company default-
ed on its bond interest and the question
arose of the selling of the property to
pay off ihe bond holders, the bonds
promptly sold up to par. It was re-
alized at once that the concern owned
real estate worth more than enough to
pay off its first mortgage.

Another principle that the shrewd in-
vestor will observe in buying mortgage
bonds which are not a lien on the whole
property but only on some branch of
the road, is to select a bond secured on
some part of the system which is vital
to the operation of the whole. The
case, then, is the same as though you
had a mortgage on the most important
link of some other man’s chain. And
as our railroads have grown there are
any number of these so-called “division-
al” mortgage bonds which have become
just as good as a mortgage on the whole
business. In the early days when a road
wanted to build a spur out to some
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town it sold bonds to pay for the cost
of the extension. If the road afterward
failed, the mortgage feature of these
bonds amounted to almost nothing. But
where the road did not fail, these ex-
tensions in unnumbered cases became
connecting links between big systems,
and as the consolidation idea pro-
gressed, became just as important as the
main line.

Complete reports of practically all
the important railroads and industrial
companies are obtainable by application
at the companies’ offices—where full re-
ports are not given out it is well for the
investor to be wary unless he has in-
dividual information as to what is going
on. Nor should the immense volume of
statistics usually presented in one of
these reports discourage him in his idea
of finding out what he wants to know,
or deter him from making a thorough
examination. There are two items es-
pecially important to get at: How do
the company’s net earnings compare
with those of the past two or three years
and how much money is being charged
off for depreciation and maintenance?

DirrereNT KiNDs oF INVESTMENT SE-
CURITIES.

While it does not by any means fol-
low that the wise thing for an investor
to do is to put all his surplus into onc
class of security, it is nevertheless true
that as a basis to start from, the man

who has money to invest will do well
" to consider carefully the kind of in-
vestment that his financial position war-
rants. The following is a rough out-
line of the classes of investment securi-
ties mentioned carlier in this article in
their reasonable relation to different
classes of investors.

Tue Hicuest Grape or BoNbs.

Suitable chiefly for persons of large
means, whose income on a 31-2 to 4
86

per cent. basis is ample, and who do not
wish to be required to give their invest-
ments their personal attention.

Tue SeEcoNp GRADE oF BoNbs.

A good investment for the very large
class of people whose business returns
them a small surplus over their expenses
and who want to make their money
earn all the income possible without
taking any risk on the depreciation of
the principal.

Bonds of this kind should also appeal
to people who have to support them-
selves on the income of a moderate prin-
cipal. Their capital being small, it is
essential that it be made to yield all the
income possible; and yet the dependence
of the investor on this income makes it
imperative that no risk of the infraction
of the principal be taken.

SpEcuLATIVE BoNDs, CONVERTIBLES.

ETC.

This is a class of security which ap-
peals strongly to the business or pro-
fessional man whose income is very
much larger than his needs, and who,
while realizing the profit-possibilities
of investing in good stock, dislikes to
take the risk. Debenture (non-mort-
gage) bonds come the closest to giving
him the chance to make his principal
grow without much danger. Of this
class of bonds the convertible issues
have become by far the most popular
during the past two or three years. The
convertible bond of a good railroad, for
instance, is a bond out-and-out, and
comes ahead of dividends on the pre-
ferred or common stock. At the same
time, a convertible bond, being ex-
changeable for stock, goes up as the
stock goes up. In a proposition of this
kind the investor has all the better of
the argument. As a matter of fact, the
leading convertible issues are products
of the financial disorder of the past few
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years where the corporations’ need has
been the investors’ opportunity.

Tue Best CLAss oF PREFERRED STOCKS.

Investors who want an assured in-
come but who are willing to take a
chance on fluctuations turn naturally to
this class of security. The preferred
stocks of many of our leading railroads
are surer of their dividends than many
good bonds, but the fact that they are
stocks and not obligations makes them
fluctuate widely. For a man who has
his family safely provided for, and has
an income larger than his needs, invest-
ment in these preferred stocks offers not
only a chance to largely increase his
income but to enhance his principal
as well.

Tue OrpINARY RUN oF DivibEND-Pay-
ING STOCKS.

This.is the class of security in which
by far the greatest number of investors
are interested. Union Pacific, New York
Central, Amalgamated Copper, Steel
Common,—it is hard indeed to state to
just what class of investors these stocks
should appeal. That all kinds of people
buy them, and among them many who
ought never to touch this kind of se-
curity, is well-known. And yet, where
the stock in question is one which fluc-
tuates widely and is continually chang-
ing its dividend, as most of our leading
stocks do, there is just one class of in-
vestor by whom it should rightly be
bought.

And that class of investor is the one
who has surplus money—surplus money
in every sense of the term—money on
which neither the owner nor anyone
dependent upon him depends.

Tue LirrLe CoMMON SToCKS.

It .is a good deal of a question
whether this kind of security can be
called an investment at all—in ninety-
nine cases out of a hundred their pur-
chase even for cash is an out-and-out
speculation. But there is a class of
people, a small one, who can and do
profitably invest money in these stocks.
These are the people who have really
made a study of the properties and who
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ing dividends for over 60 years
and which controls the entire
lighting business in a city
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cular giving full particulars

MWhite & @n.
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are able to form correct estimates of
possible future growth. That there is
value in many of the low-priced non-
dividend payers, the “pups” as the
Street loves to call them, is shown by
the frequency with which one or another
of them leaves the ranks and goes
marching up by itself to a different
level. And some people, a very few,
have the ability and disposition to figure
out which of the “pups” are perma-
nently stunted and which have a chance
to grow, and by judicious investment
make big returns on their money.

Tue VIRTUE oF PATIENCE.

As a last word it may be said that in
no field of human endeavor are patience
and the courage of one’s convictions
more important than in the profitable
investment of money in securities. More
money has been lost by buyers of stocks
and bonds by reason of impatience and
doubt as to their own judgment than
for any other reason. The man who is
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continually shifting from one thing to
another is the man who continuously
manages to buy the top of the market.
It is the man with the courage of his
convictions who draws the income his
money yields and finds after a few
vears that he has ten, twenty, or thirty
points’ profit in the securities he has

bought and held.

ARE STOCKS

HE much-debated point as to

whether shares in corporations

are in the fullest sense of the word

“investments,” is thus trecated in a little

booklet about the investment function

of trust companies, put out by the Un-
ion Trust Company of Philadelphia.

“To come within the real meaning of
the term ‘investment’,” says the booklet,
“whatever the title may be given to the
certificate of ownership, the thing itself
must possess those features that in all
human probability will yield the owner
his full principal and continuously pro-
duce adequate income thercon.

“An owner of stock in a corporation,
thercfore, has not, in the fullest sense,
an ‘investment’; for stock represents
only ownership participation in assets
and profit, and its value nccessarily de-
pends upon the progress of the business.
It is true that there are guaranteed
stocks and preferred stocks of some cor-
porations that possess, by reason of
these guarantees or common stock equi-
ties following them, some of the feat-

* INVESTMENTS.”

ures found in bonds, and, therefore,
have come to be regarded by reason of
their stability as investments. But
speaking correctly, an ownership of
stock should not be regarded as an in-
vestment.”

The same little book gives in succinct
form the reason for the establishment
of bond departments by banks and trust
companies all over the country and
points out the investment facilities such

. companies can afford to their clients.

The latter point appears to be particu-
larly well made, as follows:

“Some trust companies maintain an
investment department and deal in se-
curities, and where this has been done
on a broad scale the records seem to in-
dicate that these particular companies .
have successfully accomplished the pur-
pose.

“Generally speaking, trust companies
do not act in the capacity of dealers in
securitics; however, as all trust com-
panies are large investors, it follows
that they are possessed of information
that is extremely valuable, and the ex-
perience and statistics gathered through
the long period of years put them in a
position wherc they can counsel their
customers and thereby be of great ser-
vice to them.

“It is also a fact, as trust companies
invest extensively, they are enabled to
secure investments on most favorable
terms, and often this advantage can,
from time to time, be shared with their
customers.

“The greatest assistance the trust
company is able to give its customers is
advice and information with regard to
all matters of investment, and the cus-
tomer of a trust company who fails to
seck this advice frequently has cause to
regret it.”

DISTRIBUTION OF SHARE CAPI-
TAL.

IN view of discussion as to the distri-

bution of the share capital of lead-
ing American railroads, a statement re-
cently compiled by the Pennsylvania
railroad is of interest. Of Pennsyl-
vania’s 55,270 stockholders, 16,812 live
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in Pennsylvania, 8,648 in New York
State, 12,000 in New England, and
9,530 are scattered throughout the
country. About eighteen per cent. of
the entire capital stock is held abroad,
there being 8,726 shareholders in for-
eign countries.

Average holdings of stockholders in
New York were 236, as against an aver-
age in Pennsylvania of only ninety-six,
a fact probably accounted for by the
concentration of large amounts of the
shares among a few large brokerage
houses in New York City.

POPULAR BONDS.
- CHESAPEAKE & OHIO GENERAL FUNDING AND IMPROVEMENT S5s.

WHEN the railroad history of 1909

shall come to be written, it will
be found that of all the important hap-
penings of the year none was more im-
portant than the great combinaticn of
railroads now known as the Hawley
System. Edwin Hawley had control of
railroads prior to 1909—four or five of
them—but they were neither of first
rate importance nor were they connect-
ed one with the other. It was only in
the year just closed that acquisition of
Chesapeake & Ohio, Missouri, Kansas &
Texas and St. Louis & San Francisco
brought Edwin Hawley into the fore-
ground as one of the leading figures in
American railway finance.

It is with the newly created issue of
general 5 per cent. bonds of the most
important road in the Hawley System,
Chesapeake & Ohio, that this article
has to do. Authorized last February
and issued to the extent of $11,000,000
out of an authorization of $30,000,000,
these bonds have found quick favor
with investors.

Between 1898 and 1909 Chesapeake
& Ohio paid a dividend of exactly 1 per

cent. annually. Year after year actual
earnings ran to figures which would
have warranted a higher rate of distri-
bution but always there was present the
need of using earnings to pay off ma-
turing equipment trust bonds. Between
1904 and 1909 payments of this kind
out of earnings—payments properly
chargeable to capital account—averaged
$900,000 a year.

It was this financing problem which
during all the long period since 1898
kept the Chesapeake & Ohio directors
from raising the dividend. Realization
of the value of the property was not
general. The common stock sold
around 40 and the road’s credit was
not particularly good—not good enough,
in the opinion of its owners, for the
floating of more bonds and the financing
of the company’s capital needs. So the
dividend was kept down to 1 per cent.,
and earnings really belonging to the
stockholders were turned back into the
property.

Just a year ago this month the coup
by which Edwin Hawley and his associ-
ates got control of the Chesapeake was
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consummated and immediately there
took place a radical change in the
policy of managing the property. An-
nouncement was made at once that the
payment of legitimately earned divi-
dends into capital account would be dis-
continued and that as soon as a com-
prehensive re-financing scheme could
be put through, shareholders would be-
gin to receive the dividends to which
the road’s earnings entitled them. In a
very short time and with all the energy
with which Mr. Hawley conducts the
affairs of his properties, such a plan
was formulated, $80,000,000 of new
“general and improvement” bonds being
authorized. Of these, $11,000,000 were
issued at once and offered for public
subscription.

The immediate success of the issue
entirely justified Mr. Hawley’s estimate
that the public fully appreciated what
Chesapeake’s  possibilities would be
when once its finances had been ar-
ranged with a firm hand. Offered at
98, the bonds at once went to a premium
of several points. Overnight the two
houses who backed the issue sold out
every bond they had. That a new era
had dawned for Chesapeake & Ohio and
that the chance to buy its 5 per cent.
bonds around par was too good to be
missed seemed to be very generally re-
alized.

SecuriTY oF THE BoNbDs.

It is not in their mortgage feature
that the bonds are especially attractive—
ahead of them coming $27,858,000 of
1st 5s, $44,418,000 of general 4 1-2s,

Total

Net earnings net income
1904.......... $5,999,485 $6,168,756
1905.......... 6,959,760 7,137,047
1906.......... 9,163,486 9,367,839
1907.......... 8,412,131 8,656,491
1908.......... 7,865,464 8,628,296
1909.......... 9,462,281 10,171,144

and a large amount of other underlying
and guaranteed bonds—but rather in
the great earning power of the road.
Progress made since 1904, when net
earnings amounted to $6,000,000, has
been exceedingly rapid, as shown in the
accompanying table.

From the foregoing figures it will ap-
pear how great a margin has existed
right along between the road’s total net
income and its requirements for fixed
charges. Even in the fiscal year 1908,
which includes the panic time, the sur-
plus available for dividends amounted
to $2,784,387, very nearly twice as
much as the amount necessary to pay
the 5 per cent. interest on the whole
$80,000,000 of general and improve-
ment 5s.

OvutrLook For EARNINGS.

Improvement in earnings of Chesa-
peake & Ohio has been steady and rapid,
but in view of the combination of roads
of which the Chesapeake has been made
the backbone, earnings will make an
even better showing from now on. So
rapidly has been effected the combina-
tion of the various Hawley properties
that people have only just begun to
realize the importance of what has been
taking place.

The main lines of the Hawley Sys-
tem as it now exists run from Newport
News and Norfolk on the East to Cin-
cinnati on the West, north-and-south
from Chicago down to Galveston on the
Gulf of Mexico, and from there west-
ward to Birmingham, Ala. Connections,
it is true, are not all complete—there is

Equivalent

Int.onbonds Bal. fordiv. onstock
83,674,796 $1,944,511 38.10
3,744,319 2,871,639 4.57
3,976,448 4,607,223 7.34
4,234,820 3,392,999 5.40
4,168,603 2,784,387 4.43
4,456,085 4,012,128 6.39
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a gap, for instance, between Cincinnati,
where the Chesapeake & Ohio ends, and
Chicago, where the Chicago & Alton be-
gins. But in between these points is the
Chicago, Cincinnati & Louisville, a road
whose control is already believed to have
passed to Mr. Hawley and which in
any case is bound eventually to fall into
his hands. No secret is made of Mr.
Hawley’s plans for connecting Chesa-
peake & Ohio with Chicago and thus
forming a continuous route westward
from the Atlantic to the Great Lakes
and southward from the Great Lakes to
the Gulf of Mexico.

CHEsSAPEAKE & Ouio’s PosiTioN IN THE
COMBINATION.

Considering that the sole connection
of the great western part of the System
(the lines of which reach Chicago, St.
Louis and Kansas City) will be the
Chesapeake & Ohio, it will readily ap-
pear how the earning power of that
road is likely to be increased. Further-
more the physical condition of the prop-
erty is such as to make it able to take
care of a largely increased volume of
traffic. All through the long period of
1 per cent. dividends great quantities of
money were being put back into the
road with the result that it is now in as
good condition as any railroad operat-
ing in that section of the country.

This is a consideration of great im-
portance in view of the fact that the
opening up of western connections will
lift the Chesapeake up from the level
of a coal road, prosperous but local, to
the level of a through line of very great
importance. = Freight coming from
abroad and bound for the big cities of
the Middle West will be brought in in-
creasing volume to Norfolk and routed
over the Chesapeake and its western
connections. Grain and cotton traffic,
on the other hand, originating in that
section of the country, is bound to be
diverted largely from the big systems of
the North and to pass over the shorter
and easier route afforded by the lines
of the new system. Chesapeake &
Ohio’s western terminal will be the
funnel into which this westbound traffic
will be concentrated.
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All of which is not as far away from
the subject as it may seem, but has a
most important bearing on the standing
of these new bonds. Chesapeake &
Ohio, as a soft-coal road running from
the West Virginia fields down to tide-
water, is a very different proposition
from Chesapeake & Ohio, the main line
of a system connecting the biggest cities
of the Middle West with the Atlantic
Coast. Realization of that fact is apt
to result in realization that Chesa-
peake’s bonds are in a position now very
different from what they used to be in.
Further issues of these general and im-
provement 5s will probably show that
investors appreciate that fact.

ARE INTEREST RATES RISING?

OLD production and rising com-
modity prices have been alluded
to a number of times in this Department
in relation to their influence on the price
of investments. That the question is
a highly practical one and one to which
the leading bond men are giving serious
attention is evidenced by the following,
taken from a circular recently sent out
by Messrs. Fisk & Robinson:
The bond market for the past six months
has been such as to make it extremely dif-

ficult to forecast with any degree of cer-
tainty the future trend of prices. The
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question, “What do you think of the bond
market?” is as difficult to meet with a
satisfactory answer now as it has been at
any time during this period. Looking back
over the past ten years, we find each suc-
cessive wave of high prices falls below the
previous one. This has been particularly
pronounced in issues of the highest grade.
Since 1897 the highest prices have been
reached in 1900, in 1905 and in January,
1909. In 1900, issues such as New York
City bonds, Chicago & Northwestern 3%s,
New York Central 31%s, l.ake Shore 3%s,
etc., sold at prices to yield on the average
ahout 3.20 per cent; in 1905, the highest
average prices were about a 3.60 per cent.
basis, and in 1909 about a 3.85 per cent.
basis.

This tendency towards lower prices in
bonds bearing a fixed rate of interest, where
the security of the principal is unques-
tioned, has been brought about by a num-
ber of economic conditions, among them
being the higher prices for practically all
commodities; a high scale of wages, and
the generally increased extravagance, which
amounts almost to profligacy at the present
time, all of which seem to have more than
offset the effect of the increased production
of gold the world over, the result being
that money is expected to earn a higher
vield. This is clearly shown in the deprecia-
tion in the value of fixed interest-bearing
securities and the higher rates that borrow-
ers have to pay in negotiating long-time
loans. Five per cent. bonds and even six
per cent. issues are now purchased by the
conservative investor, who a few years ago
would have looked with suspicion upon
a bond yielding over 43 per cent. In our
following offerings of investment bonds we
have included several issues which we re-
gard as well secured and which at the same
time meet the demand for bonds yielding
over five per cent.

NEW GOULD AFFILIATIONS.
LIPPANT remarks upon the occa-
sion of Cornelius Vanderbilt's en-
trance into Missouri Pacific to the
effect that the directorate of that road
would soon read like a page from the
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“Social Register”, in nowise change the
fact that George Gould is drawing
around him some very strong men. Pos-
sessing nothing like the wealth of some
of the others in his family, Cornelius
Vanderbilt is nevertheless a decidedly
strengthening factor on the Missouri
Pacific board, his experience in railroad-
ing being practical and his knowledge
acquired by actual close contact with the
affairs of the great New York Central
system.

Kuhn, Loeb & Co.’s underwriting of
the $£30,000,000 of new Missouri Pacific
convertible 5s is another illustration of
how Mr. Gould has come to realize the
necessity of real backing and has set
out to get it. These are the days when
railroad supremacy and barking affilia-
tions are very closely allied.

CONGRESS AND THE GOVERN-
MENT TWOS.

HE question of the interest rate on
government bonds and the duty

of the Government in the matter is very
clearly discussed as follows in a cir-
cular issucd by the National City Bank:

The session  of Congress bids fair
to be an unusually interesting one.
It will consider several legislative prob-

lems of far reaching importance, one
of the most perplexing of which re-
lates  to the treatment to be ac-

corded United States bonds in circulation
accounts.  The necessity for Congressional
action relative to United States bonds
grows out of the defective provisions in the
Tariff Act of August 5, 1909, authorizing
$£290,569.000 Panama bonds to bear not
exceeding three per cent. per annum. In
failing to make such readjustment in the
Tariff Bill, Congress lost sight of the obli-
gation to protect as a matter of good faith
and good policy, the $731,000,000 two per
cent. bonds now outstanding. These bonds.
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subject circulation to a tax of one-half of
one per cent. per annum, and have always
been thus favored in circulation accounts,
all other bonds subjecting circulation to a
tax of one per cent. per annum. The lower
rate was established by the Act of March
14, 1900, in order to facilitate and make
attractive the refunding provisions of that
law. Banks and other holders of $646,250,-
150 United States three, four and five per
cent. honds under such inducement ex-
changed them for a like amount of two per
cents. at a net profit to the Treasury of
816,551,037.54. There have also leen is-
sued $84,631,980 Panama twos at premiums
aggregating $2,677,614.83.

It is freely conceded in government cir-
cles that it would now be unfair and prac-
tically a violation of contract to issue
higher interest Dbearing bonds without
making provision to protect the twos issued
under the conditions described. The bonds
now authorized would subject circulation
to a tax of one per cent., but if issued as
threes the difference in interest rates would
give them an advantage of one-half of one
per cent. per annum in circulation ac-
counts. The twos then, to find a point of
parity, would naturally decline below par.
Already the bid price for these bonds has
fallen below par, and some actual sales of
Panama twos have been made at 997%,
while the Consols of 1930 have been rather
freely traded in at prices around 100 to
1001g. It has not been so long ago that
banks bought heavily of these bonds at
as high as 110. Their values were inflated
by the uses to which the bonds could be put
by the banks as compared with other United
States bonds. To remove the incentive for
such use, or to impair such use by subse-
quent legislation is surely not contemplated.
How to avoid the discrimination and at
the same time insure a market for the new
bonds, is the very serious and complex
problem which Congress must solve early
in the session. Tt is believed the circula-
tion tax on the new bonds will be fixed at
one and one-half per cent. per annum. This
rate would put them at par on a parity
with a two per cent. bond at par, and it
would likely make the threes unattractive
ag circulation bonds. The market for them

would be an investment one to a large ex-
tent, and authorities believe there would be
a good investment demand for a three per
cent. government bond.

ODD LOT TRADING.

By Gardiner S. Dresser, of John Muir & Co..
New York.

THE other day, a broker’s office boy

was sent out on an errand for an
opera-loving customer. He was told to
go to the stand in the building and buy
—here the customer wrote out a mem-
orandum—*Libretto, La Gioconda.” In
a few minutes the boy returned. He
had tried the stand in the corridor and
the United Cigar Store on the corner,
but neither kept that particular brand.
Was it a straight Havana, or a Key’
West ?

A similar faur pas might once have
been made by the casual reader of the
financial press in regard to the term
“odd lots,” supposing it to mean some-
thing to be found only in auction rooms
or second-hand establishments. Now,
through the extensive advertising cam-
paign of several Stock Exchange houses,
even the least initiated understands by
“odd lots” any quantity of stock less
than one hundred shares. Through the
same agency, the term has gained re-
spectability, for, while the dealer in
small parcels of stock was once wont to
transact his business largely in bucket
shops, he now trades in established
houses, where ample capital and the reg-
ulations of the New York Stock Ex-
change protect his interests.

The service performed by these spe-
cialists in odd lots is commensurate with
the importance which public participa-
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tion in the stock market has attained.
Appealing to the small investor and
speculator, they give their accounts the
attention elsewhere accorded to more
wealthy clients. They provide in their
customers’ room all the literature bear-
ing on financial topics, and by mail and
telegraph send out information and ad-
vice of a high character. They willing-
ly explain Wall Street methods to the
beginner.

The more experienced trader, also,
and the man of greater means find these
specialists in odd lots helpful to them
in their transactions. One can diversify
his holdings better with odd lots than
with one hundred-share lots, and can
better average the cost price of his
purchases. Conservatism, of course, is
promoted where a large margin is made
possible.

The specialists appeal to many
through their ability to execute orders
in odd lots at satisfactory prices. Noth-
ing could be fairer than the guarantee
to buy odd lots at the offered price of

one hundred-share lots, and to sell them
at the bid price. It is a mean man who
would begrudge the odd lot dealer,
through whom the odd lot broker exe-
cutes his order on the exchange, the
trifling profit he makes between the bid
and offered prices, especially in view of
the accommodations he gives. This
dealer will buy or sell any quantity,
regular like ten shares and fifty shares,
or irregular like three shares or sixty-
six shares; the customer does not have
to wait until another customer wants to
buy or sell a similar quantity. Further-
more, as long as anyone is bidding for
or offering a single onc hundred shares
at a price, the dealer will buy or sell
blocks of odd lots, ninety-nine shares
included, at the same figure.

In all its aspects, the popularizing of
trading on the New York Stock Ex-
change through odd lots is a healthy
movement, and its growth will soon ex-
ert a decided influence on the financial
markets.

INVESTMENT NEWS AND NOTES.

—An instance of a consolidated mortgage
becoming a first mortgage through redemp-
tion of all prior lien bonds is to be found
in the case of the Wilkesbarre Gas & Elec-
tric Co. consolidated (now first) mortgage
fives being offered by Henry & West, Phil-
adelphia. Redemption of all underlying
bonds recently completed leaves the mort-
gage under which the bonds offered are is-
sued not only a first mortgage but the only
mortgage on the property of the company.

Under the circumstances, and consider-
ing that the company in the last fiscal year
earned seven per cent. on the outstanding
$1,500,000 of stock, the fact that the bonds
can still be had to net nearly five per cent.
makes them an investment worth looking
into.

—Water bonds of the very highest grade
are the Altoona, Penn., Water Works fours
being sold by Battles & Co., New York and
Philadelphia. Due Jan. 1, 1939 and op-
tional July 1, 1924, the bonds yield 3.75
per cent on the optional period and 3.85
per cent. if not redeemed before maturity.

The bonds of Altoona City are legal for
trustees and executors in Pennsylvania, and
for savings banks and trustees under the
laws of Massachusetts, and Connecticut, by

whom previous issues of bonds are now
held. In the year 1910, on the publication
of new census figures of population, they
will automatically become legal also for
savings banks of New York State.

—-Bonds issued under an absolute first
and closed mortgage on an industrial plant
representing a value of many times the
amount of the mortgage, are the C. Pardee
Works first fives which Messrs. Fanshawe,
Cadwalader & Co. of Philadelphia are of-
fering.

The works are situated at Perth Amboy,
N. J.,, and own 100 acres of land in fee,
situated on the Raritan river, with sidings
of the Central Railroad of New Jersey,
Iehigh Valley R. R. and Pennsylvania R.
R. on the property. The land of the C.
Pardee Works is conservatively estimated
at over $3,000 per acre for building pur-
poses alone.

There has been erected on this land four
open hearth furnaces, a blooming mill, a
rolling mill, a shafting plant and a tile
plant, all of modern equipment and costing
over $1,200,000.

—Two interesting issues being sold by
Messrs. Wurts, Dulles & Co., Philadelphia,
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the former alone and the latter in con-
nection with Spencer Trask & Co., are the
Chattanooga Railway & Light Co. first and
ref. fives, and the Johnstown Passenger
Railway refunding fours.

The first and refunding mortgage five
per cent. gold bonds of the Chattanooga
Railway & Light Company, dated August
1, 1909, due May 1, 1956, are secured by a
first mortgage on the entire property,
rights, franchises and equipment of the
company, now owned, or hereafter acquired,
subject to $2,790,000 bonds outstanding
secured by liens (closed mortgages) which
cover only that part of the property for-
merly owned by the predecessor railways
company, and for the retirement of which
sufficient of these bonds are reserved. These
bonds are, therefore, a first lien upon all
the property of the predecessor electric
company and their present issue is limited
to the amount necessary to provide for the
retirement of previous existing bonds upon
that property and for improvements now in
progress.

The authorized issue of Johnstown Pas-
senger Railway Co. refunding fours amounts
to $2,000,000 of which $1,601,000 are out-
standing, the other $399,000 being reserved
to retire a like amount of consolidated
mortgage four per cent. bonds due in 1929.
The bonds now being offered include $229,-
000 issued to retire that amount of first
sixes due in 1910.

—Of the many analyses of Pennsylvania
Railroad which have recently come to hand,
the one issued by Chas. C. Harrison, Jr.,
& Co., Philadelphia, seems to deal the most
clearly with the possibilities of the New
York terminal enterprise. “It is esti-
mated,” says this analysis, “that the pas-
senger traffic through the New York termi-
nals will amount to at least 30,000,000 .pas-
sengers per annum, and if the railroad
should charge an additional fare of ten
cents per passenger it is easy to see how
substantially its revenue will in this manner
be at once increased.

Apart from this there are other essential
features of this New York enterprise stand-
ing out clearly, among which we would par-
ticularly mention: (1) The tremendous
traffic possibilities, both freight and passen-
ger, of New York City and its environs as

indicated by the immense sums spent. and
about to be spent in developing this traffic
not only by the Pennsylvania Railroad but
by the Hudson Companies and by the New
York Central. (2) The fact that the Penn-
sylvania system is the only one which will
extend over the entire territory of Greater
New York and be in a position to develop
the very great possibilities existing in Long
Island. (3) The facilities which the Penn-
sylvania Railroad will now have, both pas-
senger and freight, not merely between New
York and southern and western points, but
:hr(()]ugh New York to and from New Eng-
and.

—An attractive little issue of bonds
which may very possibly have been snapped
up before this finds its way into print, are
the Ardmore Street Railway Co. first fives
being offered by Newburger, Henderson &
Loeb.

The Ardmore Street Railway Company
was taken over by the Consolidated Trac-
tion Company of Pittsburgh, on October 1,
1908, the Consolidated Traction Company
having acquired all the stock and guaran-
teeing the principal and interest on $1,000,-
000, of these first mortgage five per cent.
bonds, which are redeemable at 105 and
intevest.

As the bonds offered are endorsed for
principal and interest by the Consolidated
Traction Company of Pittsburgh, they are
in fact a prior charge to the security of
the Philadelphia Company consolidated
mortgage fives, of which there are over
$15,000,000 outstanding and for which the
primary security are the preferred and
common shares of the Consolidated Trac-
tion Company, the endorser of the bond
offered.

—The tendency of New York investment
houses to reach out into western territory
for the good business constantly originating
there, is again shown in the opening of a
Chicago office by Messrs. Jas. H. Oliphant
& Co. The new office is to be under the
management of John Jay Bryant, Jr., for-
merly secretary of the Farwell Trust Co.,
Chicago.

—The weekly letter issued by E. B. Smith
& Co., Philadelphia, classifies financial in-
95
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formation in such a way as to make the
letter very valuable to the man who wants
to keep in close touch with the main points
of the situation without spending too much
time reading financial news. Bank-clear-
ings, railroad earnings, business conditions,
the money market, and finally the stock
market, are all carefully treated under
separate heads, the letter containing, too, in-
vestment suggestions of value. In a recent
issue appeared the following commentary
on Pennsylvania’s new stock issue:

Much attention has been given to Penn-
sylvania Railroad stock. This stock is
cheap at present quotations. The war-
rants for new stock have been sold freely
by life insurance companies doing business
in New York, which cannot take up new
stocks because of the law prohibiting them
from so doing; by estates and others. It
should be borne in mind that the eighty
millions of new stock do not impose a bur-
den of securities upon the company, as the
funds received from the sale of the stock
take up an equal amount of outstanding
notes and bonds.

They transfer a fixed obligation to a dis-
cretionary one and do not increase the total
capitalization of the company. As a mat-
ter of fact, the considerable conversion of
bonds that has taken place recently has
slightly reduced the amount of capital obli-
gation. The excellence of the condition of
the Pennsylvania Railroad Company is not
commonly realized. It is very far ahead of
the average railroad in financial condition,
equipment and business, and is just about
in position to reap the full benefit from
the enormous expenditures made during the
past ten years.

—One of the issues which have been
placed largely with foreign investors are
the First Consolidated refunding mortgage
fives of the Mahoning Railway & Light Co.

The bonds are part of a total authorized
issue of $10,000,000, of which $3,996,000, in-
cluding the present offering, are outstand-
ing. After $406,000 more are issued all
remaining must be reserved for retiring
underlying bonds. The consolidated bonds
are secured by the entire property subject
to underlying liens. The property com-
prises 145 miles of urban and interurban
electric railway in and about Youngstown,
O.. and Newcastle, Pa., and the lighting
plants in those towns and Sharon, Pa.

For the year 1909 net earnings will ap-
proximate twice the amount of interest
charges. The bonds are tax exempt in
Pennsylvania and at the price offered yield
approximately 58 per cent.

—Another American bond in which the
foreign investors seem to have a good deal
of confidence are the St. Louis & San Fran-
cisco general lien fives, which sell around
ninety. With the sale of another fresh

block of these bonds to Speyer & Co. (the
second this year) the total of the bonds
recently purchased by that firm is brought
up to about $43,000,000.

By far the greater part of these bonds
have been sold abroad, most of them in
France. Germany and Holland, however,
have also participated largely, the Dutch
investors particularly showing the eagerness
to “salt away” these Frisco Fives which
always mark their belief that a security is
cheap. One of the best features about
such purchases is that the bonds are ac-
tually absorbed. The Dutch investor takes
time in making up his mind that a thing is
cheap, but when once the decision is made
and the security purchased, it is usually a
long time before it comes on the market
again.

—Indicative of the kind of bonds in
which the first class investment houses are
finding their customers interested, is a list
of bonds suggested for investment in a
lctter recently sent out by Swartwout &
Appenzellar, New York. All the bonds
mentioned, it will be seen, yield a fair rate
of income, and all of them are of a class
in which a fair amount of fluctuation is
reasonably to be expected. The list is as
follows:

Union Pacific convertible four per cent.;
Norfolk & Western divisional four per

.cent.; United States Rubber six per cent.;

Toledo Terminal 4% per cent.; Missouri
Pacific convertible five per cent.; Virginia
Carolina Chemical first five per cent.;
Southern Pacific convertible four per cent.;
United States Steel sinking fund five per
cent.; Atchison, Topeka & Santa Fe Short
Line four per cent.; Atchison, Topeka &
Santa Fe adjustment four per cent.

—Michigan State Telephone first mort-
gage gold fives are offered by Judson G.
Wall & Sons, New York, at 100 and interest.
These bonds are due February, 1924, and
are in coupon form, although the principal
of the bonds may be registered. The
Michigan State Telephone succeeded in 1904
to the business of the Michigan Telephone
Co. These bhonds are secured by a first
mortgage on the principal properties of the
company, valued in excess of $15,000,000.
Of the authorized issue .only a little over
$8,000,000 are outstanding; the rest can be
only issued for 75 per cent. of the cost
price of new property. The company owns
a system practically covering the state of
Michigan, and is connected with the entire
country through favorable contracts with
the American Telephone & Telegraph Co.
At present the company is earning con-
siderably over twice the interest on its
bonds. Since the company’s organization it
has paid regularly six per cent. on the pre-
ferred, and lately six per cent. on the com-
mon, which stock sells above par.



INVESTMENT AND MISCELLANEOUS SECURITIES.

[Corrected to Dec 20, approximate

Quoted by Judson G. Wall & Sons, brokers in
investment securities and dealers in unlisted
nlnd inactive railroad and industrial securi-
ties.

GOVERNMENT, STATE AND CITY BONDS.

Approx.

Name and Maturity. Price. Htld.

U. S. Gov., reg. 2s, 1930...... 10114-101% :
U. S. Gov., reg. 3s, 1918 1013-102%

Panama Canal reg. 28, 1936..100%-101
Dist. of Columbia 3-658, 1924..105%-107
Alabama 4s, 1956, veieesare..103 2108
Georgia 4%s, 1915 ....... .103%-105
Louisiana, new cons. 4s, 1914.. 96  -100
Massachusetts 328, 1940 .... 96 - 9714
New York State 3s, 1959....102 -102%
North Carolina cons. 48, 1910.., 99%-100
South Carolina 4s, 1933..... 1102 -104 .
Tennessee New sget'nt 38, 1913, 9515- 963%  8.85
Virginia 6s B. B. C. 1871, 54 - 56
Boston 3%s, 19"9............ 9614~ 97
New York 4ls, 1967..
New York 48, 1917..
New York 4s, 1957.... 3.97
New York 4s, 1959.. .1001,-100% 3.98
New York 31%s, 1954, . 89%- 901 3.95
3.96
3.85

11100%-100%

New York 31¢s, 1930 . 891~ 90
New York 68, 1910 (revenuc).10215-103%

SHORT TERM SECURITIES.

Following are current quotations for the
principal short-term rallway and Industrial
sccuritics. Date of maturity is given, be-
cause of the importance of those dates in
computing the value of securitics with so
near a maturity. All notes mature on the
first of the month named except where the
day Is otherwisc specified; interest is semi-
annual on all. Accrued Interest should be
added to price.

pPprox.
Bid. Alked Yield.

Am. Cig. A 48, Mar. 15, '11. 98 9814 6.60
Am. Cig. B 4s, Mar. 15, '12. 96% 99 5.45
Am. Loco. 58, Oct., '10.... 99% 1003 8.65
Atl. Coast L 58, Mar., '10.100 10015 4.26
“Big Four' 68, June, '11..100Y4 101 4.30
B., R. & Pitts. Equip. H&s. 8912 101%
C.. H. & D. 4s, July, '13. 96% 97

Del. & Hud. 4%s, July, '22.101% 102%
Int. R. T. 6s, May, '11......108% 104

K. C. R. & L. 6s, Sept. ! 9614 97%
Lack. Steel 6, 9% 100
Louis. & N. 5s, 100 1003
Lake Shore bs, 99% 100% .
Maine Cent. 4s, 98 100

Mich. Cent. bs, Feb., ' 99
Minn. & St. L. bs, Feb., '11. 991% 991
N. Y. Central 6s, Feb., '10. 99% 10034
N.Y.C. Eq. Tr. 68, Nov., '10.1003% 100%
Y.C. Eq. Tr. 6s, Nov.,, *12..100% 101X
Y.C. Eq. Tr. 5s, Nov. ’14..101!/, 10314
.Y.C. Eq. Tr. 68, Nov.,, '16..102% 104%
Y.C
.Y.N.

. Eq. Tr. 5s, Nov., '19..102% 105%
H.&H. bs, Jan.,, ‘11...100% 101
.Y.N.H.&H. bs, Jan. 9, '12..101 10134
Norf. & West. bs, May. '10..!00% 1001
No. American &s, May, '12.. 99% 100
Penn. R. R. 58, Mar. 15, '10..100% 101%

St. Louls, Brownsville & Mex.

6s, Nov., '10...... veees.100 5 basis

St. L. & 8. F. 58, Jan. 'll.. 99 991 6.

St. L. & 8. F. 448, Feb., '12. 957% 96% &

Southern Ry. 58, Feb., ‘10... 99% 100 5

Tidewater 6s, June, '13......101% 102 6.
6
6.
5
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Pitts., Shawmut & North.

rec. ctfs. 58, Jan., 'l4.... 99 100
Wabash 448, May, '10...... 994 99 %
Westinghouse 6s, Aug., '10. 1100%  100%

INACTIVE RAILROAD STOCKS.

Bid. Asked.
Arkansas. Oklahoma & Weotern . b 9
Atlanta & West Point ........ ....165
Atlantic Coast Line of Conn.

Buffalo & Susquehanna . 25 28
Central New England .. .12 15
Central New England, pref .18 24
Chicago, Indianapolis & Louisville. 52 66

1

vield as figured January 1.]

Bid.
Chicago, Ind. & Louisville, pref.. 70
Cincinnati, Hamilton & Davton.... 25

Cincinnati, Ham. & Dayton. pref. 65
Cincin,, N. Orlecans & Tex. Pac...113
Cincin.,, N. O. & Tex. Pac., pref..105

Cincinnati Northern .............. 35
Cleveland, Akron & Columbus..... 68
Cleve., Cin., Chic. & St. L., pref .105
Cripple Creek Central ......... vo. 28
Cripple Creek Central, pref....... 48
Delaware ..........coieeieinien. .17
Des Moines & Ft. Dodge, pref.. . 80
Detroit & Mackinac ............. 45
Detroit & Mackinac, pref......... 90
Evansville & Terre Haute ........ 5§
Grand Rapids & Indiana ......... 43
Green Bay & Western ......... . 85
Georgla, South. & Florida........ 31

Georgia, South. & Flor.,, 18t pref.. 93
Georgla, South. & Flor., 24 pref . 73
Huntington & Broad Top ......... ..
Huntington & Broad Top, pref.... 20
Kansas City, Mexico & Orient....
Kansas City, Mex. & Orlent, pref. 22
Louisville, Henderson & St.
Loufsville, Hend. & St. L

Maine Central .
Maryland & Pennsy
Michigan Central ..
Mississippl Central . 0
Pitts., Cin., Chic. & St. L., pref...110
Pere Marquette ............00.0.. 34
Pere Marquette, 1st pref..
Pere Marquette, 2d pref
Pittasburgh, Shawmut & Northern. 2
8t. Louls, Rocky Mt. & Pac., pref. 45

Scaboard Company ..... et . 26Y%
Seaboard Co., 1st pref. ceee. 42
Seaboard Co.. 2d pref....... veee. 46
Spokane & Inland Emplre........ 45
Spokane & Inland Empire, pref.. 70
Texas Central .........0c0iiunns 35
Texas Central, pret .72
Virginian ....... . ..024
Western Pacific ............... .. 28
Willlamsport & North Branch...., 1
Writesville & Tennille............ 25

GUARANTEED STOCKS.
[Corrected to December 20.]

By A. M. Kidder & Co., bankers, members New

York Stock Exchange, 18 Wall St.,

York.

New

(Guaranteeing Company in parentheses.)

Bid.

Albany & Susquchanna (D. & H)
Allegheny & West'n (B. R. 1. &
Atlanta & Charlotte A. L. (So. R.
Augusta & Savunnah A L

of Ga.) ..
Y Centrnl)

O:ﬂ'ﬁ

Beech Creek (N. Y.
Boston & Lowell (B. &
Bleecker 8t. & F. Ry. Co
8t. Ry. Co.)
Boston & Albany (N ‘Y. "Cen
Boston & Providence (Old Colony) -295
Broadway & 17th Av. R. R. Co.
(Met. St. Ry. Co.) .......v0cnne
Bléml;lyn Clty R. R. (Bk. H R R

Catawissa R. R. (Phila. & Read.
Cayuga & Susquehanna (D. L. &W.). 215
Cent. Pk. N.&E. R.R. (Met. St. Ry.) 25
Christopher & 10th St. R. R. Co.
(M. 8 R.) iivvennnienss

Cleveland & Pittsburg (Pa. R.R. )
Cleveland & Pittsburg Bettermen
Columbus & Xenia (Pa. R. R.)...
Commercial Union (Com’'l C.
Com'l Unfon of Me. (Com'l C.
Concord & Montreal (B. & M.)
Concord & Portsmouth (B. & M
Conn. & Passumpsic (B. & L
Conn. River (B. & M)
Dayton & Mich. ptd. (C & D. 1
Delaware & Bound B. (Phlla & R.).195
De;{rolt )Hllladale & S. W. (L. S. &
East Pa. (Phlla. & Reading) 130
Eighth Av. St. R. R. (M. & R. Co.)..280

97

Asked.

150

102
140



98
Bid. Asked.
Eimira & Wllllam.port pfd. (Nor.

Cen.) .. eivernresansesans cesene 145
Erle & Kalamazoo (J. S. & S. Yool .l285 245
Erle & Pittsburg (Penn. R. R.)......1560 160
Franklin Tel. Co. (West. Union).... 40 45
Ft. Wayne & Jackson pfd. (L. S.

.................... L187 142
Fo;ty--ect)md St & G StRUR. (Met.l

t. Ry.)) ...cocicinnanns . cen
Georxh R. R. & Bk. 'Co. (L. & N.

A, Co L) ittt 252 257
Gold & %tock Tel. Co. (W. U.)....108 ces
Grand River Valley (Mich. Cent.)...120 130
Hereford Railway (Maine Centrnl). . 86 95
Inter. Ocean Telegraph (W. UJ).... 106
Illinois Cen. Leased Lines (Ill Cen.). 102
Jackson, Lans. & Saglnnw (M C.).. 95
Joliet & Chlcazo (Chie. AlL). ‘5 .17 o 176
Kalamazoo. Al G. Rapldu (L. 8. 130
Kan C. Ft; Scott ‘& M ptd (st L. 81

& S FJ) it
K. C. 8t. L. & C. ptd. (Chic. &Al)llo
Lake Shore Speclal (Mlch S5. & N.

INA.) covevennoen ; fheeeess290 ces
Little Miami (Penn. R. R.) ........ 20 216
Little Schuylklll Nav. & Coal ‘(Phil.

& R.) . iovrvsrnnneeransaanscnes 118 120
Louisiana & Mo. Riv. " (Chic. & Atl).167 176
Mine Hill & Schuylklll Hav. (F. &

................ .120 128
\[oblle & Blrmlngham pfd 4% (So i 85
S T T I 5
Moblle & Ohio (So. Ry.) ...... 84 88
Morris Can. pfd. (Lehlgh Valwy)..l'lo ces
Morris & Essex (Del. La )..18 “ee
Nashville & Decatur (L. & .1 190

N&H. & Northampton (N Y. N. L 100
N. J. Transportation Co. "(Pa. RIR.).260 268
N. Y., Brooklyn & Man. Beach pfd.

(L. R. R) ieiiinnennonnens ...110 120
N. Y. & Harlem (N. Y. Centraly. .. .300
N. Y. L. & Western (D. L. & W.)...125 130
Ninth Av. R. R. Co. (M. St. Ry. Co.).140 190
North Carolina R. R. (So. Ry.).162 167
North Pennsylvania (Phila. & R.)..198 208
Northern R. R. of N. J. (Erie R. R.) 85 95
Northwestern Telegraph (W, U, 115
Nor. & Wor. pfd. (N.Y. N.H. & H.).200 ...
Ogden Mine R.R. (Cen R.R.of N.J.). 96 102
0Old Colony (N.Y.N.H.&H.) .....185 200
Oswego & Syracuse (D. L. & W.). 230
Pacific & Atlantic Tel. (W. U.).... 6
Peoria & Bureau Val. (C.R. I & P.). 185 196
Philadelphia & Trenlon (Pa. R. R.). 1245 oo
Pitts. B. & L. (P. L. & C. Co.).. 33 36
Pitts. Ft. Wayne & Chic (Pa. R.R.).174 177
Pitts. Ft. Wayne Co. special

(Pa. R. R.) 178
Pitts. & North Adams (B. & A.)...127 134
Pi;u. sMcW'port & Y. (P. & L. E 138
Providence & Worcester (N YN’

& H) civiiiinnneens 280
Rensselaer & Saratoga (D, H. 202
Rome & Clnton (D. & H.) .......
Rome, Watertown & O. (N. Y. Cen.). 128
Saratoga & Schnectady (D. & H.)
Second Av. St. R. R. (M. S. R. Co. 60
Southern Atlantic Tel. (W. u). 100
Sixth Av. R. R. (Met. S. R. Co.)....110 180
Southwestern R. R. (Cent. of Ga.)..110 115
Troy & Greenbush (N. C cee
Twenty-third S§t. R. R. (M. .. 276
Upper Coos (Maine Central) ......136 145
Utica & Black River (Rome,

& O) evvininasiianes eiene.. 174 178
Utica, Chen. &' Gusqueh, (D. L.

& .) cesee . 156
United N. J. & Canal Co. (Pa. 264
Vvalley of New York (Del. L. & W. y..123 128
Ware R. R. (Boston & Albany)....160
Warren R. R. (Decl. Lack. & W.). C172 178
NEW YORK CITY RAILWAY, GAS AND

FERRY COMPANY BONDS AND STOCKS.

[Corrected to December 20.]

Quoted by Willlamson & Squire, members New
York Stock Exchange, brokers and dealers in

investment securities,
York.

Bid.

Bleecker St & Ful Fy
1st 48 vee...1950 J&J 61
Bway Surt’ Rv 1st 5s 1924 J&J 102
Bway & 7th Av stock. .... .... 140

25 Broad street,

New

Asked.

(1]
104
145
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Bid. Asked.

Bway & 7th Av Con 58.1943 J&J 102 106
Bway & Tth Av 24 6s..1914 J&N 100 101
Col & 9th Av 1st 6s...1993 M&S 97 100
Christopher & 10th St... QJ 80 90
Dry Dk E B & Bat 8s. 1932 JaD 96 100
Dry DockEB&Bt

Ctfs 58 ...... v....1914 F&A 48 52
424 8t M & 'St N Av6s.1910 M&S 99% 100%
Lex Av & Pav Fy 6s..1922 M&S 87 93
Second Av Ry stock........ .... 15 18
Second Av Ry 1st 68..1909 M&N 87% 99
Second Av Ry Cons 5s.1948 F&A T4 1
Sixth Av Ry stock. .... 110 125
South Ferry Ry 1lst 68.1919 A&O 88 91
Tarryt'n W P & M 6s.1928 M&S 60 80
Union Ry 1st 6s.......1942 F&A 100% 102
Westchester EI Ry 58.1943 J&J 66 85
Yonkers Ry 1st 5s8.....1946 A&O &5 90 ‘
Central Unlon Gas 68..1927 J&J 1001 101%
Equitable Gas Light 6s8.1932 M&S 104 108
New Amst Gas Cons 5s8.1948 J&J 100 101

Y & E R Gas 1st b8.1944 J&J 103 106
NY &E R Gas Con58.1945 J&J 97 100
Northern Union Gas 58.1927 M&N 98 100
Standard Gas Light 58.1980 M&N 100 108
Westchester Light 5s..1950 J&D 103% 106
Brooklyn Ferry Gen 58.1943 ... 30 31
Hoboken Fy 1st Mtg 58.1946 M&N 105 107
NY & Bkn Fy 1st Mt €8.191 J&J 93 97
NY & Hobok Fy Gen bs. J&D 96 98
N Y & East River Fy. QM 34 39
10th & 23d St Ferry. A&O 36 .
10th & 23d St Fv Iat 6s.1918 J&D 65 70
Union Ferry ......... QJ 30 31
Union Ferry 1st 6 TLU1920 M&N 95 98

MISCELLANEOQOUS SECURITIES.
[Corrected to December 20.]
Quoted by J. K. Rice, Jr.,

& Co., broker ana

dealer in miscellaneous securities, 33 Wall

street, New York.
Bid. Asked.

American Book .......... 158
American Brake Shoe 85
American Brake Shoe 125
American Brass . ........ 123
American Chicle ... .. 225
American Chicle pref. . 107
American Coal Products .. 90 93
American Gas & Electrie ....... . 451 47
American Gas & Electric pref.... 43% 45
American Light & Traction....... 287 292
American Light & Traction nref..106 109
Amertcan Typefounders ... ....... 42 47
American Typefounders pref. 96 100
Babcock & Wilcox ...... 106 110
Borden's Milk ....... .118 122
Borden's Milk pref.... veees 105 108
Bush Terminal ................ ... 58 63
Connecticut Ry. & Lighting...... 75 7

Connecticut Ry. & Lighting pref.. 80 85
Cripple Creek Cent. ...... ceeaee 28 33
Cripple Creek Cent. pref.......... 45 50
Du Pont Powder ......... vevese..126 129
Du TPont Powder pref, cens 86 90
E. W. Bliss ........... el 137 145
E. W. Bliss pref...... eeeeeesa127 135
Empire Steel & Iron....... ceaeeee 12 18
Empire Steel & Tron pref...... 80 S0
International Nickel ..... 150 154
International Nickel pref. 90 93
International Silver ...... 30 40
International Silver pre. 100 105
Inter. Time Recording ...... 65 80
Inter. Time Re(.ordlng pref.. 100 106
Lackawanna Steel [N 64 [1]
National Sugar pref........... 98 102
Royal Baking Powder ............162 173
Royal Baking Powder pref........109 112
Safety Car Heating & Lighting...134 137
Singer Manufacturing ............490 510
Standard Coupler ......... ees 30 85
Standard Coupler pret cease ve..105 116
Texas & Pacific Coal. cees 100 106
Tri-City Ry. & Lt....... ceens 27 30
Tri-City Rallway & Light pref. ee. 92 95
Tnion Typewriter ......... ceeens. 62 66
TUnion Typewriter 18t pref........110 115
Union Typewriter 24 pref...... 110 116
United States Envelope....... . B2 65
United States Envelope pref......112 117
U. 8. Ind. Alcohol ...... eed 25 30
U. 8 Ind. Alcohol pref.. ... 85 90
Virginian Rallway ...... 1 28
Western Pacific ........... ees 28 30
Worthington Pump pref. .........106 109



INVESTMENTS.

ACTIVE BONDS.
[Corrected to December 20.]
Quoted by Swartwout & Appenzellar,

bankers,

members New York Stock Exchange, 44 Plne

street, New York.

Bid.
Amer. Agri. Chem. 5s............ 101%
Amer. Steel Foundries 4s, 1923.... 75
Amer. Steel Foundries 6s, 1935....103
Balt. & Ohio. Southwest. Div. 3'&-. 901
Bethlehem Steel 58 ... ..., 88%

Chi.,
Chi., Burl. & Quincy Ill. Div. 4s...
Chl., Burl. & Quincy Ill. Div. 3%s.
Cin.., Hamilton & Dayton 4s......
Denver & Rio Grande Ref'ng bs..
Louis.
Mason City & Ft.
Norfolk & West.

9914

Dodge 4s..

Savannah, Florida & Western 6s8..126
Va. Carolina Chem. 1st 58........ 9815
Western Maryland 4s .. 85
Wheeling & l.ake Erie cons. is.. .. 8513

Wis. Central,
Western  Paclfic 5s

COAL BONDS.
[Corrected to December 20.]

Burlington & Quincy Gen. 4s. 991
89!«,

& Nashville unified 4s...... %

.. 86
Divisionals 4s.... 92%

Superfor & Duluth’ s ‘0"‘5
97

Asked.

Quoted by Frederic H. Hatch & Co., dealers in

ifnvestment securities,

York.
Bid.

Beech Creek C. & Coke 1st §s, 1944. 80
Cahaba Coal Min. Co. 1st 6s, 1922.106
Clearfield Bitum. Coal 1st 4s, 1940. 80
Consolidated Indian Coal 1st Sink-

ing Fund 6s, 1935 eessisenacess 86
Continental Coal 1st bs, 1952 95
Fairmont Coal 1st 5s, 31.......
Kanawha & Hocking Coal & Coke

ist Sinking Fund 5s, 1961 ......100
Monongahela River Con. Coal &

cesaee

Coke, 1st 68, 1949...............
New Mexico Rallway & Coal 1st &
Coll, Tr. 68, 1947....c.c0innenne
New Mexico Raflway & Coal Con.
& Coll. Tr. 5s, 1

Pittsburg Coal Co. 1st & ‘Colll 'rr.
Sinking Fund 5s, 1954..........105
Pleasant Val. Coal Co. 18t 5s, 1928, 94
Pocohontas Consol. Collleriel 1st
§s. 1957 seseeee
Somerset Coal Co. 1st 5.. 1932, 95

951%

30 Broad street, New

99

Bid. Asked.
Sunday Creek Co. Coll. Tr. 58, 1944 70 73
Vandalia Coal 1st 68, 1930 100
Victor Fuel 1st Ss. 1953.. 87
‘Webster Coal & Coke 194 96
West End Coll. 1st ﬁl. 1913....... 95

POWER COMPANY BONDS.
[Corrected to December 20.]
Quoted by Wm. P. Bonbright & Co., bankers,
members of the New York Stock Exchange,
24 Broad street, New York.

Bid. Asked.
Guanajuato Power & Electric Co.
Bonds, 6%, due 1932............ 100
Guanajuato Power & Electric Co.
Pref., 6%, cumulative .......... 99 102
Guanajuato Power & El. Co. Com.. 32 33

Arizona Power Co. Bonds, 6%, due
1983 ... 8 91
Arizona Power Co. .

Arizona Power Co. 27
Great Western Power Co. Bonds,

6%, duec 1946 . ................. 96
Western Power (‘o. Pref..... 59
Western Power (‘o. Com 37 38
Mobile Elec. Co. Bds., 5%. due 1946 88 9315
Moblile Electric Co. Pref., 6%..... 75
Mobile Electric (o. Com ..20
Amer. Power & Lt. Co. Pref., 6%.. 82 83
Amer. Power & Lt. Co. Com....... 35 36

FOREIGN & MUNICIPAL BONDS.
[Corrected to December 20.]
Reported by Zimmermann & Forshay, 9-11 Wall

BANK AND TRUST COMPANY STOCKS.

[Corrected to December 20, 1909.]

NEW YORK BANK STOCKS.
Reported by Hornblower & Weeks,

members

New York and Boston Stock Exchanges,

120 ‘Broadway, New York.

Div. Rate. Bid.
Aetna National Bank ..... 8 170
Amer. Exchange Nat. Bk.. 10 247
Bank of America ......... 26 600
Bank of the Manhattan Co. 12 235
Bank of the Metropolis.. 16 280
Bank of N. Y., N. B. A.... 14 325
Bank of Washington Ht- 8 270
Battery Park Nat. Bnnk .. 125
anury Bank ....... . 12 370
Bronx Borough Bank .. 200
Bryvant Park Bank ... . 150
Century Bank  ...... 6 165
Chasec National Bank .. 6 125
Chatham National Bank 16 345
Che¢lsca Exchange Bank.... 8 200
Ch.mical National Bank.... 15 4130
Citizens Central Nat. Bk. 6 158
Coal & Iron Nat. Bank.. .. 140
Colonial Bank ......... 400
Columbia Bank ....... 375
Corn Exchange Bank . 325
East River Nat. Bank 120
Fidelity Bank ........ 160
Fifth Avenue Bank .. 4200
Fifth National Bank 300
First National Bank ...... 850

Asked.
185
255
350
410
335

street, New York.
Bid. Asked.

German Consols 3%s 93 943
German Consols 3s 86%
Prussian Government is 103
Bavarian Government 4s 103
Hesslan Government 3%s ........ 92145 9314,
Saxony Government 38 .......... 84 85
Hamburg Government 3s ........ 8315 8414
City of Berlin 48 ................
City of Cologne 4s .
City of Augsberg 4s ..
City of Munich ds
City of Frankfurt a-M. 3%s ...... 9214 9312
City of Vienna 48 ................ 97 98
Mexican Government Gold &s. L1001 10113
Russian Government Gold 4s...... 9114 92
French Government Rente 3s ..... a8 99
Briths Consols 2'%s .............. 82 $3

Div. Rate. Bld. Asked.
Fourteenth Street Bank.... 10 160 165
Fourth National Bank . 8 215 225
Gallatin National Bank.... 12 330 350
Garfield National Bank..... 12 300
German-American Bank ... 6 135 150
German Exchange Bank... 20 450 500
Germania Bank ........... 20 500
Greenwich Bank .......... 10 250 270
Hanover National Bank.... 16 €30 665
lmporter-’ & Traders' Nat.

Bank .................. 20 565 575
Irving Nat Exchange Bk. 8 200 210
Jefferson Bank ........... 10 179 190
Liberty National Bank .20 560

Lincoln National Bank

Market & Fulton Nat. Bk. 12 250 260
Mechanics’ Nat. Bank oo 12 300 310
Mercantile Nat. Bank 6 180 190
Merchants’ Ex. Nat. B 6 165 180
Merchants’ Nat. Bank 1 170
Metropolitan Bank .... 8 185 205
Mount Morris Bank . 10 255
Mutual Bank .......... 8 290 310
Nassau Bank .......... 8 215
Nat. Bk. of Commeree..... 8 208 214
Nat. Butchers' & Drovers. 6 140 150
National City Bank ....... 10 420 430
National Copper Bank ..... 8 300 315
National Park Bank ...... 16 455 465
National Reserve Bank .... .. 115 130
New Netherlands' Bank.... .. 200 220
N. Y. County Nat. Bank... 40 825
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Div. Rate. Bid.
N. Y. Produce Ex. Bank... 8 170
Night & Day Bank ....... .. 200
Nincteenth Ward Bank 15
Northern Bank ........ 6 95
Pacific Bank 8 230
People's Bank ..... 10 280
Phenix National "Bank 6 175
Plaza Bank ............. . 20 €00
Seaboard National Bank... 10 350
Second National Bank .... 12 370
Sherman Natlonal Bank.... .. 140
State Bank .............. . 10 280
Twelfth Ward Bank ...... 6
Twenty-Third Ward Bk.... 6 165
Union Ex. Nat. k 1 195
West Side Bank 510
Yorkville Bank 450

NEW YORK TRUST COMPANY STOCKS.

Asked.

Div. Rate. Bid. Asked.

Astor Trust Co. ...... 350 370

DBankers' Trust Co. 600

Broadway Trust Co. 145 160

Brooklyn Trust Co. 410 425

Carnegle Trust Co. 160 165

Citizens’ Trust Co. 135

Central Trust Co. 1000 1030

Columbia Trust Co. 310

Commercial Trust Co. ..... .. 135 150

Empire Trust Co. ........ 8 300 325

Equitable Trust Co. ....... 20 490 o he

Farmers' lLoan & Trust Co.

(par $25) ............. 40 1300 1900
Fidclity Trust Co. LIl 6 200 210
Fifth Avenue 'l‘rus'. Co. .... 12 375 400
Flatbush Trust Co. ....... 8 210
Franklin Trust Co. ........ 8 215
Fulton Trust Co. ......... 10 275
Guaranty Trust Co. ....... 20 750 775
Guardian Trust Co. ....... I 160 180
Hamilton Trust Co. ....... 10 260 275
Home Trust Co. .......... 4 115 125
Hudson Trust Co. ........ 6 180
International Bank'g Corp.. .. 145
Kings Co. Trust Co. ..... .4 500
Knickerbocker Trust Co..... i 350 360
Lawyers' Mortgage Co...... 12 235 245
Lawycrs’ Title Insurance &

Trust Co. ..... . P ¥ 235 245
Lincoln Trust Co. . .. 160 170
Long Isl. Loan & Truut Co. 12 300 320
Manhattan Trust Co. (par

$30) 365
Mercantile Trust Co. 25
Metropolitan Trust Co. 500
Morton Trust Co. ....... 625
Mutual Alliance Trust Co.. 8 130 140
Nassau Trust Co. ........ 8 165
National Surety Co. ...... 8 210
N. Y. Life Ins. & Trust Co. 45 1100 1120
N. Y. Mtg. & Security Co.. 12 220 230
New York Trust Co. ...... 32 @ 660 680
Pcople's Trust Co. 12 295
Standard Trust Co. 400
Title Guar. & Trust Co..... 20 665 K80
Trust Co. of America...... 10 350 360
Union Trust Co. ...... «.o.. BO 1300
U. 8. Mtg. & Trust Co..... 24 440
United States Trust Co..... 50 1250
Van Norden Trust Co...... 12 230 250
Washington Trust Co. .... 12 400
Windsor Trust Co. ........ 6 125 140

BOSTON BANK STOCKS.

Reported by Hornblower & Weeks, members
New York and Boston Stock Exchanges, 60
Congress St., Boston.

Div. Last
Name. Rate. Sale.

Atlantic National Bank ...... vees 6 1501,

Boylston National Bank ......... 4 103%

Commercial National Bank ....... 6 140

Eliot National Bank ......... 8 218

First National Bank ..... 12 341%

First Ward National Bank 8 181%

Fourth National Bank ..... 1 166

Merchants National Bank .. 10 262%

National Bank of Commerce .. 6 1731%

National Market Bank, Brlghton.. 6 102

Nat. Rockland Bank, Roxbury.... 8 167

Natlonal Shawmut Bank ......... 10 330y

Natfonal Unjon Bank ............ 7 202

National Security Bank .......... 12 .

New England National Bank .... 6 152

Old DBoston National BRank ..... 6 125%

T'cople’'s National Bank, Roxbury. 6 125
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Div.

Name. Rate.
Second National Bank ........... 10
South End National Bank . . 6
State National Bank ........ 7
Webster & Atlas National Bank 7

Winthrop National Bank ......... 10
® No public sales.

BOSTON TRUST COMPANIES.

Div.
Name. Rate.
American Trust Co. .............. 8
Bay State Trust Co. ..
Beacon Trust Co. ................ 8
Boston Safe D. & T. Co. ......... 14
City Trust Co. ......ccvevevecnnee 12
Columbia Trust Co. .............. §
Commonwealth Trust Co. ........ 6
Dorchester Trust Co. ......vvvvuee oo
Exchange Trust Co. ..
Federal Trust Co. ...... 6

International Trust Co.
Liberty Trust Co.
T.

Mattapan D. & 6
Mechanics Trust Co. .. 6
New England Trust Co. 15
Old Colony Trust Co. 20
Puritan Trust Co. ... 6
State Street Trust Co. veene.. 8

United States Trust Co. .......... 16

® No public seales.

Last
Sale.

CHICAGO NATIONAL BANK STOCKS.

Reported by Hornblower & Weeks,

members

New York and Boston Stock Exchanges, 152

Monroe St., Chicago.

Div. Rate. Bld.

Calumet National Bank ... .. 150
City National, Evanston... 12 300
Commerecial National Bank. 12 235
Continental National Bank. 8 297
Corn Exchange Nat. Bank. 12 440
Drovers Deposit Nat. Bank. 10 221
First Natlonal Bank ...... 20 489
First Nat. Bk. of Englewood 10 240
Fort Dearborn Nat. Bank.. 8 187
Hamlilton National Bank... § 133
Live Stock Exchange Nat.

Bank .............. 10 249
Monroe National Bank 4 130
Nat. Bank of the Republlc. 8 202
Natlonal City Bank ....... 6 198
National Produce Bank .... .. 131
Prairie National Bank .... .. 140

CHICAGO STATE BANKS.

Div. Rate. Bid.

Austin State Bank ........ 10 275
Central Trust Co. ...... 7 163
Chicago City Bank ........ 10 173
Chicago Savings Bank .... 6 141
Citizens Trust Co. ....... . 100
Colonial Tr. & Sav. Bank.. 10 195
Cook County Qaving. Bank. 6 110
Drexel State Bank ........ 6 163
Drovers Tr. & Sav. Bank... 8 176
Englewood State Bank .... 6 111
Farwell Trust Co. ......... .. 120
Hibernian Banking Assn... 8 212
Illinois Tr. & Sav. Bank..16-4ex. 507
Kasper State Bank ........ 10 200
Kenwood Tr. & Sav. Bank. 7 127
Lake View Tr. & Sav. Bk.. § 130
Merchants Loan & Tr. Co... 12 428
Metropolitan Tr. & Sav. Bk 6 121
Northern Trust Co. ........ 8 821
North Avenue State Ban 6 137
North Side State Bank. 6 126
Northwest State Bank .... .. 111
Northwestern Tr. & Sav. Bk. 6 137
Oak Park Tr. & Sav. Bank. 12 305
Prairfe State ...... 8 250
Pullman Loan & Tr. Bank. 8 166
Rallway Exchange Bank... 4 126
Security Bank ............ .. 158
South Chicago Sav. Bank . 6 136
State Bank of Chicago.. 12 318
State Bank, Evanston .... 8 270
Stock Yards Savings Bank. 6 209
Union DBank ......... ceeae e 124
TUnion Trust Co. ......... 8 325
West Side Tr. & Sav. Bank. 6 150

Asked.

Asked.



SOME ASPECTS OF A FINANCIAL LIBRARY.*

By Miss Beatrice Carr, Statistician, Fisk & Robinson, New York.

HE financial library of the present day

is a comparatively recent institution,

and many causes have contributed to
its development. Chief among these may
be noted the constantly increasing numbers
of the investing public; the desire of such
investors for prompt and accurate informa-
tion regarding prospective or actual pur-
chases, and the unprecedented growth of
the United States in wealth and world-
wide influence—all such contributory causes
rendering necessary the establishment of
some bureau of information for the collec-
tion and recording of data bearing not only
upon specific securities, but treating also of
industrial and financial statistics in general,
and dealing with the fundamental princi-
ples underlying all economics. More espe-
cially, the building of many new railroads—
and the receiverships and reorganizations of
many older ones—brought an element ot
complexity into the financial situation.
New investment problems had to be faced;
promising but untried fields for the em-
ployment of capital to be scrutinized and
turned to account. To meet this situation;
to provide the means for dealing prudently
and at the same time effectively with the
great possibilities opening up for bankers
and investors alike, are, I think, the chief
reasons for the financial library as it exists
to-day.

Concrete facts are more likely to be help-
ful than vague generalizations. It is in or-
der, therefore, briefly to enumerate the va-
rious data contained in the library entrusted
to my charge, to explain the methods
adopted for obtaining material, and, finally,
to show how it is classified, catalogued and
filed.

WHAT CoNSTITUTES A FINANcCIAL LiBrary.

Summarized, the material on file in the
library of Fisk & Robinson consists of
books, pamphlets, reports—printed or in
manuscript — and newspaper clippings —
either specific or general—on steam and
electric railroad companies; industrial cor-
porations; public service undertakings;
banks—-national, state and savings; insur-
ance and trust companies; state and mu-
nicipal finances and general development;
United States Government — securities,
finance and general records; miscellaneous
books and pamphlets on banking, money,
financial history, railroads, industrial sta-
tistics and other matters likely to be of in-
terest, and information of a general charac-
ter not included in these classifications.

*A paper read before the first annual
meeting of the Special Libraries Assn. of
New York, November 5, 1909.

A . . R

To go somewhat into detail: we endeavor
to obtain all annual reports, mortgages,
agreements, and official pronouncements of
railroads and other corporations, and any
circulars or other information dealing with
such corporations or their securities; all re-
ports of the bureaus and departments main-
tained by states and municipalities, such as
banking and railroad commissioners’ re-
ports; industrial and labor statistics; Board
of Trade and Chamber of Commerce publi-
cations; comptrollers’ or other financial re-
ports, and banking, insurance, railroad and
general state laws; practically all informa-
tion issued by any department of the United
States Government, and all manuals, maga-
zines, books or other statistical data on the
subjects of finance, securities, and general
development of the United States  which,
after investigation, we believe to have any
value,

SouvRceS oF INFORMATION.

As to sources of obtaining such informa-
tion. There are three main channels—the
newspapers, our own mailing lists, and the
lists of other people. Through the medium
of newspapers and magazines is obtained
information regarding data of a special—as
distinguished from a periodical—nature; by
reason of the mailing lists maintained by
governmental, state and municipal depart-
ments and many banking houses we receive
much valuable material, and our card rec-
ord serves as a check on such sources of
supply. To illustrate further: We read in
the papers that the New York, New Haven
& Hartford Railroad Company has author-
ized an increase in capital stock; that the
Union Pacific has executed a mortgage, pro-
viding for an issue of bonds to be brought
out by some prominent banking house; that
a new book on “Railroad Freight Rates”
has attracted considerable comment. Ob-
viously, in none of these cases would our
own or any other mailing list apply. There-
fore, such items, when noted, are marked
with a red pencil, signifying that some data
is to be acquired; a letter of request is then
sent for the circular or deed of trust, or an
order given for the new book.

Nearly all departments of the govern-
ment and many state and city organiza-
tions, railroad and other companies main-
tain mailing lists, by virtue of which we
receive their reports without the necessity
of writing therefor. Should this not be the
case, our own list fills the gap. Whenever
any report of an annual, biennial or any
other period is received, two cards are made
out, bearing the name of the department,
bureau or corporation; subject of the re-
port, date of fiscal year, probable time of
issue, and address to which application
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should be sent. One of these cards is filed
alphabetically—the other behind the guides
shows the month and date of issue.
Lvery morning the cards for the day are
looked over. Should any report already
have been sent, prior to the recorded time
of mailing, the fact is shown on the card,
.the latest ycar always being written in pen-
cil as soon as the document is received, the
“cight” of 1908—for instance—being erased
and “nine” written in its place. If the re-
port is not in, a letter of request is sent,
unless we have reason to know, through cor-
respondence or otherwise, that it is not yet
ready for distribution. Should our letter
of enquiry bring forth the information that
no report is issued, or that it is not in-
tended for the general public, a blue card
containing this notification, and referring
to the date of the letter, is filed in the al-
phabetical record.

CorrrsPONDENCE FirEs.

Mention of letters brings me to the ques-
tion of the correspondence files. 1t is found
advisable to retain all correspondence of the
statistical department, rather than have it
filed with that of the general office. Al-
ways two carbons of cvery letter (except
ordinary  form acknowledgments) are
made—one being filed under name of cor-
respondent, the other under some future
date—usually a month ahead, but for a
longer or shorter period if necessary.
(Should cross referencing by subject mat-
ter be required, an extra carbon is made.)

Every morning, after the mail has been
received, stamped, and duly recorded, it is
turned over to the clerk in charge of the
letter files, who looks up the correspond-
ence in connection with every letter or doc-
ument, enters the new reports on the mail-
ing list, and takes out the mailing list cards
and “follow-up” carbons which belong to
that day. When, finally, the mail is brought
to my desk by a stenographer, we go over
it together, the various acknowledgments are
indicated or dictated, and the mailing list
cards and follow-up carbons dealt with in
such fashion as may be considered advis-
able. The correspondence is then handed
back to the stenographers, the material
turned over to the filing clerk, with neces-
sary instructions. Such documents as re-
quire further study are retained until a
suitable opportunity occurs for closer ex-
amination.

REcORDING THE DaTa.

Finally, a word as to the mecthod of re-
cording. All data is divided into a few
primary classes, such as “Railroads,” “In-
dustrials,” “State and Municipal,” “Govern-
ment,” ete. FEach of these divisions is dis-
tinguished by an appropriate letter or let-
ters—“R..” “Id.” “S. & M.,” “U. S8.” Fol-
lowing this letter, each independent corpo-
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ration, each state, each department of the
government, has its own number—each sub-
sidiary corporation, each city, each bureau
of a department, a decimal of that number.
The material belonging to each division or
sub-division is denoted by letter, the same
letters always, as far as possible, standing
for the same things. In the case of corpo-
rations, not more than half a dozen divis-
ions of material are necessary; for states,
cities and the United States Government we
go through the entire alphabet. In the case
of miscellaneous books and pamphlets, each
subject has its own number, prefixed by the
letter “M,” and all material under each sub-
ject heading is numbered consecutively.

Newspaper clippings are arranged by
subject and filed separately in binders ar-
ranged in straight numerical sequence, the
subject index cards being filed alphabet-
ically.

We have a card index for all our govern-
ment, state and municipal and miscellaneous
material. (Up to the present time a com-
prehensive index to our corporation data
has not been possible of attainment, other
than for annual reports.) The material is
indexed according to subject under each of
the primary classifications, cross referencing
to other divisions or subjects being made
where necessary.

In conclusion, it should be stated that
frequently the question has been asked
whether the special library is of any real
use to a banking firm, or whether it is not
merely an expensive luxury. The answer
depends largely on what use the firm makes
of it. If the library exists merely for the
accumulation of a mass of material the very
existence of which is hardly suspected, and
of which little or no use is made, then it
may fairly be considered an unnecessary ex-
pense. If, on the other hand, it is used
constantly hy every other department of
the bank and is made a “live” adjunct to the
purchasing and selling agencies of the firm,
without doubt the library justifies its ex-
istence. And the extent to which it is
mercly “dead wood” or a very vital part of
the office organization depends largely on
the missionary spirit exercised by the li-
brarian.

GOLD BASIS FOR CUBA.

BILLI. has been introduced in the

Cuban Senate for the establishment

of a national currency on the gold
basis and similar to that of the United
States. The gold coins are to be of five,
ten and twenty dollars and the subsidiary
coins of silver, nickel and copper. The
amount of the coin issued is to be deter-
mined by a currency commission to be ap-
pointed by the Government.



HIS department of THE BANKERS MAGAZINE is for the benefit of all readers inter-

ested in safety deposit.

It is open to contributions from any source, the purpose being

to make it a place of exchange for good ideas in this branch of the banking business.

For reproduction in this department, we would be pleased to receive photo
deposit vaults, customers’ rooms, or coples of unusual safe deposit advertisements.

aphs of safe
We

invite correspondence as to new methods of handling this business and approved means of

increasing fit.

BUILDING A SAFE DEPOSIT BUSINESS.

By Samuel M. Willner, Founder & General Manager of the National Safety
Vault Co., Denver, Colo.

T . was the great San Francisco fire, with
its terrible results, that started me to
look into the question of what consti-

tutes the proper equipment for taking care
of valuables, generally known as safe de-
posit vaults. :

I saw safes opened several weeks after
the fire, in which people had stored their
valuables, in which not a single record re-
mained intact, the heat having been so
great that the steel body of the safes had
become red hot and as a result consumed

Not a single safe deposit vault was destroyed in the great conflagration that left San

Francisco a pile of smoking ruins.

Countless numbers of small individual safes

were melted like so many tons of lead.

Being in business in San Francisco, as
well as in Denver, I naturally suffered
with others in the great losses sustained
during the catastrophe in that city. As
soon as I was able to communicate with
my business associates in San Francisco, I
started at once for the coast and it was
not long after my arrival in San Francisco
after having arranged for starting up my
business again, that T began to fully realize
the great importance of safe deposit.

the contents. A great many of the San
Francisco merchants, whom I had met, told
me that in order to ascertain what their
customers owed them, they had to depend
upon the honesty of their trade to inform
them as to the amount of their indebted-
ness, because of the fact that their books
and records had been burned up while
stored in their safes in their respective
places of business.
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Sare Derosit VaurLrs JUSTIFIED.

I learned that the majority of the people
who had the foresight to rent a safe deposit
box, had been able to save their records.
Many of the merchants had stored their
fire insurance policies in their safes on the
very premises that were insured, with the
result that they went through untold trouble
10 establish their claims for fire insurance.

Women had turned over valuable papers
to their attorneys, who had placed these
papers in filing cabinets, desks, etc., and
the result was that in the majority of cases
they were destroyed.

SAMUEL M. WILLNER

General Manager The National Safety Vault Co.
of Denver, Colo.

After hearing tales of woe on all sides I
determined, upon my return to Denver, to
organize a company for the purpose of in-
stalling as high class a safe deposit equip-
ment as money could buy and upon my re-
turn I investigated the safe deposit situa-
tion in Denver. The National Safety Vault
Co. is the result of this investigation.

GATHERING IDEAs.

I the:. started on a trip of inspection
to the largest cities of the country and after
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visiting the leading institutions engaged in
the safe deposit business and examining
their equipment thoroughly and obtaining
expert opinion in regard to the same, and
after discussing the finer points of the busi-
ness with the managers of the different com-
panies, I reached the conclusion that the
reason why more people are not safe de-
posit ‘renters is because of the method
adopted by some of the institutions in car-
ing for their customers, as well as the poor
equipment installed.

I might summarize the situation by saying
that a great many of the so-called safe-de-
posit vaults are nothing more than a flashy
steel door with a picket fence built in front
of it, and a label across the fence marked
“Safe Deposit Vaults.” It is really sur-
prising how some of the so-called safe de-
posit vaults do business at all and in my
opinion it is nothing more than the confi-
dence of the public in general, in the words
“Safe Deposit Vaults,” that prompts thera
to make total strangers custodians of their
valuables. Because as far as the security
offered by some of the institutions is con-
cerned, there is not the slightest semblance
of it.

Poor EquipMENT MEANS Poor BusixEss.

For example, one safe deposit company I
visited had their master key, which is used
for starting the combination on all their
safe deposit boxes and which is worked in
conjunction with the customer’s keys, hang-
ing on a nail in one of the customers’
coupon rooms instead of being in the pos-
session of the custodian of the vaults.
When you realize that any customer could
have obtained this master key and made an
impression of the same, and had as many
duplicates made of this key as he saw fit,
you can well imagine the impression this
made on me and would have made on any-
one else who had walked into the coupon
room where this master key was hanging.

In another vault I saw a customer come
in who had complained of the fact that his
key would not unlock his box, whereupon
the vault officer tossed him another key
with the remark “This key will no doubt
open your box.” The systems employed for
the safe guarding of the safe deposit renters
in a good many of the vaults I visited
were anything but what would inspire con-
fidence. I should say that in a great many
instances I felt that a safe deposit renter
would have been far better off to keep his
valuables locked in his bureau drawer or in
his desk, because in that case he would have
had at least the custody of his own val-
uables.

Moperxy EQuipMENT ATTRACTS BUSINESS.

I found in such cities where the vault
equipment was of a higher class of con-
struction and where better systems were
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used for the safeguarding of their cus-
tomers’ valuables, that the percentage of
safe deposit renters ran much higher than
it did in cities where poorer equipment and
system was employed. I concluded after
visiting the different institutions in differ-
ent parts of the country that two things
are essential to create safe deposit renters--
security and service. For after all the
safe deposit business is purely a matter of
confidence and in order to create the proper
confidence the equipment must be of such

Building in course of construction for the
National Safety Vault Co. of Denver, Colo.

a nature that, after proper demonstration,
a safe deposit renter will feel that their
valuables are safer in a safe deposit vault
than they are in their own possession, for
1 found instances where a safe deposit
renter had valuables locked up in a single
box, the value of which far exceeded the
total cost of equipment of the vaults that
contained the safe deposit box.

A Sare Derosit Brivpixa.

Upon my return to Denver I secured a
site and determined upon having a building
erected for us that would be as near fire-
proof as could possibly be built, which in
my opinion is very essential for the housing
of safe deposit vaults. Because if the
vaults are installed ir a building that is not

fireproof, even though the vaults themsclves
might be of fireproof construction, they
would not inspire the confidence they would
if the building was fireproof, for the rea-
son that in a great conflagration a non-
fireproof building is very apt to collapse,
with the result that the safe deposit renter
would be greatly inconvenienced by not
being able to get into his safe deposit bux,
even though the vaults did remain intact.

Vavrr Firrixes.

We are installing vaults that have a ca-
pacity of thirty thousand safe deposit
boxes. The vault walls are built of re-
enforced concrete and steel and will stand
a crushing pressure cf four million pounds
to the square yard and could safely carry a
sixteen-story building. We are installing
two main entrances to our vaults, so that
in case the mechanism on one of the doors
fails to respond, we would have the other
entrance to pass in and out of the vault.
Frequently lockouts occur in a vault and
where only one door is provided it brcomes
a matter of serious inconvenience. Inci-
dentally, I asked one vault custodian how
he would get into the vault in case the
mechanism was out of order and the door
refused to open. He replied, “That would
not be very difficult, we could open it easily
even though the mechanism was out of
order.” I maintain that if the door can
be easily opened when its mechanism is out
of order that the door itself is no good and
should never have a place in the vault. For
that reason we have two doors. Each door
will be two feet in thickness and will weigh
sixty-four thousand pounds.

To give you a further illustration that
Security and Service is of paramount im-
portance in safe deposit business, I might
add that even though our building is not
yet completed, our company has already
obtained the confidence of the public to
such an extent that we have booked up an
enormous amount of safe deposit reserva-
tions, of which forty per cent. of the busi-
ness is coming from the other safe deposit
vaults and sixty per cent. from people who
have never used a safe deposit box. Which
proves conclusively how the business can be
stimulated by installing the proper equip-
ment, thereby gaining the public confidence.

Too many safeguards cannot be throwa
around safe deposit vaults. Every addi-
tional feature of value that is added to safe
deposit equipment creates a greater clien-
tage. In circulating literature for our busi-
ness, I call the special attention of the pub-
lic to the fact that above all things we arz
not renting space, we are renting security.



A PRECAUTIONARY METHOD OF SAFEGUARD-

ING SAFE

DEPOSITS.

By G. P. Blackiston, Advertising Manager The Safe Deposit and Trust
Co. of Pittsburgh.

THI‘) origin of safe deposit vaults can
be traced far back into the musty

realms of ancient history. Modern
applications, however, are ever presenting
themselves, until to-day we find in many of
our most progressive institutions safeguards
practically impregnable.

This has been augmented, to a great de-
gree, by the great advancement of the pro-
fessional crook, who is ever ready to take
advantage of some loose method in so-called
systems of the unwary institution.

%

BTO"AGKE NDEPARTMENT.
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AN IMPROVEMENT.

One, which is enforced in its storage de-
partment, is the sealing of the trunk, box,
package or other such article left by its
owner.

The seal, which is an ordinary paper
sticker three inches in diameter, is placed
over the lock or dividing margin. On its
face is filled in the contract number, date
when sealed, the signature of the owner
and countersigned by the manager of safe
deposit and storage department.

A gummed sticker that is pasted over the lock or end of trunks. bags, etc.

As a result the red tape, so popularly feau-
tured during ex-President Roosevelt’s ad-
ministration, and which, as a rule, is so ob-
noxious to the public in general, has been
brought into play, but with the minimum
length of tape that would permit of maxi-
mum  safety.  Unnecessary red tape has
caused many of the largest safe deposit in-
stitutions in the country to lose most de-
sirable clients. Tt is, therefore, essential to
the successful institution to possess abso-
lute safety without incurring unnecessary
work.

Appreciating this fact, the Safe Deposil
and Trust Company of Pittsburgh, the
largest institution of its kind in that sec-
tion of the country, devised ways and means
for securing such results.
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The owner, therefore, is assured when
opening his trunk that no one has had ac-
cess to it, as the scal cannot be replaced
without the signature of both the ogner
and the manager of the department.

This safeguard has appealed greatly to
those that have been accustomed to the
loose methods which we find in vogue in so
many of the institutions which have not
given the matter the care and consideration
due the subject.

The regular lead freight car seal attached
to a wire placed around the trunk or box
was formerly tried, but found very weak in
many ways. The wire which went around
the trunk was often broken in moving, which
naturally cansed trouble. Beside this, the
scaling, cutting of wire, etc.,, was additional
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labor, and as stated not so ef-
fective in its results.

The paper seal has proven by several
years practical test to be the cheapest,
safest and most effective system yet in-
stalled and we have tried practically every-
thing.

above,

*“SAFE CRACKING " HAS BECOME
UNPOPULAR.

THAT the burglary and hold-up robbery
of banks is no longer popular among

the criminal class, and that expert
professional bank burglars and the bands of
expert forgers defrauding banks are in ex-
istence no longer is asserted in the annual
report of the Pinkerton’s National Detect-
ive Agency to the American Bankers’ As-
sociation.

From September 1, 1908, to September 1,
1909, there were 107 bank burglaries in this
country, eighteen of which concerned
members of the association and eighty-nine
non-inembers. During the same time there
were fifteen hold-up robberies, seven on
members and eight on non-members. By
the burglaries the banks lost $159,309.28, and
by the hold-up robberies, $17,667.18.

Prior to 1895, the report says, the banks
lost yearly hundreds of thousands of dollars
through the operations of professional ex-
pert burglars, forgers, sneak thieves and
hold-up men. The former expert bank bur-
glars, who operated noiselessly with fine
tools, have been replaced by the desperate
“veggs,” who work clumsily with dynamite
or nitro-glycerine, on banks in small com-
munities, where there is little or no police
protection. They are utterly regardless of
human life and do not hesitate to shoot and
kill to avoid arrest and identification.

Former bands of professional forgers
have been disbanded, their members either
having been convicted or made fugitives
from justice. The losses to banks now
through forgeries are caused by beginners,
and it is declared that there is but one band
of dangerous forgers now operating, while
the former professional bank sneak thief
has turned his attention to hotels, resi-
dences and sleeping cars.

Old-time professional bank hold-up rob-
beries have entirely disappeared. One band,
driven to the Argentine Republic, is oper-
ating there and has committed several rob-
beries. Such hold-up robberies as have oc-
curred in this country during the last year
have been the work of local thugs or acci-
dental criminals taking advantage of an
opportunity.

As a means of suppressing the “veggs,”
the Pinkertons recommend that the various
states enact a law <imilar to the one in
operation in Colorado, Kansas, Maryland,
Missouri, Nebraska and Ohio, which pro-
vides a penalty of not less than twenty-five
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or more than forty vears for persons con-
victed of a burglary by the use of nitro-
glycerine, dynamite or other high explosive.

SAFE DEPOSIT NOTES.

—The Security Savings Bank of Los An-
geles, Cal,. maintains one of the largest and
best equipped safe deposit departments of
any bank or safe deposit company in the
West. Its great vault, measuring 62 by 32
feet, occupies a space of 10,800 square feet
and has arcund it 4000 square feet of lobby
space. There are twenty-eight booths for
customers; men’s and women’s reading
rooms; four large consultation rooms; a
directors’ and customers’ meeting room;
storage vaults for trunks, silverware, large
packages, etc., and last, but not least, indi-
vidual safe deposit boxes. Day and night
watchmen are constantly on guard, and as a
further safeguard the vault is electrically
protected.

—Effective advertising of safe deposit
facilties may be brought about in many
ways. The Farmers National Bank of
Rome, N. Y., directs attention to its safe
deposit vault by means of souvenir blot-
ters, bearing a cut of the vault door and
an appropriate bit of advertising.

—A Mosler round door has been pur-
chased by the First National Bank of
Findlay, Ohio, and added to the equipment
of its newly constructed vault. The door
weighs ten tons.

—One hundred and ninety-five tons of
steel vaults have been contracted for by the
Omaha National Bank of Omaha, Neb.
Contracts for the work have been let to the
Mosler Safe Company of Hamilton, Ohio.

A safety vault containing 5000 boxes
will be installed in the basement of the New
York IL.ife building, which the bank will oc-
cupy. The cash vault will be on the main
floor on the north side of the court, the
wall in front of it being of glass construc-
tion, so the door of the vault will always be
in plain sight from the court. This vault
will contain a cash reserve vault with a
screw door and a separate compartment for
current cash. The interior of the reserve
cash vault will contain separate compart-
ments under sealed dial and signature
control, making it impossible for the re-
serve cash to be interfered with without
immediate attention being called.

—-Depositors who carrv an average bal-
ance of $200 with the Aetna National Bank
of Hartford, Conn., are given the use of a
small safe deposit box free. This liberal
proposition is only one of several which the
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bank is using in its successful endeavor to
build up a creditable safe deposit business.
An attractive folder announcing the new
departure has been issued.

‘THE BANKERS MAGAZINE.

—Elevator placards are used by the Fed-
eral Safe Deposit Company of New York
to solicit business from the tenants of the
Postal Te]egraph bulldmg at 253 Broad-

PULLING FOR BUSINESS

Some Suggestive Safe Deposit Ads.

The Ztna Natiooal Bask of Hartford
SAFE DEPOSIT DEPARTAENT

The reverse of this card. distributed by the
Union Safe Deposit Company of Pittsburgh,
shows the feet and back of this midnight intruder,
and also answers the question, * Where are your
Valuables ?”’ by ing that they are in the armor
plate vault of the Union Safe Deposit Company.

96-TON VAULT DOOR
We bog 1o aomsunce 0o the public ewr New Dugeruwe of
Purstshing to Depestesrs

FREE
In Owr Completsly Exquipped finfe Daposis Depertmsat.
Lot us dhow pou eur plans and expiain our plea.
Wo also have fur remtal o1 $3.00 (he your and speeed
Dadividunl Safee of o8 sisen

Informing the public, through the daily papers,
of the opening of a safe deposit department.
/Ztna National Bank of Hartford, Conn.

You Need a Safe
Deposit Box

Because your stocks, deeds, will and

St TRUST & S478 Mgy,

. seourities will he beyond the reach BLOWS Up Hm sm soxes
Ry VIA. PFROM
of fire and hurglars. Because no one rooceo. m SMS ‘mm oo
can molest your private Jetters. Be- LU NN
cause you 1l -not mislay vour dia- e FARMER DISTRUSTED BANKS | Apsercins
monus, jewelrv and valuables. Be- A Irarmeion, T 0w, b maied | i
ey * . BoX man withaut tw aid of a single ace
cause you'll énjoy peace of mind. Be- "~ Copplice wiake xtwees 1000 008 WS | wépmcr
cause you camnmnot afford to take great sunoLAR E?.‘?‘,?‘MT':‘;WP“:"‘ ""'21 nevrrEn,
risks when a safety box costs you rroor [, T T Soern s e eretars: | g
VAULT fion when “elatives adv] him to
lgse than a cent a day. AND  |Me money 204 bonds ta s e Oven”
8E tremlamen
Th P . vi“ N ti lB k SArE One Dollar Ovene & Depeskt Assswst.| dpm

Local news, and especially news of this character,
makes valuable advertising.

_ -

Specimen ad. of the Painesville National Bank,
Painesville, Ohio.
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way. Good results have been obtained
from this method of advertising.

—The First State Bank and Trust Com-
pany of Alton, Ill, has ordered a new vault,
which is almost completed.

—A contract calling for $75,000 of vault
construction has been placed by the Peo-
ple's Savings Bank of Seattle, Wash., with
the Purcell Safe Company. The work to
be done for the People’s Savings Bank in-
cludes a safe deposit vault, a reserve vault,
a coin vault and a record vault. The in-
terior of the safe deposit vault will be 891%
inches high, 140 inches deep and 150 inches
wide. The walls will consist of fifteen
inches of re-enforced concrete, with extra
steel re-enforcement, and will be lined with
five-ply high carbon chrome steel and open
hearth tough steel. It will be fitted with a
fifteen-inch circular door, eighty-five inches
in diameter, insulated to withstand the
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electric melting processes, made of tough
steel to defy the battering ram, and so
grooved as to withstand high explosives.
The other three vaults will be fitted with
square doors similar to those installed by
Mr. Purcell in the National Bank of Com-
merce’s new quarters in the Leary building.
A feature of these vaults will be the depart-
ment provided for jewelers and out-of-town
bankers and business men. All of the pres-
ent vaults in use by the bank will be torn
out. To make room for the new vaults the
bank has taken additional space from a
store now occupying quarters in the rear.

.

—The Lincoln Safe Deposit Company of
New York has six acres of warehouse
space, its own vans for the transfer of all
packages from residence to vaults and back
again, and an immense cold storage plant
for furs and clothing These features are
described fully in an attractive I)ooklet is-
sued by this company.

ALEXANDER J. HEMPHILL

President Guaranty Trust Company of New York.

T a meeting early in December, the di-
rectors of the Guaranty Trust Com-
pany of New York elected as their

president Alexander J. Hemphill, who has
been a vice-president of the company since
February, 1905, and has been acting presi-
dent since the retirement of John W.
Castles one year ago.

Mr. Hemphill was born in Philadelphia
in 1856 and in 1875 entered the service of
the Pennsylvania Railroad Company, taking
a position in the accounting department.
Mr. Hemphill served that company until
July 1, 1883, under the personal supervision
successively of R. W. Downing, comptrol-
ler; J. C. Simms, secretary, and Capt. John
P. Green, vice-president.

On July 1, 1883, he was made secretary
of the Norfolk & Western Railroad Com-
pany. In February, 1905, Mr. Hemphill
became vice-president of the Guaranty
Trust Company, of New York.

On the day of Mr. Hemphill's election
to the presidency Henry P. Davison of J.
P. Morgan & Co., E. C. Converse, president
of the Bankers Trust Company, and of the
Astor Trust Company; A. H. Wiggin, vice-
president of the Chase National Bank, and
W. H. Porter, president of the Chemical
National Bank, were elected directors.

They will fill the vacancies caused by the
death of H. H. Rogers and E. H. Harri-
man, and by the resignations of Fredric
Cromwell and E. C. Hebbard. Mr. Davison
was also a member of the exccutive com-
mittee. )

At this time, when a new president has
Jjust taken office, it seems quite appropriate
to refer briefly to the wonderful record
made by the Guaranty Trust Co., during
and since the great crisis of 1907. It is
a matter of common knowledge how this
company was able while a panic was raging,
to extend its usual facilities to every de-
positor regardless of the size of his balance.

In a statement rendered January 1, 1908,
the company reported deposits of $30,000,-
000. In striking contrast is the excellent
statement of November 16, 1909, in which
the item of deposits, $77,369,426, shows that
in two years’ time the business has almost
tripled itself. The November 16, 1909,
statement also showed total resources of
$88,959,181, in which were included cash
due from trust companies, banks and ban-
kers and foreign exchange amounting to

$22,320,639. The capital stock is $2,000,000
and the surplus and undivided profits
$8,614,299.
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ALEXANDER J. HEMPHILL
President The Guaranty Trust Company of New York.




N the century that has passed, the development of North America has, on the whole, pro-
ceeded faster than the development of South America; but in the century that has now
opened I believe that no other part of the world will see such extraordinary development

in wealth, in population, in all that makes for progress, as will be seen from the northern
boundary o( Mexico through all Central and South America.—THEODORE ROOSEVELT.

Bishop's Palace, Monterrey.

A MEXICAN TRAVELOGUE.
PART I
By R. S.:Cauvin.

BECAUSE our forefathers came from
Europe, 1 suppose it was the call of
the blood that drew each year the
tourists to the various countries of the Old
‘orld. But before this army of American
tourists the picturesque customs and at-
tractive costumes of European countries
have gone down into defeat. Nowadays the
traveller is surprised, surprised and disap-
pointed, to find the American touch on al-
most everything European, paying double

A View in Cuernavaca.

A Country Churchyard.

the price for a poor substitute for what he
has at home.

But to the south of the United States lies
a country where as yet the feet of the tour-
ists have not worn down the customs and
ceremonies of the forgotten centuries, where
at the present time progress has only added
comforts without destroying the charm of
the past ages. This is the Mexico of the
present time. '

Daily - through Pullmans are operated be-

A Street in Puebla.
111
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Many Rebeccas at the Well.

tween various points in the United States
and the City of Mexico, and from the win-
dow of your car your gaze falls on villages
that existed when Cortez landed at Vera-
cruz; on ruins that are more ancient than
old Egvpt; and on landmarks of every age
and period down to the day of your visit,
for Mexico is making wonderful strides in
her progress as a nation, a progress, that is
little known to the people of the United
States, where magazines still find buyers for
wild and woolly fairy tales on “Barbarous
Mexico.”

Tue Gates T0 MEXICO.

To the visitor from the States three gate-
ways are open to welcome him to the sister
Republic on the south—Laredo, Eagle Pass
and El Paso. The Mexican customs offi-
cials will inspect your trunk and hand lug-
gage at either Nuevo Laredo, Ciudad Por-
firio Diaz or Ciudad Juarez. This inspec-

Coming from Mass.

tion is a very simple matter and will take
only a few minutes of your time. Mexico’s
first act of hospitality is to give you two
dollars in Mexican currency for every dol-
lar of American money you may have.
Could Mexico be turned around so that
the part that is now the southern portion of
the country by the Laredo gateway, making
eller would think, and think rightly, that he
had entered an earthly paradise; but natu-
rally enough the northern part of Mexico
presents the same characteristics as the
southern portion of the United States
which it bounds, but even this sandy waste
takes on a more picturesque aspect south
of the Rio Grande, due to the quaint adobe
houses and their interesting inhabitants.
On my first visit to Mexico we entered
the country by the Laredo gateway, making

A Wayside Inn.

our first stop at Monterrey, the leading in-
dustrial centre of northeastern Mexico, with
a population of some 100,000 people. Natu-
rally, being close to the border, Monterrey
is more American in its ways than the towns
further south; but like all Mexican towns, it
is replete with historical interest.

MEexico’s VARIED ATTRACTIONS.

However, the charm of Mexico cannot be
expressed by a mere description of its
scenery, its people, or its customs. The life
there is different from the everyday, hum-
drum routine that surrounds you at home
and it is this difference that constitutes the
chief attraction of Mexico.

From Monterrey we next went to Saltillo,
a city of some 80,000 inhabitants and the
capital of the State of Coahuila, which at
one time included all of the territory of the
present State of Texas.

Each city of Mexico seems celebrated for
one particular object, and in Saltillo it is
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A Street Scene in Guadalajara.

the serapes. The serape, or Indian blanket,
is found in nearly all parts of the Republic,
each different section having its own par-
ticular style of blanket; but the serape of
Saltillo is supposed to be the finest in the
Republic, frequently costing as much as
three or four hundred Mexican pesos each,
although T have bought serapes in the quaint
little town of Cuernavaca for six or seven
pesos, which were to my uneducated judg-
ment much prettier than the serapes of
Saltillo.

The country around both Monterrey and
Saltillo is reminiscent of the war between
the United States and Mexico. The Bishop's
palace near Monterrey and the old fortress
built by General Taylor near Saltillo both
bring vividly to mind this conflict.

The Tropic of Cancer we crossed after
travelling some 383 miles south from Lare-
do, but as we entered the tropical zone the
climate became pleasanter than that part of
our journey through the southern part of
the United States, owing to the altitude of
the high plateau that runs through eentral
Mexico. .

Our next stopping place was San Luis
Potosi, where we found a very charming lit-
tle hotel, with our windows opening out on
to the plaza. The band played here at
night and it was our first view of the Mexi-
can plaza with all its life and gaiety during
the band concert. The quaint little streets
of San Luis Potosi, its beautiful church, its
markets and bazars, all proved of unflag-
ging interest to us; but the City of Mexico
still beckoned, and reluctantly we left this
charming little town. Between San Luis
Potosi and Querétaro we passed the little

s*

113

station of Dolores Hidalgo, the birthplace
of Mexican independence. It was here that
Father Hidalgo, the Washington of Mexico,
preached the sermon of independence and
from a nearby church at Atotonilco took
the banner bearing the picture of the Virgin
of Gaudalupe, which became the standard
of Mexican independence and which to-day
may be seen in the National Museum at
Mexico City.

At Querétaro we stopped, not to buy
opals, for which the town is noted, but to
visit the Cerro de las Campanas (Hill of the
Bells) and to see the three simple marble
slabs making the place where Maximilian
and his two faithful generals, Miramon and
Mejia, were executed. Some of our party,
however, could not resist the temptation to
buy a few “genuine Querétaro opals,” which
afterwards turned out to be fake gems, dear
at any price.

After leaving Querétaro there was no fur-
ther stop until we reached Colonia Station
in the City of Mexico. A blue flag coach
carried four of us to our hotel, and the
charge was fifty centavos for the trip. Had
we taken a red flag coach it would have cost
us, so we were told, thirty-seven centavos.

After removing the dust and stains of
travel we went out for a stroll along the
Paseo de la Reforma, one of the most beau-
tiful boulevards in the world. Taxicabs,
touring cars, racers, limousines, victorias,
motor cycles and carriages of every descrip-

Avenida San Francisco. Mexico City.
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The Theatre in San Luis Potosi.

tion passed up and down this beautiful
driveway; and as we watched the toilettes
of the women and marvelled at the display
of jewels, the Mexico of the Aztec, of Cor-
tez, of the Inquisition, seemed very far dis-
tant; but down a side street came trotting a
little band of Indians with their curious
dress, while a horseman in charro costume,
with large sombrero and silver-buttoned
trousers, rode past, bringing forcibly to
mind the great contrast of the old and the
new Mexico that side by side waited to
greet us.

To the National Pawnship we went, like
all good tourists, and also to the Thieves’
Market, where we picked up a couple of
large brass altar candlesticks for a few
centavos,

That night being Saturday, we went to
the I'ronton, a large building where pelota,
the Spanish ball-game, was played. At
first, until we understood the points of the
game, it seemed rather puzzling, but soon
we caught on and were as enthusiastic in
our cheers, as any of the other spectators.

The next day, Sunday, we went early in
the morning (and carly for us meant about
8:30) to the flower market which stands
alongside of the great cathedral. Here, al-
though it was December, were piled heaping
masses of gardenias, camelias, violets, roses,
forget-me-nots, and orchids, brought in
from the hot countries. A bunch of gar-
denias was purchased for twenty-five cen-
tavos. We then went into the cathedral to
sce some of its wonderful paintings. By
11 o’clock we were in the Alameda, one of
the principal parks of Mexico, listening to

the excellent music of the police band, and
watching the crowd that paraded up and
down the canopied aisles. The concert was
over at 1 o'clock, so we took a stroll along
the Avenida San Francisco, watching the
crowds that paraded up one side of the
street and down the other every Sunday at
this same hour.

Stairway at Gundalup'e.



LATIN AMERICA.

115

An OId Spanish Arch in the Little Village of Amecameca.

Our luncheon we decided to make strictly
Mexican, so it included such dishes as mole
de guajalote, chilis rellenos, enchiladas and

In the Borda Garden, Cuernavaca.

the delicious aguacate salad, and all the time
a Mexican orchestra played the .dreamy
beautiful dances of the country.

In the afternoon we were told that “Ma-
chaquito,” one of the first bull-fighters of
the world, was to fight the bulls in the
Plaza de Toros, so again the four of us
took a coach and started for the bull-ring.
No need to ask the way,*for carriages and
autos of every description, filled with a
laughing, jolly crowd, were all headed for
the same place. The Plaza de Toros is a
large steel and concrete building on the
stvle of the ancient Roman arena and holds
about 40,000 people. In regard to the fight
our party was divided, but we all agreed
that the excited crowd, the beautiful music
and the gay costumes of the bull-fighters,
together with the danger of the game, made
it extremely excitine and interestine.  \fter
the bull-fight we went to the grounds of
Chapultepec Castle and took supper in the
café at Chapultepec, which is one of the
most fashionable places in Mexico. After-
wards we went to one of the theatres, and
although the jokes at which the audience
laughed so heartily passed over our heads,
the dancing was very enjoyable.

During the next week we visited several
of the historical churches, the Castle of
Chapultepec, the San Carlos Art Gallery,
the Viga Canal and the National Museum,
besides making severa: trolley trips to the
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beautiful suburbs of Tacabuya, Churubsuco,
Atzcapotzalco and Coyaocan. In the Na-
tional Museumn we saw the sacrificial stone
of the ancient Aztecs, “where the victim was
held by the priests while his palpitating
heart was torn from his breast and offered
as a sacrifice to the gods.” Understand
me, this is what the guide-book says, as I
was not there to see it and cannot vouch
for this statement. We also went to the
post office, which is a replica of one of the
famous Venetian palaces, and were fortu-
nate enough to secure admittance to the
grounds of the new theatre which is now
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tez, which is to-day a Government building.
The hotels of Cuernavaca are good and the
trip takes you through scenery which
should not be missed.

A Pruxce IxTo THE TroPICS.

But the Mexico which we were seeing
was not the tropical country that we had
pictured it. So we took the train for Vera-
cruz, stopping on the way to visit at Puebla,
the famous onyx market, and to see the
celebrated pyramids of Cholula. From
Jalapa the real descent into the tropical

Maxmillian’s Country Home near Cuernavaca.

being built. This, when completed, will be
the handsomest in the world.

After sceing the principal sights in Mexi-
co City we made a day excursion to Ame-
cameca, a quaint little Indian village at the
foot of the mighty snow-covered volcano,
Popocatepetl. In Amecameca there is a
small hill, called the Sacremonte with a Via
Dolorosa winding its way to the top. This
“road of sorrow” ends at a little cave, where
in vears gonc by lived a hermit, a holy
man, whose memory is held sacred by the
people of Amecameca.

We also went to Toluca, high in the
mountains, to reach which we crossed the
great Continental Divide, but the most beau-
tiful side-trip of all was our week-end ex-
cursion to Cuernavaca. Truly Cortez was
a wise old man when he selected this spot in
which to reside. We saw the palace of Cor-

country began. The tall palm-trees and
luxuriant foliage combined to make the
tropics of our imagination, and shortly we
arrived at Veracruz, the landing place of
Cortez and named by him the “Rich City of
the Holy True Cross.” At four o’clock we
followed the fashion and took iced coffee
under the portales, and just at sunset we
went out for a boat ride on the beautiful
Gulf of Mexico, circling the island on which
stands the fortress of San Juan de Ulua.
Back of Veracruz towered the snow-cov-
ered peak of Mount Orizaba, catching the
last gleam of the setting sun and sparkling
like a huge rose diamond. The fronds of
the beautiful paln trees waved gracefully
in the evening breeze, and the picture was
one which will never be forgotten.

On returning, two of our party left us it
Puebla to make the trip to Oaxaca and the
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ruins of Mitla, and, of course, to us who did
not make the journey, this was ever after-
wards held up as the “greatest trip of all.”

After resting a day in Mexico City, we
started for the Pacific port of Manzanillo,
stopping en route at Lake Chapala, the city
of Guadalajara and Colima.

The trip between Guadalajara and Coli-
ma surpassed even our wildest imagination,
and we were fortunate enough to see the
Colima volcano during one of its active
moods. This volcano of Colima is the only
active volcano of the American continent
that may be  reached by railroad. The
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all Mexico. This little village is a suburb
of the City of Mexico and easily reached by
the electric cars. On arriving at Guadalupe
we climbed the hill of Tepeyac, where once
stood the temple of Tenantzin, the Indian
Goddess of Earth and Corn, but to-day the
temple has given way to the church of the
Virgin of Guadalupe. The legend of the
Virgin of Guadalupe is one of the most
beautiful in Mexico, and runs as follows:
“Scarce more than a decade had passed

‘after Rome sent her message of the Holy

Mother to the land of the Asztecs, when an
old Indian whose name was Juan Diego

A Country Road.

roadway runs about the mountains when
possible and suspends the train over seem-
ingly bottomless gulches, through which the
mountain torrents toss and foam. The cost
of the road from Tuzpan to C»olima and the
reconstruction of the old road from Colima
to Manzanillo is estimated at some $12,000,-
000 gold.

The town of Colima, with the high cone
of the volcano guarding it, and its myriad
of feathery cocoanut palms whispering
with every brecze from the Pacific, is onc

of the most charming spots that we had .

visited in Mexico.

Again back in the City of Mexico, and we
commenced our farewell round of visits to
the curio stores, loading our luggage with
drawn-work. laces, feather-work, carved
leather and souvenirs of all kinds.

AT GUADALUPE'S SHRINE.

Of our last day in Mexico we gave the
morning to Guadalupe, the sacred shrine of

(John James), a native of Cuatitlin, three
miles distant from the old city of Tenoxtit-
lan, now the beautiful capital of Mexico,
went to Tlaltelolco to learn the doctrine of
the Christ, as taught by the Franciscan
monks. As he was passing the hill of Te-
peyac the sound of sweet music greeted his
ear, and suddenly the ‘Virgin Maria’® ap-
peared before him and told him that she
had determined to become the patron saint
of the Mexican Indians, and to take them
under her special protection; that he must
go to his Bishop, the ‘illustrisimo,” Don
Fray Juan de Zumdrraga, and say to him
that she wished a church built at the foot
of the hill and dedicated to her as the
Patroness of all Mcxico. The next day the
Indian was passing by the same place, when
the Holy Mother again appeared before
him and demanded to know the result of
his commission. Juan replied that despite
his efforts he had been unable to see the
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Bishop. ‘Return,’ said the Virgin, ‘and say
that it is I, the Mother of God, who sends
thee.’

“The divine order was obeyed; but still
the Bishop was skeptical, desiring a sign of
the Virgin's will. Returning with his mes-
sage, the apparition of the Virgin appeared
to this humble Indian for the third time.
She now commanded him to climb to the
top of the barren rock of Tepeyac and
gather the roses he should find growing
there and to bring them to her. Juan rev-
erently obeyed, though knowing well that
neither roses ner any trace of vegetation
could grow upon a rock so barren. Never-
theless, he found the roses, which, of course,
had becn placed there by a miracle, and he
gathered and brought them to the Holy
Mother, who throwing them into his ‘tilma,
said: ‘Show these to the Bishop as the cre-
dentials of thy mission.

“When Juan unfolded his ‘tilma’ before
the Bishop, another miracle had been
wrought, for there painted upon his cloak
was the portrait of the Blessed Mother,
dressed not as a poor carpenter’s wife, but
the divine artist, as if catching the glory ot
the landscape, robed her in the blue of
heaven and the crimson gold of the setting
sun, her garments ornamented with stars
as golden as those that nightly appear in
the southern sky above this famous hill—
her foot upon the crescent moon.

“When the Bishop beheld this miraculous
image he was seized with awe and was con-
veyed in a solemn procession to his own ora-
tory. The splendid church was ordered to
be built, the Indians all contributing of
their possessions, and, as seen in the mag-
nificent painting within the church, coming
into the fold by thousands—thus the
Mother of God herself became the patron
saint of New Spain.”

The original portrait, which has existed
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for over three and a half centuries, in a
rich frame of gold, and recently surmounted
by a crown of precious jewels presented by
Madam Diaz, wife of the distinguished
President, and other women of Mexico, is
still to be seen in the church, and almost
every Mexican, according to his means, has
a copy of the portrait of more or less
value, from cheap engravings to the most
costly paintings.

The 12th of December is the day of Our
Lady of Guadalupe; the day of the grand
pilgrimage to this shrine. The roadways
leading to Guadalupe present a most ani-
mated appearance, with their throngs of
burros, carts and pilgrims from every part
of the Republic. Along the side of the
stairway leading to the top of the Guada-
lupe hill may be seen the celebrated stone
sails of Guadalupe. Many years ago some
mariners, fearing shipwreck during a storm
at sea, made a vow to carry the sails of
their vessel to the hill of Guadalupe and
there encase them in stone and cement, as
an offering to the Virgin if their lives were
spared. Their bark came safely into port,
and the fulfillment of their vow is to-day
witnessed by these same sails.

The view from the top of the hill is well
worth the climb. In the distance shines
I.ake Toxcoco, while Ixtaccihuatl (the
Woman in White) and Popocatepetl, lift
proudly their snow-capped heads, lost in
the clouds that surround them.

On descending we drank from the Well
of Guadalupe, for whoever drinks of this
water is assured of another visit to Mexico.
This completed the morning of our last day.

I