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'A Troubled Period

ECENT weeks have been charac-
terized by marked fluctuation in
the prices of many securities and by
no little apprehension as to the future.
The Secretary of the Treasury was so
concerned over the outlook that he
deemed it opportune to call attention to
the fact that the Treasury has printed
and ready for issue about $500,000,000
in currency which banks may obtain
for circulation under the terms of the
Act of May 81, 1908.

This announcement was received with
satisfaction by a few bankers, but was
criticised by others as unnecessary and
liable of itself to excite alarm.

The country is going through a pe-
riod of depression, and at such times
the currency supply is apt to be re-
dundant. According to precedents, this
is peculiarly a time when more cur-
rency is not needed. But there are
elements in the situation that may com-
plicate the problem. One of the chief
of these is the always existent possi-
bility of bank failures and the spread-
ing of a disturbance by such failures.
Then more currency might be called
for to pay off frightened depositors.
But up to the present time there have
been no bank failures, nor is there any
discernible sign of banking weakness.
The banks, so far as may be judged
from the usual indications, appear to
bc in a strong position. One cause of
the low prices in the stock market has
been the preparation which the banks

1

are wisely making for crop-moving in
the fall, thus curtailing the availability
of funds for speculation.

We do not at the present see any
indications of a bank panic or any
other kind of panic. What we do see
is a period of depression; but that, in
general, is just the reverse of a panic.
Panics are nearly always the culmina-
tion of a period of active trading and
speculation. That is the reverse of the
situation now. It is not impossible, of
course, that a depression might becomc
so severe as to give rise to a panic,
especially in a country where there are
many small banks. But that is not the
usual thing. In fact, it is directly con-
trary to the usual course of affairs.

If the emergency currency suggested
by Secretary McApoo is intended as
a parachute to break the business fall
caused by the new tariff measure, it
could only be serviceable in case of a
general disaster to business, which, of
course, might lead to panic. But is it
not a rather hysterical view to suppose
that the new tariff will upset business
so badly as all that? If that is to be
the consequence of tariff revision, the
bill should be modified..

We do not look for anything so seri-
ous as a result of the tariff changes.
What we do look for is a temporary
slackening in business activity—a wait-
ing spell to find out just what the tariff
will be and how it is going to affect
business. Actually the country is al-

1
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ready ‘éxperfehcing * éonstderable busi-
ness depression.

Should heavy demands for banking
accommodation arise for crop-moving
purposes, the banks ought to be in a
good position to meet these demands
because the slowing down of trade has
released the pressure for bank credit
and for currency. There ought, then,
to be no occasion for issuing emer-
gency currency for crop-moving pur-
poses; and that such an issue will be
needed for any purpose seems improb-
able.

The issue of emergency currency
under the Act of March 81, 1908, is
subject to a tax of five per cent., the
1ate of taxation progressing by one
per cent. additional for every month
the notes are outstanding until the
maximum tax reaches ten per cent.
This is a price which a bank might pay
to save its life—to obtain currency
with which to pay frightened deposit-
ors—but it would be a pretty heavy
penalty to pay for procuring the means
of carrying on one of the most obvious
and the most legitimate functions of
commercial banking — the harvesting
and marketing of the staples of con-
sumption.

Of course, if the notes were based
upon short-time obligations instead of
upon bonds whose date of maturity is
remote, and if the notes were subject
to daily redemptions through the clear-
ings. no tax would be required to in-
sure their cancellation and retirement.

If there should develop any real
heed of additional currency this fall,
the emergency notes could be made
available for this purpose by a simple
amendment to the law authorizing the
Secretary of the Treasury to remit the
tax for, say, a period of three or four
months. No bank likes to hang out
what might be taken as a signal of
distress, and this interpretation might
readily be placed upon the issue of a
heavily-taxed emergency currency.

Causes of the Depression

PON European political disturb-
ances must be laid the chief part
of the blame for the present period of
depression, though we might have
escaped unscathed had our own finan-
cial house been in better order. But
the European wars have not only
turned considerable sums aside from
the customary channels of investment,
but they have been responmsible for
hoarding on a large scale. One result,
of serious consequence to this country,
Las been the heavy falling off in the
purchases of American securities for
European account, thereby reducing
our means of paying foreign indebted-
ness.

The unfavorable conditions in Eu-
rope have been coincident with unsat-
isfactory features of the financial and
business situation on this side the At-
lantic. of local origin. A complete
overthrow of the political party long
dominant in national affairs has brought
about a radical reversal of the coun-
try’s tariff policy with the anxiety and
uncertainty inevitably attendant upon
such readjustment. Legislation on the
part of Congress and the State legis-
latures has in many cases aroused busi-
ness apprehension; the railroads espec-
islly have found it difficult to borrow
on favorable terms, and are greatly
concerned as to whether they are to be
allowed to raise rates to meet enhanced
cost of labor and materials; labor trou-
bles, although not general, have oc-
curred with sufficient frequency to add
to the difficulties of a situation already
badly complicated. Long contempla-
tion of the actual and fancied defects
of the banking and currency system of
the United States has contributed a
psychological element of no mean im-
portance. A great many people, bank-
ers and business men, have come to be-
lieve that the country can not have per-
manent prosperity until the banking
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and currency systcm is thoroughly re-
formed.

The hoarding of money abroad and
the public and private extravagance
here have operated to reduce the sup-
ply of available capital. By the prac-
tice of economy and the slow return of
confidence, the reservoir will be gradu-
ally refilled and then normal conditions
will come again.

Changes in the Canadian
Banking Act

N interesting statement regarding

certzin changes in the Banking
Act of Canada appears in subsequent
pages of this number. It will be seen
that the revision of .the Banking Act
confers enlarged powers of note issues
on the chartered banks.

Prior to 1908 the banks were per-
mitted to issue notes to the extent of
their paid-up unimpaired capital. These
issues were pure credit notes, not
being specially secured in any way, ex-
cept by a five per cent. redemption
fund to pay the notes of failed banks.
As the notes are a prior lien on the
assets of the issuing banks, this fund
is never called on, and thus in practice
has proved an unnecessary precaution
for the safety of the notes.

In 1908 a further right of note
issues was conferred on the banks.
From August 31 to February 28 they
were authorized to issue in excess of
paid-up capital to fifteen per cent. of
capital and surplus combined, subject
to a tax of five per cent.

By the recent amendment a central
gold reserve was established, and the
banks authorized to issue notes to the
amount of the gold coin and Dominion
rotes held for them in this central gold
reserve.

It will thus be seen that the Cana-
dian banks are permitted to issue un-

taxed credit notes to the extent of
their capital; an “emergency” issue in
excess of capital to the extent of fif-
teen per cent. of combined capital and
surplus, subject to a five per cent. tax,
the issue limited to the six months Au-
gust 81 to February 28; and, finally,
the banks may issue any amount of
notes, provided they are covered by
gold or Dominion notes deposited with
the central gold reserve.

Freedom of note issues to the extent
of capital is thus granted, and issue to
any amount against a deposit of gold
and Dominion notes.

These two provisions contrast sharp-
ly with the limitations placed on our
banks with respect to the issue of notes.
They can put out no circulation what-
cver unless they first lodge an equiva-
lent with the Treasury in United States
bonds; subject to a graduated tax, they
may make further issues on depositing
other classes of bonds.

Not only are the Canadian banks
free to issue circulation as they choose
to the extent of capital; but what is
of very great importance, they are
given entire freedom in handling their
reserves. Herein lies the essential feat-
ure of the latest amendment to the
Canadian Banking Act, which virtually
allows the banks to convert their re-
serves into circulating bank notes. This
would not be possible if the Canadian
law prescribed a fixed reserve against
deposits. Virtually the whole matter
of reserves is entrusted to the discre-
tion of the bankers, who may, if they
think prudent, transform their entire
reserves into circulating notes. Of
course, they will not do this. But the
fact remains that in Canada the Gov-
ernment trusts the banks and gives
them great latitude with respect to
their circulating notes and their re-
scrves. In the United States, the Gov-
ernment does not trust the banks and
narrowly restricts them in the matter
of reserves and note issues. In other
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words, in Canada the management of
two important banking functions is left
with the banks, while in the United
States these functions are rigidly con-
trolled by the Government.

Death of Lord Avebury

MEASURED by the standard of

distinction in many fields, Loro
AvEBURY, whose death occurred in Lon-
don May 28, was the world’s greatest
banker, though his fame perhaps rested
more on scientific and literary achieve-
ments than on banking; possibly his
reputation was greatly enhanced by the
somewhat rare combination of success
as a banker and in the other fields men-
tioned. He was besides a statesman
with a number of important legislative
acts credited to his initiative.

Lorp AveBury (better known as Sir
Joun LusBock) represented an excep-
tional type of banker, and was a living
refutation of the ancient axiom that
the most stupid men make the best
bankers. His exact prototype certainly
does not exist in this country and prob-
ably not in England. It is not uncommon
in either country for bankers to enter
the national legislative body, but it is
uncommon for them to win such a high
reputation as bankers and as men of
science and literature as Lorp AvVE-
BurYy won and which he maintained to
the time of his death. His honorable
career extended over a long period of
time, and was marked by beneficent ac-
tivities in many directions. He labored
for the betterment of those least for-
tunately situated, and with good effect.
He was a consistent advocate of peace
and did much to advance public opinion
to a recognition of the economic waste-
fulness of war. His investigations and
writings have given him a permanent
place among men of scientific attain-
ments. Bankers have cause for pride

in remembering that from their ranks
there came in his person one of the
great men of the nineteenth century.

Revival of a Hoary False-
hood

HILE the ghost of the “crime of
1878” has not revisited the
glimpses of the moon for some time, a
less well-known ghostly visitant comes
gaily upon the stage. This is the
“crime of 1898.” In Congress only a
few weeks ago an unsophisticated Sen-
ator told how the American Bankers
Association in that year had, in order
to force the repeal of the silver-pur-
chase law, sent out a letter to the banks
advising them to contract their loans
and .do a lot of other dreadful things.
Over and over again this story was re-
peated and as often denied. So far as
we have ever been able to learnm, it
never had the slightest foundation in
fact. But some persons seemed so bent
upon arousing political hostility against
the banks, that this did not deter them
from spreading the story broadcast.
That it has retained its vitality for
twenty years is proof of the saying
that a lie dies hard.

The pity of it is that there are so
many men in political life who are
eager to believe ill of the banks. Had
the Senator taken just a little pains to
inquire, he might have obtained such
strong denials of this story as would
have made him hesitate to give cur-
rency to the antique falsehood. It is
said that this tale was once brought to
Mr. BryaN’s ears, and although he was
always alert to ‘“put one over” on
the “money power,” he had regard for
truth and fairness, and when he found
upon inquiry that the story had been
denounced by the American Bankers’
Association as a pure fabrication, he
refused to make use of it.
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New York Bankers at
Ottawa

HILE occasionally bankers’ asso-
ciations go outside their own
States to hold their annual conventions,
it is setting a new precedent for them
to go to another country. But this is
what the New York State Bankers As-
sociation did in going to Ottawa for its
twentieth annual meeting. And the
experiment was a success in every par-
ticular. The bankers of Ottawa, the
Canadian Bankers Association, the
Gevernment of Ottawa and the Domin-
ion Government all combined to give
the visitors a most cordial reception.

The meeting at Ottawa was specially
interesting in many respects. It af-
torded the New York bankers an op-
portunity of seeing a very beautiful
city and of getting better acquainted
with bankers and banking conditions
in Canada. They, no doubt, could not
have failed to observe the celerity with
which the Dominion Government has
just granted the Canadian banks the
right to issue additional notes to meet
the demands of trade, and we hope
they took advantage of the opportunity
Lo study at first hand and on the
ground the excellent system of note
issuing which has long obtained in
Canada.

The invitation extended to the New
York State Bankers Association to hold
its annual convention at Ottawa was a
graceful act, and one thoroughly ap-
preciated by the recipients of the honor.
The occasion was marked by several
netable addresses of distinguished
speakers from Canada and the United
States.

Business relations between Canada
snd the United States are so close, and
those who live in either country have
so many common characteristics, that
the New York bankers doubtless felt
as much at home as they would had
they convened at any of their accus-

tomed places of meeting within the
State. Their Canadian hosts certainly
did everything possible to accentuate
this feeling. The American who visits
Canada can hardly, on returning home,
put on any airs on account of having
visited foreign parts. And we sup-
pose a Canadian who visits the States
is not entitled to boast of having been
abroad.

But however these things may be,
the New York bankers who were at
the Ottawa convention are unanimous
in declaring that they had a royal time.

Congested Security Markets

THE inability of the security mar

kets to absorb the heavy offer-
ings coming to them has been a not-
able feature of the financial history of
the second quarter of the present year.
This condition is not local but world-
wide, though in various countries it is
more or less aggravated by special cir-
cumstances.

If the general cause be ascribed to
undue expenditures, whether under the
stress of necessity due to the rising
cost of commodities, or whether it be
due to extravagance alone, not much
hope of immediate relief appears in
sight. Here in America we are pinning
our faith to tariff reduction as a means
of lowering prices, but inasmuch as
many if not most of the necessities en-
tering into daily consumption are sub-
ject to little or no duty, this hope may
prove in vain. Yet a lowering of tariff
rates may help a little.

But the causes of advanced and ad-
vancing prices lie deeper, and the
search for them must go on, even after
the tariff is scaled down. When discov-
ered with certainty, it does not follow
that the application of an effectual
remedy will be either easy or possible.

A rise in prices at a rate dispropor-
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tionate to increase of income tends to
cbstruct the process of accumulating
savings. It is upon the accumulated
savings that the world’s store of capi-
tal depends. Whether this store is ac-
tually smaller than formerly or not, it
seems indisputable that it is relatively
less, and that the demands made upon
it at the present time are quite impos-
sible of satisfaction.

Coincident with the increasing ina-
bility of individuals to add to their
savings has been the growth of cor-
porate and governmental expenditure.
With the corporations this cannot just-
ly be charged to extravagance. They
are under the necessity of adding to
their equipments, and in the case of
railway and industrial corporations,
their outgo for labor and materials
keeps on unavoidably growing. But the
necessity for such a heavy increase in
governmental expenditures is less ap-
parent. The world-wide craze for mili-
tary and naval outlays on an unheard-
of scale might be abated were ‘“‘the
common-sense of mankind” an existent
fact instead of a rhetorical common-
place. Perhaps some of the nations
may yet pause before they topple over
into the gulf of bankruptey, whose
brink they seem already approaching.

State and municipal expenditures
were never before so lavish, and hardly
a day passes which does not call for
some new source of governmental ac-
tivity entailing the additional outlay of
money. The tendency is to meet these
new demands by fresh borrowings
rather than by increased taxes. In-
deed. so great are the demands that
they could not be met by heavier taxa-
tion and without recourse to borrow-
ing. Were the added taxation practic-
able—that is, if it were not beyond the
immediate power of the community to
bear—it would be extremely unpopular.
People are averse to bearing the bur-
dens of immediate taxation. When
these burdens belong to the future—

especially if they may be passed on to
future generations—they are assumed
with a light heart. Revenues may not
increase, but the ‘“debt limit” is an
elastic device which may be extended
from year to year by marking up the
value of taxable property.

It is easy to declare that the appro-
priate remedy for the present scanty
supply of capital is immediate and
drastic retrenchment upon the part of
individuals, corporations and govern-
ments—and no other remedy will be of
any lasting value—but the application
of this curative process is difficult and
we fear it is going to prove exceed-
ingly painful.

Spanish as a Commercial
Language

ROM the “Journal of the Institute
of Bankers” (London) it is
learned that great interest is being
taken among the members in the study
of foreign languages, especially in the
study of Spanish. It is proposed that
the Institute shall offer a number of
scholarships, and that those obtaining
certificates of proficiency will be given
the opportunity of residing for a cer-
tain time in the country where the lan-
guage being studied is the native
tongue. The London banks will be
asked to pay full salaries to those sent
abroad during this limited time for the
study of foreign languages.

British banks and British commerce
are heavily interested in Spanisi-
speaking countries. By sending young
bankers to those countries they will not
only learn the language where it is
spoken—obviously the best way to
learn it—but will gain the additional
advantage of becoming familiar with
the tastes, manners and customs of the
people—a knowledge of great assist-
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ance in extending trade and financial
operations.

The younger bankers of this coun-
try—especially those in the larger cities
having an export trade—might profit-
ably imitate the example set in Lon-
don in studying the Spanish language,
for a knowledge of that language will
ir: many cases be helpful in extending
our trade and influence in the Spanish-
speaking countries with which our rela-
tions will probably grow vastly more
important on the opening of the Pan-
ema Canal.

Political Attack on the Banks

NO surprise need be felt that the

movement in behalf of currency
legislation should give rise to a bitter
political attack upon the banks. Those
who have kept in touch with public
sentiment have rather been surprised
that this attack did not come before it
did. For there is, unfortunately, a
considerable element that finds delight
in outbursts of this character.

The assault referred to was made
by Representative HENry of Texas in
a speech made in the House of Repre-
sentatives. Mr. Henry offered the fol-
lowing amendment to the National
Banking Act:

“No association shall be subject to
any visitatorial powers other than such
as are authorized by this title, or are
vested in courts of justice, or such as
shall be or shall have been exercised or
directed by the Congress or either
House thereof.”

In support of this measure Mr.
Hexry said:

“The introduction of this bill means
that 1 think further investigation of
the Money Trust should be immediately
pressed. The Pujo committee barely
scratched the surface of facts underly-
ing the concentration of control of

money and credit. When they under-
took to go into that subject the Comp-
troller of the Currency, the mere crea-
ture of the law, perched himself be-
hind the statute which vested in him
and the courts exclusively all visita-
torial powers and denied to the inves-
tigating committee all access to his rec-
ords and those of the banks, although
the committee asked for nothing ex-
cept touching transactions beyond a
million dollars. Hence without access
to such records the Pujo committee was .
powerless to completely expose the ex-
isting relations between the Wall Street
bankers and their allies with the trusts
and monopolies, stock gamblers and
financial conspirators.”

Mr. Henry further said in his state-
ment:

“With this investigation scarcely be-
gun, the Comptroller of the Currency
shielding the great bankers and their
questionable dealings from exposure,
the Wall Street bankers are now de-
manding legislation on the currency
question, in order that they may make
a market for their commercial paper
(much of it based on rotten securiities)
and have currency issued on their as-
sets.”

“The Baltimore platform said noth-
ing about currency legislation, except
to repudiate and denounce the Aldrich
Currency bill. It did, however, de-
mand a systematic revision of our bank-
ing laws so that we might have pro-
tection from control or dominion by
what is known as the Money Trust.

“But the Wall Street bankers, think-
ing the people confused and upset by
a revision of the tariff and therefore
lulled to sleep on the currency ques-
tion, have begun their old scheme of
endeavoring to hurry through a plan
giving them the right to issue, or have
issued, by the Government (and call
that curreney by any name that suits)
asset currency. It is the same old
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game. In some way these Wall Street
bankers and their allies want to make
a market for their paper and securities
and to control the currency of the coun-
try and cause the Government to abdi-
cate the function of issuing and con-
trolling the currency.

“The Democratic doctrine is that all
paper which is made a legal tender for
public and private debts, or which is
receivable for dues to the United States,
shall be issued by the Government of
the United States and shall be redeem-
able in coin.

“Then let us continue to investigate
the Money Trust, probe into their
transactions, and when the next session
of Congress meets revise in systematic
fashion our banking laws, and the cur-
rency laws as well, and, in truth and
spirit, carry out the demands of the
Baltimore platform and the Democratic
party.

“I warn the people that the Wall
Street Money Trust is pushing its
propaganda throughout the country for
currency legislation so that they may
get the right to issue or control the
currency and take that function away
from the Government. Anything short
of that will not suit them, and they will
not tolerate it. All their literature
shows it, and they are sowing the coun-
try broadecast with it.

“I am ready now for the right kind
of currency legislation, but never for
the plan that turns the currency busi-
ness over to the banks and corporations
and strips the Government of its sover-
eign power and spurns the Democratic
faith of more than a century’s stand-
ing.”

The proposal to amend the banking
law so as to extend the power of the
Government to inquire further into the
affairs of the national banks was re-
ferred to the Banking and Currency
Committee of the House, where it will
probably remain, as it can hardly be

supposed to represent the views oi a
majority of the committee, much less
a majority of the House itself. If
there is a time for every purpose under
the heavens, the present is cer-
tainly the least opportune time for
a further sensational investigation of
banking. It is only speaking the lan-
guage of common-sense to say that the
present situation is one calling for
great patience, for calmness and for
an earnest, patriotic search for such
curative measures as will tend toward
sustaining genuine strength in our
banking and credit situation. The sen-
sationalism developed in the previous
“money trust” investigation if repeated
now would, in our opinion, have a most
unfavorable effect upon business, for
the present situation is one calling for
quietness, not hysteria, and Mr.
HEeNrY’s outburst sounds hysterical in
the extreme.

At the time this is written we have
not seen the “official” currency bill, and
therefore cannot say whether it justi-
fies Mr. HENRY's assumption that it is
only a revamping of the so-called
Aldrich plan. Before condemning the
measure it might at least be well to
wait and see what it is.

With regard to Mr. Henry's main
contention, that the Government should
control the currency volume, we are
not the least bit in sympathy. For
fifty years the Government has been
trying to do that very thing, and it
has failed miserably and wretchedly.
It has made such a pitiful mess of the
attempt that it ought to give up trying.

And the reason for this failure is
simply this: the Government can not
possibly know how much currency is
needed or where it is needed.

Nor can any central bank, or board
of control know this, either.

The only one who has sure knowl-
edge of the needs of currency and
credit is the man or the community
that wants it.
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The only sure means of testing the
demand for currency and credit is the
bank, which has its finger on the busi-
ness pulse of individuals and the com-
munity. Banks are the scales that
weigh the credit of communities and
individuals, and are therefore the only
instruments that can properly gauge
and supply the demand for -credit
and currency.

We do not find fault with those who
think otherwise. For nearly half a
century genuine bank notes have been
out of circulation in this country. All
our currency is in reality Government
money. Worse than this, through a
bad fiscal policy, the people have
learned to rely upon the Government to
supply extra demands for credit and
currency. This system has broken
down, not through faulty Treasury ad-
ministration but through the incurable
defects of the system itself. There
can be no permanent betterment of the
situation until we allow the streams of
credit and currency to flow automatic-
ally without Government interference.
It is a hard lesson to learn, for it is a
breaking with so much that we have
been accustomed to; but the attempt of
the Government to regulate the volume
of credit and currency is an absolutely
impossible undertaking, and might just
as well be realized and faced now as
later.

Were we disposed to enter upon a
discussion of the historical phases of
Mr. HeNrY’s remarks, we could remind
him of something very. interesting
which he seems not to know or to have
forgotten. He states that “The Demo-
cratic doctrine is that all paper which
is made a legal tender for public and
private debts, or which is receivable for
dues to the United States, shall be
issued by the Government of the United
States, and shall be redeemable in
coin.” '

As to what is the prevailing Demo-
cratic doctrine, we shall not attempt

to decide; but has Mr. HExry forgot-
ten that till the advent of the Republi-
can party legal-tender paper money
was unknown from the time of the
taking effect of the Constitution? What
would ANDREw JacksoN and “Old
Bullion” have thought of such “Demo-
cratic” doctrine? Legal-tender paper
money is a Republican invention; so
are the present bank notes (really Gov-
ernment paper); there is nothing Dem-
ocratic about either.

'We do not attach much importance
to this phase of the subject, except
that the Democrats would be quite con-
sistent in taking a position in favor of
gold certificates as the only form of
legal-tender paper (although they are
not a legal-tender at present) and in
favor of genuine credit bank notes.
They would thus place themselves
squarely in opposition to the Republi-
cans who have given the country legal-
tender paper money not fully covered
by coin and so-called national bank
notes, which are in reality Govern-
ment notes, and have perpetuated these
unsound elements in the country’s cur-
rency system for half a century.

Bank Employees Aid in Get-
ting Business

NOT very long ago the great ma-

jority of banks would have been
shocked by the suggestion that they
should put forth any special efforts to
add to their business. Gradually, how-
ever, they discovered that their dignity
suffered no serious hurt by advertising
of the ultra-conservative kind, and in
time this advertising has come to be so
worded that anyone who reads it atten-
tively may be pardoned for inferring
that the bank mentioned would not be
averse to receiving a few additional
millions or even thousands of deposits.
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From advertising it was but another
step to the direct and open solicitation
of business. Now even the house-to-
house canvass for deposits is not un-
known, and the travelling representa-
tive of the big city banks has become
almost as familiar a figure as the ordi-
nary commercial traveller.

An instructive instance of the utiliza-
tion of the employees of a bank in
building up deposits is given elsewhere
in this number of the MaGazINE in an
article by W. R. MoRreHOUSE, assistant
cashier of the German-American Trust
and Savings Bank, Los Angeles, Cali-
fornia. In this case the house-to-house
canvass was not adopted, but the em-
ployees of the bank were offered a
series of twelve prizes ranging in
amounts from $8 to $50 for bringing
in new business. From the account of
this employees’ prize contest as given
by Mr. MoreHousE it will be seen that
the bank gained through this method
in fifty-three working days $281,000
of deposits and 890 new accounts, the
cost of each $100 of deposits secured
being eleven cents, and the cost of each
new account twenty-eight cents. It is
estimated that the value of the busi-
ness secured was more than $5,000
above the cost.

This substantial result appears to
have been gained without any sacrifice
of the bank’s dignity.

It will be noted that of the new ac-
counts opened 790 were savings and
only 100 commercial. This would seem
to point to the savings field as the most
profitable for cultivation of this kind.
Perhaps no inconsiderable number of
the new accounts came from those who
were not bank depositors at all. This
is a source of new business which many
banks neglect, though it would be of
great benefit, not only to those immedi-
ately concerned, but to the community,
if all persons having any substantial
sums of money could be brought into
the banks as depositors.

Although a contest of this kind seems
fully warranted by the additional busi-
ness secured, its most important result
perhaps is the new spirit of enterprise
and enthusiasm imparted to the em-
ployees. They are made to sce that
they are not mere cogs in a vast
mechanism, but that they have a human
personality which may be utilized in a
manner directly beneficial to the bank
and thus indirectly of great benefit to
themselves. Thus they become not
alone interested in getting business, but
in taking care of it afterwards.

Bankers’ Conventions, 1913

Agricultural conference, Bankers’
Committees, 80 States, Kansas City,
Aug. 26, 27.

American Bankers’ Association, Bos-
ton, Mass., October 6 to 11.

American Institute of Banking,
Richmond, Va., September 17 to 19.

Arizona, Phoenix, October 31 and
November 1.

Illinois, Chicago, Sept. 25, 26.

Kentucky, Louisville, September 17
to 18.

Minnesota, Duluth, July 10 to 11.

Montana, Helena, August 15.

North Carolina, Asheville, July 8
to 10.

Ohio, Cleveland, Septemier 11 to 12.

South Carolina, Lake Toxaway,
July 10 to 12.

Washington, Bellingham, August 7
to 9.
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Crop Notes

A Currency-Reform Measure

By N. JoHANNSEN.

AI' times we require more currency
than at other times. Additional
currency is especially required in the
fall, for moving the crops.

In view of this the currency volume
should be made elastic, which it is not
now. Our present laws favor a con-
stant expansion of the currency volume,
but not its contraction. They spell
inflation, not adjustment.

While we need a change for the bet-
ter, such change should not go further
than actually necessary. It should not
be too radical. It should not over-
throw the whole system which we are
accustomed to, where a slight adjust-
ment will answer the purpose.

No need for a central bank, where
from former experience we know it is
not the right thing for the United
States, and where the people justly
fear that it will be controlled by large
financial interests.

No need of “complete divorce” of
the note issue from the Government
debt.

No need of sacrificing the high
standard and the high market value
of our Government bonds. A measure
tending to depreciate these bonds
would ncither suit the people, the Gov-
ernment, nor the banks. The latter
would be put to enormous losses were
such a measure instituted.

And, finally, the banks should not be
compelled to resort to a clumsy, round-
about procedure for procuring a tem-
porary supply of additional currency
when they need it. The simpler the
method of procuring it, the better.
Such requirements as the rediscounting
of commercial paper, or depositing col-
lateral with some local district board,
would be too exacting, and far from
practicable.

All we need is a higher degree of
elasticity in our currency volume, fully
as high as we see it in the much-

praised Canadian system. We can
have it by making a slight addition to
our present bank-note system, retain-
ing all of its essential features just as
they are. In fact, our present system
need not be changed at all, the only
change consisting of a supplementary
measure which works entirely by itself,
and in no way interferes with the sys-
tem now in force.

Tue Ccrrency VOLUME IN  THE
Unitep States AND CANADA.

Looking at the diagram illustrating
the currency fluctuations for Canada
and for the United States, we see a
striking contrast between the two. The
Canadian curve shows the currency vol-
ume to increase every year at harvest
time, and subsequently to decrease
again, whereas the United States curve
indicates a steady increase, with no
recessions to speak of. But it is a re-
markable fact that if we connect the
lowest points of the Canadian eurve, we
likewise arrive at a steadily rising line,
similar to the one for the United States.
This new line practically divides Cana-
da’s bank-note volume into two sec-
tions, the lower one showing no reces-
sions to speak of, and covering the
stationary (or nearly stationary) part
of the currency volume, which the
people always need to carry on their
regular business, whereas the upper
section shows the special requirements
of currency needed for moving the
crops.

Now, if we want to arrive at a cur-
rency as elastic as Canada’s, all we
have to provide for is the upper sec-
tion, comprising the temporary addi-
tions, such as are needed for temporary
requirements. We do not need to make
any provision for the lower section,
comprising the great bulk of the cur-
rency volume—that is fully covered by

1
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the bank notes already out. To repeat:
our present bank-note system (which
fully remains in force) supplies the
bank-note currency which the people
always need to carry on their regular
business, and which changes but slowly
in volume; whereas the new additional
currency, changing in volume quite
considerably every year, provides only
for the temporary needs of currency.

A Cror-Note CURRENCY.

For the purpose of such temporary
additions, the Government should print
a new kind of notes, and supply them
to the national banks, on demand, sub-
ject to a moderate rate of taxation,
which, however, is made progressive so
as to drive the notes home after they
have served their purpose. They are
not secured by Government bonds, but
in some other, more rational way. Let
us designate this new kind of currency
as “crop notes,” inasmuch as it prin-
cipally (though by no means exclu-
sively) will serve for moving the crops.
Such notes may be made of similar ap-
pearance as the regular bank-note, bear-
ing the same design, but not bearing
the name of any bank—a feature which
will do away with a good deal of com-
plication otherwise unavoidable.

Though the crop notes are not
secured by Government bonds, they are
issued by the national banks only in
proportion to the amount of bonds
already on deposit at Washington. The
proportion allowed varies, according to
the varying market conditions, and so
does the rate of taxation. According
to these varying conditions the allot-
ments of currency to the banks, or
“loans,” to be issued by the Govern-
ment’s “Loan Office,” may be divided
into three distinct classes, as follows:

FirsT,
crop season each national bank is enti-
tled to a “crop loan” from the *“Loan
Office,” to the extent of twenty-five
per-cent. of the face value of its Gov-
ernment bonds deposited at Washing-
ton; such loan to be made in the shape
of the new crop notes (or, if the Loan
Office prefers, in the shape of assorted
bank-notes—a point to be explained

Crop Loans.—During the ¢
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hercafter). On a million of bonds thus
deposited, the bank is entitled to re-
ceive not only a million of regular
bank notes with its own name on, but
also, during the harvest season, a loan
of a quarter million of crop notes,
which amount is supplied to it gradu-
ally, say, §50,000 (i. e. one-fifth of
the allotment) at a time, on August
1 and 15, Sept. 1 and 15, and October
1; returnable in like instalments, say,
on November 15, December 1 and 15,
January 10 and 15. If these dates
and amounts are not exceeded, the rate
of taxation will be one and one-half
per cent. per annum.

SecoNp, Accommodation Loans.—At
a progressive rate of taxation, com-
mencing with three -per cent., any
national bank is entitled to a loan of
$500 on every $1000 Government bond
deposited at Washington; or, if deemed
preferable, the amount may be limited
to only $400 or $350. If a bank does
not return the crop loans promptly on
time; or if it applies for loans outside
of the crop season; or if, during the
season, it applies for loans in excess
of its crop-loan allotment—in all these
cases the progressive three per cent.
tax will rule. If, on October 1, the
bank borrows $500 on the $1000 bond
for a month, the tax will be one and
one-half per cent per annum on the
crop-loan allotment of $250, and three
per cent. on the additional loan of
$250, to be called the “accommodation
loan.”

These accommodation loans should
be of a temporary nature, the same as
crop loans, though not like these tied
to any particular season of the year.
If a bank needs permanent expan-
sion, it should resort to the regular
bank note, and to this end increase its
capital and its holdings of Govern-
ment bonds, but not depend upon con-
tinuous accommodation from the Loan
Office. To enforce the temporary char-
acter of the accommodation loans, no
bank should remain indebted to the
Loan Office for more than nine months
in the year. For ninety days (scat-
tered over the year any way to
suit the bank’s convenience) the bank

must stand free of debts to the Loan
Office, being neither allowed accommo-
dation loans nor crop loans during that
time.

The taxation progresses as follows:
If on a $£1000 bond a bank borrows
$500 for two months, the tax will be
three per cent. per annum, increasing
to four per cent, five per cent.
and six per cent., if the time is extended
beyond two, four or six months respec-
tively—nine months being the maximum
allowed. Or, if the bank borrows $125
for nine months, the rate will be three
per cent.; rising to four per cent, five
per cent. and six per cent., if the bor-
rowing exceeds the average of $125,
§250, or $875 respectively. For in-
termediate terms or amounts the aver-
age system should rule (multiplying
the dollars by the days), and on this
basis the tax accounts should be kept,
in account current style, to be rendered
to the national banks at the end of the
year.

Why should the rate be one and one-
half per cent. for crop loans and three
per cent. or more for accommodation
loans? As is well known, country
banks keep large balances in the re-
serve banks, at two per cent. interest.
The tax on crop loans must be less than
that, otherwise the banks would prefer
to draw their crop requirements from
the reserve banks, and not from the
Loan Office—such disturbance of the
reserve banks, however, would counter-
act the very aim which currency re-
form is wanted for—therefore the low
tax of one and one-half per cent. Ac-
commodation loans, on the other hand,
being required by a bank only when-
ever its business transactions go beyond
its means, should not be encouraged—
therefore the higher tax of three per
cent, and above.

Tuirp, Emergency Loans.—If panic,
or semi-panic prevails, or trouble of a
general character, and if in consequence
all banks are in strained conditions,
the Loan Office has the means on hand
to come to the rescue—in fact, it has
the power to prevent strained money
conditions from setting in at all. At
such times the nine months limit will
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be suspended, the tax will not rise over
three per cent., and the national banks
will be allowed to borrow from the
Loan Office up to seventy-five per cent.
of their holdings of Government bonds.
These holdings were about 780 milligns
on February 4, 1918, so the total of
crop notes issuable at panic times
would come to seventy-five per cent. of
this, or 547 millions—an amount large
enough to bridge us over any monetary
* stringency.

To know when such extreme facilities
are warranted, we have to consider
that, while the demand for crop loans
will emanate almost exclusively from
the country banks, the demand for
panic loans will emanate from different
quarters—from the large banks of the
reserve cities—for it is there, in the
centres of trade and industry, that
at panic times the shock is felt first.
So the cue for the extreme measures
should come from there, say, from the
seven largest cities of the United
States. Whenever the national banks
of those cities have borrowed from the
Loan Office up to three-fourths of the
limit for accommodation loans, notice
should be sent to all national banks
stating that the emergency facilities go
into force. After the panic the improv-
ing condition of those large banks
should in turn give the cue for termi-
nating the emergency facilities.

How THE Crop NoTes ArRe T0 BE
SECURED.

Having shown, in the foregoing
paragraphs, how readily the crop-note
system can be made to adapt itself to
the varying financial conditions, let us
now consider how the crop notes are to
be secured. Three methods are avail-
able:

Security-Point No. 1.—All advances
made by the Loan Office are to rank
as first liens upon the assets of the
bank, and when making application for
a loan, the bank has to send along a
certificate agreeing to this. In a gen-
eral way, we may take it that the crop
notes will have two lines of assets
behind them: first, the commercial
paper or other paper values which

the bank receives when passing out
thosé notes; second, the capital and sur-
plus of the bank, so far as not invested
in United States bonds (these bonds
forming the security for the regular
bank notes and, therefore, not being
available for crop notes). This second
line of assets amounted to 1278 mil-
lions on February 4, 1918, whereas the
aggregate of crop loans could not rise
above 547 millions, even at the severest
panic, as shown above. On an aver-
age, therefore, the assets are amply
sufficient to cover the crop notes.

Security-Point No. 2.—The taxes
accruing from the crop notes should be
held liable for any losses the Loan
Office may sustain from the failure of
national banks. . If a defunct bank’s
assets are not sufficient to cover its
borrowings from the Loan Office, the
remainder should be charged against
the tax-income, and only the balance of
tax-income then remaining should, at
the end of the year, be turned over to
the Treasury as net proceeds.

Security-Point No. 8.—If neither the
assets nor the proceeds from taxation
should prove sufficient to cover the
year’s losses from bank failures, the
balance must be charged, pro rata, to
all such national banks as have been
borrowing from the Loan Office’ in the
course of the year, the deficiency being
divided according to the amounts of
the tax-bills rendered at the end of the
vear, and simply added to them. These
deficiency charges, however, will sub-
sequently be allowed for if next year,
or later on, the tax proceeds should
surpass the losses. As a matter of
fact, therefore, such deficiency charges
would merely be temporary. Any man
at all conversant with the banking
business will know that there will never
be any necessity to enforce Security-
Point No. 8, the aggregate of fail-
ures being quite small among the
national banks.

Evidently, therefore, the above-des-
cribed three security regulations will
fully cover the ground. Though the
crop notes are morally guaranteed by
the Government, no loss can possibly
result to the Government therefrom.
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ReEpEMPTION OF THE NoTEs.

Next in order we have to consider
the redemption of the crop notes. Here,
again, three important points appear.

Redemption-Point No. 1.—Crop notes
should be considered as mere substi-
tutes for bank notes and, therefore, re-
deemable in bank notes, not in coin or
legal tender—otherwise they would
properly necessitate a redemption fund,
a legal-tender reserve, and considerable
complication. Any national bank that
applies for a crop-note loan should
obligate itself to redeem these notes
on request, if offered in small quanti-
ties. Naturally, the bank would not
give its own notes in exchange (for
which the holder could at once demand
redemption in legal tender) but the
notes of other banks. The crop notes
should read that they are redeemable
in bank notes, and that they are accept-
able for all dues to the United States—
the Government passing them out for
payments of its own, the same as bank
notes, after receiving them.

Redemption-Point No. 2.—Natur-
ally, a national bank can return a loan
to the Loan Office only after sufficient
cash funds have accumulated in its
possession. These funds accumulat-
ing in the bank’s hands will consist
partly of crop notes, but to a much
larger extent of bank notes. The
Loan Office will accept either kind in
pavment, with the result that it always
has a supply of bank notes on hand,
thus being in shape to redeem any crop
notes presented to it for redemption.
The bank, when preparing the return
shipment, will not go to the trouble of
gathering crop notes only, but will
mostly send bank notes, especially its
own, which will prevent these for a
while from going to the Redemption
Office at Washington.

In consequence, the crop notes will
largely stay in the circulation, even if
it should ever happen that the Loan
Office had no loans out. No harm can
result from this, neither from a finan-
cial nor from an economic aspect, for
the aggregate of bank notes plus crop
notes, out in circulation, would be the

same, whether the Loan Office had
mixed notes on hand, or onmly crop
notes.

Its holdings of bank notes, however,
should not become excessive. To dis-
pose of them, it may send either kind
of notes to any national bank asking
for a loan; if sending bank notes,
these should be done up in packages
containing assorted names, either of
banks all over the country, or, if
deemed preferable, of banks located in
the district where the loan is going to.
If the banks include legal-tender notes
in their return shipments, these should
at once be disposed of by the Loan
Office, with the outgo of cash.

Will redemption be demanded before
any loans are returned to the Loan
Office—i. e., before the latter has a
supply of bank notes on hand? Not
very likely. And, if at all, only to
a small amount. To provide for this
possibility the Loan Office could readily
make a temporary arrangement with
some disbursing office to obtain a small
supply of bank notes against crop
notes.

Redemption-Point No. 8.—The Loan
Office should be located not in Wash-
ington but in Chicago—in the center of
the crop trade. Otherwise complica-
tions will occur in the process of re-
demption.

If under the present conditions a
New York bank wishes to procure
$10,000 in legal tender, it expresses
$10,000 in assorted bank notes to the
Redemption Office at Washington, and
obtains $10,000 legal tender notes from
there in exchange. Were the Loan
Office likewise located at Washington,
the New York bank might send $7,000
in bank notes and $8,000 in crop notes
(addressing the latter to the Loan Of-
fice with instructions to transfer $8,000
in bank notes to the Redemption Of-
fice in exchange for the crop notes),
and this would practically make the
crop notes redeemable in legal tender—
putting the Loan Office to constant em-
barrassment on account of the neces-
sity of providing an adequate supply
of bank notes. If, however, the New
York bank will first have to express the
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$8,000 crop notes to Chicago, to get
bank notes from there, and then ex-
press these bank notes to Washington
to get legal tender from there, it will
most likely leave this roundabout pro-
cess alone, and will prefer to send
$10,000 in regular bank notes to Wash-
ington, the same as now, using the crop
notes for making payments over the
counter.

To locate the Loan Office outside of
Washington may seem a trivial meas-
ure, but without it the crop-note sys-
tem would not work. If in Washing-
ton, the redemption demands would
become excessive; if in Chicago, they
would become merely nominal, for
nobody would have an interest in
demanding redemption. If in Chicago,
the Loan Office could follow entirely its
own judgment (on the lines laid out
in Redemption Point No. 2) as to the
amount of bank notes that should re-
main in its charge. And the return
of the crop notes to the issuing office
would be effected simply by the return
of the loans; i. e., in the proper, desir-
able way—not through the vexatious
and entirely unnecessary process of
unbridled redemption.

Prorosars Do Not Disturs ExisTiNGg
SysTEM BuT MERELY SUPPLEMENT IT.

The foregoing pages show the details
of the crop-note plan. If this plan
were judged merely by its length, it
might appear as being complicated and

tedious; in its working, however, it is’
All that a national bank

very simple.
has to do to get a loan is to make ap-
plication for it on one of the regular
blanks containing first-lien and redemp-
tion clauses, and to return the loan later
on in bank notes or crop notes, taking
care to husband the loaning periods and
not to extend them beyond nine months
in the year. The other features of the
plan work almost automatically.

It may be held that the plan only
provides for additions to the present
currency volume, the present volume
being already too large, and needing
contraction rather than expansion. Such
reproach would be improper. Under
the crop-note system not only the

volume of the crop-notes but also the
volume of the bank notes will adjust
itself to the real requirements of trade.
We must not lose sight of the fact that
the bank-note volume is not then sub-
jected to the annual call for enlarge-
ment owing to the crop demands.

Something might be done, however,
to facilitate expansion and contraction
of our present bank-note volume; say
by making it easier for the banks e
acquire as well as to dispose of the
Government bonds needed as security
for bank notes. This could be done by
making a bond convertible from two
per cent. with bank-note privilege into
three per cent. without the privilege,
and vice-versa—on the request of a
national bank. This subject is well
understood and needs no enlargement
here. Most likely, however, such con-
version would not often be called for.

With such conversion privilege cal-
culated to render the bank-note volume
somewhat more flexible, in addition to
the crop-note system which would
readily respond even to the most ex-
acting demands for cash, we would at-
tain everything that reasonably can be
expected of currency reform. And we
would attain it in a manner far simpler
and causing much less disturbance than
would be possible under a more radical
plan, such as would entirely overthrow
our present methods—be it either a
central bank or a district reserve asso-
ciation.

We often read of the great public
responsibilities which (according to the
view of certain moralists) the banks are
said to be under, inasmuch as on them
depends the country’s currency volume,
and that, therefore, they should not
only have their own interests at heart,
but the country’s as well. Such views
are out of place. The banks should
look out for their own interests—and
that is all they do. Under the crop-
note system we neither need a central
bank, nor a district reserve association,
nor the cares and regards of the indi-
vidual banks to provide for a healthy
condition of our currency and to guard
the country’s welfare—the system
does that.



Employees’ Contest for Securing New
Depositors

By W. R. Morenouse, AssistTANT CasHiER GERMAN-AMERICAN Trust
AND Savines BanNk, Los ANGELEs, CaL.

N October 10, 1912, the German-
American Trust and Savings Bank
of Los Angeles, California, posted the
following notice in its banking rooms:

BUSINESS GETTING CONTEST FOR
EMPLOYEES.

Twelve Substantial Prizes Amounting to
More Than Two Hundred Dollars—
Contest to begin October 15 and to
Run for Sixty Days.

The rules governing the contest are as
follows:

Two points will be accredited to the em-
ployee securing the account of a person or
firm, provided they have never had an ac-
count with the bank, and are opening an
account solely upon the solicitation of the
employee claiming the points.

Two points will be accredited to the em-
ployee who induces a former depositor
whose account has been closed more than
one year to return and reopen his account.

One point will be accredited to the em-
ployee who induces a former depositor
whose account has been closed less than
one year to return and reopen his account.

One point will be accredited to the em-
ployee securing the account of a customer
who is not a depositor. This applies to
customers having other business with the

bank.

One point will be accredited to the em-
ployee securing the account of any person
found in the bank corridors and who is
not already a depositor.

No credit will be allowed where a de-
positor divides his account, g two ac-
counts. This applies to those already hav-
ing accounts with the bank.

management of the bank reserves
the right to disallow any claim when in its
judgment said claim is not in accordance
with the rules of the contest.

Women employees participating in the
contest will given a bonus credit of
twenty per cent. over the men.

A Tecord of the points made will be
available for inspection during the con-
test. Mr. ————— in the New Account
Department will keep a record of all points
made, and if in doubt at any time as to
credits, he will confer with the manage-
ment.

No employee will receive more than one

prize.
List of Prizes.

First prize, $50 to employee getting
the greatest number of accounts.

Second prize, $40 to employee get-
ting the largest total in deposits.

Third prize, $30 to employee getting
second largest number of accounts.

Fourth prize, $25 to employee get-
ting second largest total in deposits.

Fifth prize, $20 to employee getting
third largest number of accounts.

Sixth prize, §15 to employee getting
third largest total in deposits.

Seventh prize, $10 to employee get-
ting fourth largest number of ac-
counts.

Eighth prize, $8 to employee get-
ting fourth largest total in deposits.

Ninth prize, $6 to employee getting
fifth largest number of accounts.

Tenth prize, $5 to employee getting
fifth largest total in deposits.

Eleventh prize, $4 to employee get-
ting sixth largest number of accounts.

Twelfth prize. $3 to employee get-
ting sixth largest total in deposits.

Your right to claim a point or points de-
pends largely upon your individual honor.

‘We believe this contest will cause you to
recommend this bank to your friends. We
believe it will develop your business-getting
ability.

Other contests will follow, provided this
one is the success we anticipate.

Execomive ComMrTTEE.

The writer introduced the contest,
personally supervised it, consulted with
the contestants from time to time, and
kept a daily record; therefore vouches
for the accuracy of the results as here-
inafter tabulated.

PersoNAL WoRK IMPERATIVE.

The employees’ contest is of very
recent origin. It has, however, passed
the experimental stage, and can be de-
pended upon to produce results that
are almost phenomenal. In the opinion
of the writer, it deserves first place in

17
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ResorTs.

Number of new accounts secured......................... 890
‘I'otal amount of new deposits..............covuuet. P $231,000.00
Number of accounts securéd by employee winning first prize 135
‘T'otal amount of new deposits secured by employee winning

second Prize .........iiiiiiiietiiiiiiiarietiaianans $39,457.71
Working days of the contest..........................00, 5
Employees actively engaged .....................00... 62
Cost of each account secured ..........ccoiviivviiiaanns 28c¢.
Cost for each $100 in new deposits........................ 1lc.
Cost for the contest .........ccoviiiiiiiiiiiiiiiiininae. $250.00
Value of business secured (conservatively estimated)....... $5,340.00
Net Profit ....oviinieiiiiiiiiiiieieeiniieiiieeennnss $5,090.00
Number of accounts secured first day of contest........... 6
Number of accounts secured last day of contest............ 92
Net increase of last day over first day..................... 86

Analysis of Accounts Securod.

Savings accounts, 790; commercial accounts, 100; total...... 890
Average in deposit for each account secured............... $259.00
Largest account secured during contest.................... $30,000.00
Smallest account secured during contest ......... . $1.00
Number of accounts withdrawn during the contest......... 9
Number of accounts increased by additional deposit....... 225
Number of accounts reduced by withdrawals............... 90
Number of accounts remaining inactive ............... . 566

the list of successful plans for business-
getting. It has definitely demonstrated
that there are large possibilities for the
bank that will utilize in the employees’
contest the personal resources available
in the employees.

Contrary to predictions made by
skeptical observers, more accounts were
secured the last day of the contest
than the first; in fact, more the last
day than the entire first week. This
proves that the field for personal work
in business-getting is inexhaustible,
and that it grows in possibilities each
day. The writer does not know of one
instance where persons solicited for
business intimated that they did not
approve of the method used, while
many solid business men spoke of the
contest in very commendatory terms;
and a few volunteered to assist their
favorite employee, which was permis-
sible, and which benefited the bank
equally with the contestant.

A very remarkable circumstance con-
nected with the contest was that the
prize feature was soon overshadowed,
and became secondary to a sense of
personal pride in making the best
record. Weekly bulletins were posted
showing the progress of the contest,
and were frequently referred to by en-
thusiastic contestants. Business-getting

is very contagious and soon infects all
of the employees with the inspiration
necessary to make the contest a success.
Employees who had never been known
to take an interest in personal effort
and solicitation were numbered among
the close contestants for first prise,
consequently many excellent records
were made.

A contest operates on the principle
of an endless chain, inasmuch as the
possibilities increase each day instead
of diminishing. The employee begins
by soliciting the accounts of his per-
sonal friends and business acquaint-
ances. As they respond to these solici-
tations and manifest an interest in his
success, the employee may then in a
diplomatic way suggest that they com-
mend his bank to their friends. In
this way many accounts are secured
without the direct effort of the em-
ployee which may rightfully be placed
to his credit. When the large possibili-
ties of the contest are once understood,
it no longer appears an extraordinary
accomplishment for one employee to
secure as many as one hundred new
accounts within a short period of time.

What relative of the contestant, once
recognizing what an account means to
him, will not only open an account for
himself, but also make an effort to
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secure the accounts of friends? What
depositor, disinterested perhaps at first,
will not readily be won over to the ex-
tent of bringing in and personally in-
troducing his friends? What person
having even a limited regard for the
institution, would not recommend a
friend to ‘his bank when personally
requested to do so, when his only sacri-
fice is the saying of a kind word? In
substance what person is not appealed
to when he finds a young man standing
in a reciprocal attitude toward the bank
that is daily helping him?

It is impracticable to institute a
house-to-house canvass in order to
secure accounts for a contest, as this
practice might arouse suspicion and in-
vite unfavorable comment on the
method resorted to in order to get new
business. In every detail contests
should be operated on the highest pos-
sible plane, making the personal ele-
ment the one factor by which the end
is accomplished.

The main objection seems to be the
question as to what becomes of a bank’s
dignity, and whether it is lowered or
raised by the contest. Inasmuch as this
depends entirely upon the character of
the individual employee, it is unneces-
sary to discuss this further than to sug-
gest that a competent person to instruct
and advise the contestants how to secure
desirable business is all that is required
to completely cover the questionable
point.

In fairness to competing banks, no
employee should be encouraged to
proselyte depositors of other institu-
tions, or in making misstatements or
promises which cannot be fulfilled. De-
positors cannot, of course, be prevented
altogether from shifting from one bank
to another, but in the aggregate the
number thus influenced by the con-
testants should not be large. The con-
test is not a steal, but a plan for pulling
unsecured business by fair and legiti-
mate methods.

NEcessaRy Factors IN THE EMm-

PLOYEES' CONTEST.

To get large results a bank must be-
lieve in personal solicitation by its em-

ployees; and it must also be willing to
go further in having such faith in the
success of the plan as to warrant it in
setting the goal to be reached at hun-
dreds of new depositors and thousands
of dollars in new deposits. And why
expect less? The great field of unse-
cured business is always accessible, and
its millions of idle dollars susceptible to
the personal appeal of the progressive
bank. Soliciting this business through
the employee is the most logical method,
especially when under the direction and
supervision of some competent official.

While it is essential that banking in-
stitutions preserve a well-balanced dig-
nity, it is equally important that they
be easy of approach. As a class banks
are inclined to err on the side of being
too dignified, and the officers toq inac-
cessible, all of which is a hindrance to
growth. Conditions are changing, how-
ever, and we find banks reaching out for
new business as never before. For ex-
ample, bank advertising is rapidly in-
creasing. Why has this become proper?
Simply because the conditions under
which banks are now operating make
it permissible and even advisable, if not
actually necessary, to advertise, and to
solicit new business in many ways.
Banks have come to realize that the
greatest success is only assured when
they can so grip the field of unsecured
business by every direct and indirect
method that the new business comes nat-
urally and spontaneously as a result.

Therefore, the demands are such that
old ideas and practices must be discard-
ed, if a reasonable proportion of the
new business is to be secured.

After many years of supposedly
practical banking we have discovered
that there is a human side to a bank,
and that stored up in the employees are
personal resources which, when rightly
directed, will prove a mighty pulling
power for getting new business and
conserving that already obtained. Pro-
gressive bankers are now giving less
attention to the mechanical side, which
has dominated banking for so many
years, and in its place they are rapidly
installing the more practical and recog-
nizing as never before the value of the
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“personal element.” Banks that grow
are keen in detecting the value of this
important element, consequently they
do not stop short of demanding that
the official as well as the employee pos-
sess a personality that pulls business
in an effective manner.

It was this same personal element
that made the employees’ contest spoken
of tremendously successful. And still
any bank can have an equally profitable
contest if it will apply this same
clement.

What are the characteristics which
make the “‘personal element” valuable
to a bank? They are included under
the subject of “personality,” which is
that factor in the make-up of men that
compels the interest of others in them
and what they do and stand for as soon
as met. It is that element that even
on slight acquaintance will command
the attention and respect of men; that
makes a man’s very energy infectious,
giving him an immense advantage over
the man who has never comprehended
the essential clement so necessary in the
business world to-day. It is a smile
that spells cordiality and generosity;
cordiality in cheerfulness and friendli-
ness, and generosity in respecting both
the rights and opinions of others. In
substance, there must be the combina-
tion of a really alive and genuinely
true man, with a manner cordial and
friendly in every act and word, in order
to constitute a really effective person-
ality, the personality which will get
business and conserve the business
already obtained.

Some bank managers will find them-
selves sadly out of place in a contest
where the foregoing view of affairs ex-
ists, where the ‘“persondl element” is
given consideration. Not long ago a
young man came to the writer seeking
advice. The manager of the bank
where he was employed had made the
statement that all bookkeepers were
simply so many machines having a cer-
tain work to do; they were told what
to do and how to do it, and it was ex-
pected of them that they do it right.
The statement was puzzling for a mo-

ment, and I was unable to answer in-
telligently without time for thought.

“Well, what do you think about it?”
I asked, opportunely.

To my astonishment this young man
told me he guessed his boss was about
right. Such an admission, coming as it
did from a person of more than ordi-
nary intelligence, was evidence to me
of the deadly effect of the manager’s
influence on the future ambitions of the
young man. He was ruthlessly making
slaves out of his bookkeepers, when he
should have been drawing on their per-
sonal resources and otherwise develop-
ing them into a source of strength for
getting business for the bank at the
first opportunity.

ResurLts UNEQUALLED.

The writer will state without fear
of contradiction that a properly man-
aged employees’ contest will bring more
new depositors with a corresponding
great total in deposits than any other
method,.and that it is not to be com-
pared with any other on a basis of
minimum costs. It will also develop
within the contestants a tact for prac-
tical business getting that they will re-
ceive from no other source, a factor in
the life of a bank that is not to be
underestimated.

DEcisioN NECESsARY.

There are bankers who will be favor-
ably impressed with what has been said
about the employees’ contest, and many
of them will put the plan into opera-
tion without delay; while another class
will procrastinate long enough to lose
the inspiration, and consequently will
miss an opportunity to materially in-
crease their business. Action is im-
perative.

It is recommended that a contest such
as described in this article be given a
sixty-days trial. The first contest will
serve as preliminary to something more
permanent, and will give the bank man-
ager an opportunity to improve the
second by the experience gained by the
first. In nearly every instance it will
be nccessary to add to or take from the
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plan governing the first contest. Every
effort may be expended to advantage in
perfecting a plan that will be effective
in getting the largest number of new
depositors with a correspondingly large
deposit. As noted in the foregoing, the
time limit in the contest proved objec-
tionable, as more accounts were opened
the last day than the entire first week;
and the prize feature was found sec-
ondary to personal pride, consequently
it is reasonable that these features be
given their proper place, and some-
thing more substantial substituted.
Some permanent plan with fixed re-
muneration is necessary. It is also rec-
ommended that immediately following
the preliminary contest, and as soon as
a suitable permanent plan is arranged,
that the same be put into effect within
a week after the close of the first con-
test so as to keep the interest alive.

A plan as follows is suggested: The
bank will pay $1.00 for each account
secured, provided the account is open
-six months from date of opening, and
at least one additional deposit has been
made in the interim. The payment of
$1.00 to be made at the end of the
six-months’ period.

This would insure bona fide accounts,
and would also give the employee
something to look forward to, with a
bonus in addition to his salary every
month after the first six months has
elapsed. A simple plan like this could
be enlarged upon by incorporating it in
a system of remuneration for all em-
ployees, with additional pay for large
accounts. The principle upon which
the contest plan operates is identical in
any event; and as to the amount of
reward for the faithful employee, this
can be determined by surrounding con-
ditions, and the nature of the field of
opportunities for business-getting.

Accounts secured through the em-
ployees’ contest plan cost about twenty-
eight cents each, which is less than one-
tenth of the cost of securing them by
other popular methods. By the em-
ployees’ contest plan the bank may
secure new deposits at a cost of eleven
cents for over one hundred dollars. In
short, it may be said that from the
standpoint of economical business-
getting, and in its beneficial influence
in developing the powers of the bank’s
working staff, the employees’ contest is
without a rival.

Investigating the Co-operative Banking Systems

ROBERT I. WOODSIDE, presi-
dent of the Farmers and Mer-
<chants Bank of Greenville, S. C,,
chairman of the committee on agricul-
tural development and education of the
South Carolina Bankers’ Association,
and chairman of the department of ag-
riculture of the Greenville Chamber of
Commerce, has been appointed by the
South Carolina Bankers’ Association as
a member of the American Commission
under the auspices of the Southern
Commercial Congress which will visit
Europe for the purpose of investigating
the coioperative banking systems, rural
codperation, marketing societies, univer-

sities and colleges, legislation and laws,
government departments, central
banks, methods of farming, etc. Among
the countries to be visited are Italy,
Hungary, Russia, Balkan States, Aus-
tria, Germany, Denmark, Sweden,
Switzerland, Belgium, Holland, France,
England and Ireland.

The commission which sailed on
April 26, has official power and influ-
ence given by authority of Con-
gress, the President of United States,
the Governors of the various States and
the ambassadors of the several countries
visited. :



L

The New York Money Market and
The New Canadian Gold Reserve

By H. M. P. Eckarpr.

OTWITHSTANDING the long

discussion of the new Canadian
Bank Act, the bill finally left the
House of Commons without any very
important modifications or changes.
The clauses providing for the creation
of “the central gold reserves” to serve
as a basis for issues of bank notes were
passed practically as originally framed
—the only change being that a para-
graph was added stating that issues of
notes covered by deposits in the gold
reserve would not occasion any extra
deposit in the five per cent. redemp-
tion fund.

As this Canadian plan for a new
gold reserve promises to have a not
inconsiderable effect on the New York
money market, it will be worth while to
explain the manner of it¢ working.
Subsection three of section sixty-one of
the act says: ‘“Except as hereinafter
provided, the total amount of the notes
of a bank in circulation at any time
shall not exceed the aggregate of-
(a) the amount of the unimpaired
paid-up capital of the bank; and (b)
the amount of current gold coin and
of Dominion notes held for the bank in
the central gold reserves hereinafter
mentioned.”

The phrase “except as hereinafter
mentioned” refers to the excess issues,
during the crop-moving season—from
August 31 to February 28—authorized
by the amendment of 1908. That
amendment gave the banks the right
to issue in excess of paid-up capital,
during the period of six months just re-
ferred to, up to fifteen per cent. of capi-
tal and surplus combined, subject to tax
at five per cent. Under the new act
this privilege remains.

On and after July 1, 1913, when
the new law becomes effective, the
banks will have; first, the right of
issue against general assets and free of
tax, up to the amount of paid-up capi-
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tal; second in excess of paid-up capi-
tal up to any amount of gold or Domin-
ion notes which they may pledge with
the trustees of the central gold reserves
(this is also free of tax); and finally
there is the right to issue in excess
capital up to fifteen per cent. of capital
and surplus during crop moving, sub-
ject to five per cent. tax.

It is generally supposed that the
banks will have recourse extensively to
the issues against gold. When the
Western harvest comes on the market
at the beginning of September, they
will have the option of issuing against
gold or of issuing the taxed notes.
When money is tight and discount rates
are high, probably there will be con-
siderable inducement to use the taxed
currency ; but when money market con-
ditions are normal the disposition will
probably be to utilize the New York
call loans to provide gold for deposit
with the trustees in Montreal. Thus, if
a Canadian bank had £5,000,000 at call
in New York, it could call in the loans,
ship the gold to Montreal, and increase
its note issues by that extent. Of
course, it would not do so unless the
demand for its notes existed; and in
paying them out it would be acquiring
sight drafts and bills receivable based
on grain in transit or in elevators.

At first sight it might appear that
there would be no profit for the banks
in thus issuing notes against an equal
amount of gold. But in case of a
strong bank which habitually carries a
strong rescrve it would be possible to
take part of its reserve and lodge it
with the trustees in the season of extra
demand, thus letting its percentage of
reserve drop temporarily—the weak-
ness might be more apparent than real,
since the increase of liabilities would
be accompanied by an increase of hold-
ings of grain drafts and grain loans.

Last year the bank-note circulation
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in Canada expanded $19,600,000 be-
tween July 81 and the high point in
the fall; in 1911 the expansion was
$16,800,000. And in both of those
years the demand for currency was
supplied in part by the use of Do-
minion Government notes (the chartered
banks having reached the limit of ordi-
nary issue and some of them preferring
not to use the taxed issues extensively).
So in 1912, $5,700,000 Dominion notes
(small denominations) were required in
addition to the $19,600,000 bank-note
expansion, and in 1911, $8,300,000
Dominion notes were called into play.
All told, that made an increase of bank
and Dominion notes in circulation in
1912 of $25,300,000, and in 1911 of
$20,100,000. In other words, the cur-
rency required to be increased to that
extent in the fall.

Assuming that the bank-note circula-
tion rises $8,000,000 between April
30 and July 81 this year, the banks
would then have a margin of ordinary
issue power of say $6,000,000. They
would be faced with the necessity of
increasing the currency supply by
perhaps $24,000,000 or $25,000,000.
Last year they used up their ordinary
margin and then circulated Dominion
notes and issued their own taxed notes.
This year it will be possible to bring
in gold from New York and issue
against that. Possibly some of the
banks will circulate Dominion notes as
heretofore, and others may use the
taxed notes. But it can be scen that
if they were to have recourse generally
to the gold-secured notes, there would
be an indicated issue against gold of
$18,000,000 or $19,000,000, the greater
part of which would be lmported from
New York. We might, therefore, say
that $£18,000,000 represents the maxi-
mum of the possible gold movement to
Montreal under present -conditions.
This maximum or possible requirement
would perhaps tend to increase from
year to year as the Western Canadian
crop developed. However, the prob-
able requirement in 1918 will be con-
siderably less, as money is tight and
rates are high in Canada, increasing
the inducement for the banks to use
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call loans -rule from six or seven per
cent. upwards in the fall, there would
perhaps be a profit for the Canadian
banks 'in letting the New York loans
run undisturbed and using taxed notes
at home.

So, perhaps, a movement of $5,000,-
000 or $10,000,000 might be seen this
fall if conditions favor it. This move-
ment, if it occurs, would set in just
about the time the regular movement of
currency from New York to the inte-
rior was in effect. And if it reaches a
heavy volume it would have a tendency
to increase the difficulties of the New
York market.

Then it is to be remembered that
after the extra issues of bank-notes
were redeemed in the ordinary course,
early in January, the Canadian banks
would find the gold, which had served
as security therefor, back on their
hands. As there would be no employ-
ment for it in Canada for six months,
the disposition of the bankers would
be to send it back to New York to
earn a little revenue. This return flow
from Canada would coincide with the
return flow of currency from the
interior.

Altogether it seems likely that when
New York cannot well spare the gold
for Canada in the fall, there will be
more of a tendency for call loan rates in
Wall Street to advance to such a point
as would make it profitable for the
Canadian banks to issue notes subject
to tax, and refrain from calling home
funds from New York.

The Teller’s Tale

RECEIVING TELLER.

'Tis more blessed to give than to
receive.

PAYING TELLER.
All goin’ out and nothin’ comin’ in—

and still it is a paying business.—Num-
ber Forty.



The Growth of the Statement System

By C. P. FENNER oF THE BurrougHs AppINgG MAcHINE CoMPANY.

IT is interesting to note some of the

recent developments in bank ac-
counting and to know that banks are
progressing in this respect, to keep pace
with their growing business and the
demands and desires of their customers.
Many of the ideas that are now being
worked out are made possible only
because of the mechanical aids that have
become a necessity in the business life
of to-day.

One of the things which has come
much in vogue in the past few years
is the depositors’ or customers’ state-
ment—*“city statement” as the bank calls
it. This is used as a substitute for bal-
ancing pass-books and has many ad-
vantages for both bank and customer.

As deposits are made and checks
drawn against them, both bank and
depositor should keep records of the
amount of money to the credit of the
account—the bank, in order that the
account may not be over-drawn, or, in
other words, that a larger amount may
not be paid out than the customer has
to his credit—and the customer, so that
he may know at any time what the
amount of his balance is. As either
one is apt to make a mistake, a com-
parison of each of their records of the
account should be made at regular in-
tervals in order that any discrepancies
may be discovered and the error recti-
fied. This object has been attained in
the past by the customer taking his
pass-book to the bank, where all the
deposits which have been entered in it,
from time to time, are added together.
A list of his checks which have been
honored is then made, and the total
entered on the credit side of the book
and the balance shown. The book is
then ruled up, the new balance brought
forward and it is then ready for return
to the owner, together with the can-
celled checks or vouchers, accompanied
by the list.

The balance shown by the bank is
rarely the true balance as on account
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of any degree of activity there is almost
sure to be a number of “outstanding”
checks, which are those which have been
issued by the depositor, but, not yet
having been honored by the bank, they
naturally cannot yet be charged to the
customer’s account.

By comparing the returned cancelled
checks with the stubs of those issued
one can identify those which have not
yet been presented for payment, and
by adding the total of these to the bal-
ance as shown by his record, a
balance with the amount shown by the
bank should be arrived at.

The above method served well enough
in former times when the business was
smaller and when the present demand
for “something better” was not so im-
perative as now, but with the increase
of business there have come also in-
creases in other ways—demands for
quicker methods—increased possibili-
ties for fraudulent manipulation of
bank accounts—greater necessity for
more secure methods, etc.

Everyone knows that many young
men have gone wrong because tempta-
tion was placed in their way. Their
wrong-doing begins in many cases with
the thought to “borrow” some of the
banks funds, to be returned when the
profits from the venture are realized.

In banks there are accounts which
are inactive for considerable periods,
this becomes possible unless the pass-
books are brought in at frequent in-
tervals for balancing. Every banker
knows how difficult it is to have this
done—it is indeed impossible. Making
the depositor’s statement eliminates all
danger from this source from practical
consideration, as the system contem-
plates a daily comparison of balances
of the corresponding accounts on the
ledger. Thus not only wilful manipu-
lation is prevented but innocent mis-
takes are detected and corrected before
there is any chance for loss. Some
banks have actually suffered under the
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old system and others have seen where
loss would be possible and the improved
system followed naturally.

While its advocates do not claim for
it perfection, it is believed to be the
nearest approach that has yet been at-
tained.

From the bank’s standpoint perhaps
the most important advantage is that
by means of securing a periodical audit
of each account by the depositor him-
self, the danger of detection would be
sufficient to deter an employee from
taking a false step. In this way, too,
unintentional errors are detected which
might cause the bank loss, as will be
explained further on. Since the work
is done by different persons at different
times, it is almost an impossibility for
each to make the. same error and any
manipulation of the accounts would
necessitate collusion between too em-
ployees. When the work is switched
ocasionally to other employees the pos-
sibility of wrong-doing is eliminated.

Another thing which is regarded with
much favor by those using the system
is that it entirely eliminates the con-
gestion in the individual books depart-
ment on the first of the month, due to
the depositors bringing in their pass-
books at that time for balancing. As
the statements are worked up day by
day, during the month, the last day
carries no heavier burden than any
other and if a depositor comes in, in
a hurry at any time and wants a state-
ment of his account, there would never
be more than one day’s work to add to
what was already done.

As previously explained, posting to
the wrong account is detected when a
comparison of the statements is made
with the individual books and if, by
the merest chance, it should escape that
test, it has to undergo another audit
when the depositor receives his state-
ment.

The matter of posting a wrong
amount, or to a wrong account, is a
somewhat serious one for a bank as it
may occasion loss. If too much credit,
or not enough debit appears on any par-
ticular account the depositor may come
in and draw out the whole amount and

disappear, the bank losing the amount
of the difference between what he re-
ceived and what he should have re-
ceived. Too much debit, or not enough
credit, might cause the bank to dis-
honor a check that was perfectly good
and thereby render itself liable to a
suit for damage, so that this is a real
danger and not an imaginary one, and
one or both of these experiences almost
all banks have had which have been in
business for any considerable length
of time.

Last, but perhaps not least, in the
advantage to the bank, is the lack of
accumulation of old vouchers in the
bank’s files. When statements are
made periodically, the depositors are
requested to call for them at stated
times and most of them do so. To
those who do not, are sent the state-
ments with the cancelled vouchers and
in this way the bank absolves itself of
the responsibility of any errors which
may have been made, unless reported
within a reasonable length of time, and
also relieves itself of the care of the
old vouchers which it does not dare
throw away or destroy as they are the
only evidence they have that they have
paid out the money they represent.

Only a short time ago one banker in-
formed the writer that they had can-
celled checks in their files eighteen
years old and many others less patri-
archal.

Some weeks ago the cashier of a com-
paratively small bank in one of our
provincial cities informed the writer
that he had told his bookkeeper about
a week before that a certain account
which had not been active for nearly
ten years would have to be transferred
to what he called their ‘‘suspense”
ledger. The amount of the balance
was between seven and eight dollars
and the old vouchers still in the bank.
The man had moved away years before
and they did'nt know where he was or
where to communicate with him. The
transfer of the account was duly made
in the morning and the very same after-
noon the man came in to draw the ac-
count. Doubtless many incidents simi-
lar to this could be related.
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The advantages to the depositor are
so obvious that it hardly seems neces-
sary to dilate on them to any extent.
The bookkeeper of a commercial con-
cern would most certainly welcome the
receipt from the bank on the first day
of the month of a statement showing
the date and amount of each deposit
made by the concern and a detailed list
of all the checks honored and the date
each one was paid. In this system the
only use of the pass-book is to enter
the deposits as they are made, thus serv-
ing as a receipt for the money depos-
ited.

As compared with this, under the old
system the bookkeeper has to remem-
ber to take the pass-book to the bank on
the first of the month and then wait
from one to three days before he can
get it back. In the meanwhile he is
unable to verify his account with the
bank until he sees the balance of
the account as the bank shows it. This
delay is annoying and should he neg-
lect to take the book on the first he
would be even later receiving it. In
the press of other matters at the first
of the month he is apt to forget this
detail.

Again, if his pass-book should be
lost, with it goes his original record of
all the bank transactions recorded in
it, whereas the statement goes into his
files, and each month is independent of
the other.

Another feature which appeals to
many a careful business man is that the
receipt of the statement makes it nec-
essary to leave the pass-book with the
bank. Of course, we trust our bank
and should do so, or seek another one
we can trust, and yet it hardly seems
like good business to leave with the
bank for some days the only receipt
we have for deposits we have made.
We know the attitude of the bank itself
towards dishonesty, but dishonesty
among employees is occasionally dis-
covered and temptation may make a
dishonest man of one of probity, and
while the depositor in the end may
not suffer pecuniary loss, still the possi-
bility is there and were there any ir-
regularities there would at best be a
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long-drawn out and disagreeable ar-
gument, fraught with danger of rup-
ture and loss of confidence by both
sides—all of which might mean, even-
tually, a greater loss than the amount
of money involved.

In Chicago the statement fdea has
been almost universally adopted by
the banks while in many other com-
munities it is becoming commonly used
as bank officials learn the many ad-
vantages to both their depositors and
their institutions.

Our Annual Ash-Heap

IN the recent annual report of Super-

intendent Emmett of the New
York Insurance Department it is es-
timated that the ‘‘Ash-heap” of this
country and Canada accumulated in
1912 represented a fire loss of about
$225,000,000. “The annual ash-heap
of the country,” he says, “can be re-
duced to much smaller dimensions than
at present, within a reasonable time,
with even a partial elimination of arson
insurance, so-called, with stricter build-
ing laws rigidly enforced, and with
the means of fire defense in all com-
munities brought up to the most effi-
cient standard possible.”

Proving the Daily Business

CrarksviLig, Tex~., May 22, 1913.

Editor Bankers Magazine:

Siz: Through your columns possibly you
can bring us in touch with some bank of
our size which has successfully devised a
plan for proving the daily business without
making a “hopper” of the cash-book. We
believe this is something that would interest
a great many banks over the country, as we
find many of them experience the same
trouble in proving their cash at the close of
the day’s business.

Very truly yours,
C. W. Bamney,

Cashier First National Bank.

Doubtless some of our readers will
be glad to answer Mr. Bailey’s request
for information.



BANKING AND COMMERCIAL LAW

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

Recent Decisions of Interest to Bankers

Mortgage Note

WHEN NOT NEGOTIABLE—NEGOTIABLE
INSTRUMENTS LAW.

Supreme Court of Washington, April 35,
1913.

QUAST VS. RUGGLES.

Under the provisions of the Negotiable
Instruments Law a note providing that the
makers thereof promise to pay to the payee
named a specified sum, with interest at a
specified rate, evidenced by interest notes,
and that, if default be made in the pay-
ment of any of the notes as they mature,
the whole amount shall become due, and the
mortgagee, his representatives, or assigns
may collect the note and foreclose the mort-
gage, etc, is not negotiable because it is
not payable to order or bearer, and because
it does not contain language indicating an
intention to make it so payable; a transfer
by assignment not being equivalent to an
indorsement.

While it is not necessary to use the words
“order” or “bearer,” yet the words used must
show a clear intent to make the instrument
so payable.

THIS was an action upon a note in
the following form:

“On the first of November, 1920,
for value received, we promise to pay
to M. L. Bevis the principal sum of
$1.200 (twelve hundred dollars), with
interest thereon at the rate of seven
per cent. per year, from the date
thereof until maturity, payable annu-
ally according to the tenor of nine in-
terest notes, each for $84 and one (1)
for $80.97, bearing even date herewith;
both principal and interest notes pay-
able at the office of Bevis Bros.,
Spokane, Wash. (with exchange on
New York). And if default be made
in, payment of any of said notes so
secured, or any part of them, as the
same mature, for the space of thirty
days, or if the maker of this note and
interest notes attached hereto shall
allow the taxes or any other public rates
and assessments on the property, or

any part thereof, given as security
for the aforesaid notes to become delin-
quent, or in case any taxes or assess-
ments shall be levied against the holder
of this note on account of this note, or
shall do any act whereby the value of
said mortgaged property shall be im-
paired, then, upon the happening of
any of said contingencies, the whole
amount herein secured shall at once
become due and payable, and the mort-
gagee, his legal representatives or as-
signs may proceed at once to collect
this note and foreclose the mortgage
given to secure said note and sell the
mortgaged property, or so much thereof
as shall be necessary to satisfy said
debt, interest and costs and all taxes,
public rates, or assessments that may
be due thereon, together with a reason-
able attorney’s fee, if suit be com-
menced for the purpose of collecting
this debt or foreclosing the mortgage
securing said debt, and also said taxes,
public rates, and assessments, and costs
incurred by the mortgagee, his repre-
sentatives or assigns, shall be secured
by mortgage, and also in judgment in
such foreclosure case. It is expressly
agreed and declared that these notes
are made and executed under and are
in all respects to be construed by the
laws of the state of Washington, and
are secured by mortgage of even date
herewith, duly recorded in Lincoln
county of the state of Washington.
This note bears interest at the rate of
ten per cent. per year, payable yearly
after maturity. The makers of this
note have the option of paying it any
time the interest matures on and after
November 1st, 1910. Dated at
Spokane, state of Washington, on the
14th day of November, 1910. Jacob
Quast, Jr., Tena Quast.”

Mornis, J.: The sections of the
negotiable instrument law controlling

27



28 THE BANKERS MAGAZINE

are scction 3392, Rem. & Bal,
providing that an instrument to be
negotiable ““(4) must be payable to
order or bearer,” and section 8401:
“The instrument need not follow the
language of the act but any terms are
sufficient which clearly indicate an
intention to conform to the require-
ments hereof.” The instrument clearly
is not payable ‘“to order or to
bearer,” and must for this reason
be held non-negotiable, unless we can
find in it some language that under
section 3401 “clearly indicates an in-
tention” to make it so payable. Ap-
pellant contends this language is sup-
plied in the provision acclerating the
time of payment on the happening of
certain contingencies, and providing
in such case ‘“‘the mortgagee, his legal
representatives or assigns, may pro-
ceed at once to collect,” and the subse-
quent provision as to payment of taxes
and costs by *his representatives or
assigns.” The mortgage also refers to
“party of the second part, his succes-
sors or assigns.” The word ‘“‘assigns,”
as used in the note and mortgage, does
not refer to the payee of the note
but to the mortgagee, and indicates
nothing more than that the mortgage
may be transferred by assignment.
The transfer of an instrument by as-
signment is not the equivalent of its
transfer by indorsement.

As interpreting section 8892, the pro-
visions of section 8401 clearly refer to
words of indorsement and not words
of assignment, and mean that, in order
to make the instrument conform to the
requircment of section 8892, it is not
necessary to use the words “order or
bearer,” but other apt words showing
a clear intent to make the instrument so
payvable will be sufficient. This is the
general rule adopted by all courts in
construing this requirement of the
negotiable instrument law. (Zander vs.
N. Y. Security Trust Co.. 89 Misc.
Rep. 98, 78 N. Y. Supp, 900, affirmed
on appeal in 81 App. Div. 685, 81 N.
Y. Supp. 1151.)

The promise to pay in this case was
to “Caroline Zander or her assigns,”
a stronger expression of intent than the

one found in the note before us. The
court, however, seemed to consider the
matter so plain that thc mere state-
ment of its ruling was deemed suffi-
cient, and the appellate court with like
certainty did not regard the question
as open to discussion, but affirmed on
opinion of court below. Other sup-
porting cases, all referring to the neces-
sity of the use of the words “order or
bearer” or words of like import, are
Fulton vs. Varney, 117 App. Div, 572,
102 N. Y. Supp. 608; Wettlaufer vs.
Baxter, 187 Ky. 362, 125 S. W. 741,
26 L. R. A. (N. S.) 804; Gilley vs.
Harrell, 118 Tenn. 115, 101 S. W. 424;
Westberg vs. Chicago Lumber & Coal
Co., 117 Wis. 589, 94 N. W. 572.

Cashier

“I. 0. U.” SIGNED BY—WHO LIABLE ON.

District Court of Appeal, First District,
California, Feb. 18, 1913.

CROWALL V8. PACIFIC SURETY COMPANY.

’

A written contract in the form of an I.
O. U., signed by the cashier with the addi-
tion of the word “cashier” to his signature,
and containing no words showing that. it
was made on behalf of the bank, is the per-
sonal obligation of the cashier and not that
of the bank.

THIS action was brought upon a

writing in the following form:
“Bakersfield, Mar. 29-07. I. O. U.
One thousand dollars on completion of
sale of lots 8 and 4 in block 278 in
city of Bakersfield. R. McDonald,
Cashier.”

Judgment below was for the defend-
ant, and the plaintiff appealed.

James, J. (Omitting part of the. opin-
ion). It is the contention of respondent
that the contract upon which plaintiff
sued was the contract of the Kern Val-
ley Bank and not the personal contract
of defendant. This view seems ‘to
have been adopted by the trial judge,
hence his ruling granting the motion
for judgment of nonsuit.

[1]. In reviewing that judgment we
need only suggest the rule, for it is
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too well established and settled to re-
quire support by citation of authority
that, if any reasonable construction
may be given to the testimony intro-
duced on behalf of the plaintiff which
will sustain the cause of action alleged
in his complaint, that construction is
the one which must be adopted.

[2]. The written contract or memo-
randum in the form of an “I. O. U.”
cannot be said to evidence a contract of
the Kern Valley Bank when it is exam-
ined alone and for what it shows upon
its face. Where in the body of an in-
strument no words appear which serve
to define the agreement as being made
on behalf of a party other than he
whose signature is attached thereto, it
will not be deemed to be the contract
of another party, even though there
may appear after the appended signa-
ture of the individual, qualifying or
descriptive words, such as “president,”
“secretary,” or, as here, “cashier.”

Checks

DRAWN BY CORPORATION—AUTHORITY OF
OFFICER—LIABILITY OF BANK.

United States Circuit Court of Appeals,
Second Circuit, March 31, 1913.

THE HAVANA CENTRAL RAILROAD COMPANY V8.
THE CENTRAL TRUST COMPANY.

The mere fact that the check of a corpo-
ration i8 drawn to the order of the officer
signing it does not require the bank to
ascertain that he is not using the tunds of
the corporation improperly.

But if the bank has knowledge that the
officer is using the check for his personal
benefit, as for instance, to pay his debt to
the bank, it pays the same at its peril.

The doctrine of agency between a bank
and its depositor, as laid down by the New
York Court of Appeals in Havana Cen-
tral Railroad Company vs. Knickerbocker

Trust Company (198 N. Y. 422), examined"

and disapproved.

N February 28, 1906, C. W. Van
Voorhis, treasurer of the plain-

tiff, the Havana Central Railroad Com-
pany, opened a deposit account in its
name with the defendant, the Central
Trust Company. The account became

active, further deposits were made and
checks were drawn upon it signed
“Havana Central Railroad Company,
C. W. Van Voorhis, Treas.” Among
the checks so drawn and signed were
three upon which this action is based.
These checks were for $26,461.81,
$21,944.55 and $15,000, respectively,
and were payable to W. M. Greenwood
or C. W. Van Voorhis. They were in-
dorsed by Van Voorhis and not by
Greenwood; were deposited in the in-
dividual account of the former in the
Knickerbocker Trust Company; were
presented by that company to the de-
fendant and were paid by it. Van
Voorhis had no right to such checks
and his acts in drawing them amounted
to a criminal misappropriation of
funds. The action was based upon an
alleged breach of duty upon the part
of the defendant in paying the checks.

Noves, C. J. (Omitting part of the
opinion) : The relation existing between
a bank and its customers growing out of
the general deposit and the withdrawal
of moneys is that of debtor and creditor,
and the courts, both in England and in
America, have uniformly resisted all

‘efforts to hold the bank as trustee,

quasi trustee, factor or agent. (1
Morse on Banks and Banking, 4th ed.,
sec. 289). The parties deal at arms’
length. This is true with respect to the
nature of the deposit. It is well settled
that all sums paid into a bank by dif-
ferent gepositors form one blended
fund, and that the depositor has only
a debt owing to him by the bank and
not a right to any specific moneys. So,
on the other hand, when the deposit
is made, nothing short of payment will
discharge the bank; the loss of the
specific moneys deposited is immaterial.
And in respect of the payment of
checks it is the duty of the bank whnen
a properly drawn check is presented
to pay it if there are sufficient avail-
able funds. But the bank does not
make payment because it is the trus-
tee or agent of the depositor. It
makes it to discharge pro tanto the
simple debt which it owes the depositor
who, by his check, gives acquittance
for it. When a corporation opens a
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deposit account with a bank the latter
must be satisfied that the officer sign-
ing checks is authorized to do so, and if
it pay without question it takes the
risk of being held still liable for the
amount  irregularly paid away.
But the bank assures itself of the
authority of the corporate officers for
its own protection in discharging its
indebtedness to the depositor and not as
the agent of the latter. We think that
it is not correct to say that a deposi-
tary bank is the agent of the depositor
to determine whether a check drawn
conforms to the contract between them.
It rather determines the question at its
peril.

Not accepting, then, the proposition
that the obligation of the defendant
bank to the plaintiff was that of an
agent, and looking at the case without
regard to the previous litigation, we
come to the inquiry whether, upon the
facts and circumstances of this case,
the defendant was put upon inquiry by
the checks in question. So far as this
defendant was concerned there was
nothing suspicious about the checks
except that they were drawn by the

general fiscal officer to his own order

and were indorsed by him; other simi-
lar checks had been drawn and paid
before.

The defendant did not know the
history of the checks. It did not have
the knowledge of the Knickerbocker
Company that the treasurer was using
the checks for his personal benefit.
That which it knew was that which ap-
peared on the checks themselves when
presented for payment. It appeared
that the treasurer might have been
guilty of a breach of trust and have
been attempting to misappropriate the
moneys of his corporation.

On the other hand, there might have
been no breach of trust. The checks
might have been drawn in favor of the
treasurer for entirely legitimate corpor-
ate purposes. Transactions were dis-
closed which might or might not have
been breaches of trust, according to
circumstances unknown to the defend-
ant. In such circumstances we think
that it was not the duty of the defend-

ant to question the checks, and that the
language of Judge Hammond in
Walker vs. Manhattan Bank (25 Feb.,
247, 255), upon an analogous subject,
is applicable:

“At all events the bailee must know
that the contemplated appropriation is
a breach of trust, not merely that a
certain transaction is about to be con-
summated, which may or may not be a
breach of trust, according to circum-
stances unknown to him.”

It must be observed that we are far
from holding that a bank is free under
all circumstances to pay without ques-
tion checks drawn by corporate officers
to their own order.

While a bank may dcal with its
depositors at arm’s length, it must take
care to pay out their moneys only upon
authorized orders. If it fail to use
due care it may be required to pay
again. Consequently, while in case of a
corporate check signed by an officer
with express or implied authority, the
mere fact that it is drawn to his own
order and therefore may be improperly
used will not require the bank to ques-
tion it.

But if the bank have knowledge that
the officer is using the check for his per-
sonal benefit, e. g., to pay his debt to
the bank or to deposit it to his personal
credit, then the bank is put upon in-
quiry and, if it fail to make it, pays
at its peril. But the bank owes this
obligation not because it is the repre-
sentative of the depositor, but because
it has no right to discharge its debts
to its depositors except on their author-
ized orders, and a check misused by a
corporate officer cannot be regarded by
a bank having notice of its misuse as an
authorized order.

It must also be observed from another
point of view, that to reliecve a bank
from questioning the validity of checks
in the form under consideration works
no real injustice to corporation deposi-
tors. Corporations may protect them-
selves by requiring counter-signatures,
provided they notify the bank of the
requirement. If they do not choose to
do so. it may fairly be presumed that
they prefer the risk to the incomven-
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ience. In such circumstances it is not
unfair to the depositor to say that if
the bank have notice or knowledge of
wrongdoing it must make inquiry, but
that if nothing wrong in the history of
a check is brought to its attention, it is
not called upon to inquire about it; that
a bank is not bound to question every
corporate check, regardless of amount
—and manifestly no line can be drawn
—merely because it is drawn by a cor-
porate officer to his own order.

For these reasons we think that, as a
matter of law upon the undisputed
facts, the defendant was not put upon
inquiry by the face, form and contents
of the checks, and that the trial court,
in submitting the question fo the jury,
gave the plaintiff more favorable in-
structions than it was entitled to. This
conclusion disposes of the principal
question in the case and renders unnec-
essary the consideration of the subsidi-
ary questions relating to the defend-
ant’s duty if put upon inquiry and to
the plaintiff’s negligence.

Savings Banks

PASS-BOOK—FAILURE TO PRODUCE—BOND
OF INDEMNITY.

Court of Appeals of New York March 6,
1913.

HEXRY J. MEIRKE A8 ADMINISTRATOR, ETC., V8.
JEFFERSON COUNTY BAVINGS BANK.

The relation between a savings bank and
its depositor is that of debtor and creditor.
In an action by a depositor against the
bank to recover a deposit represented by a
lost pass book the complaint need not al-
lege its loss or facts tending to excuse its
non-production. Non-presentation of the
pass book is matter of defense.

The requirement of the by-laws of a bank
that notice to it in writing should be given
of the loss of a pass book is waived by its
failure to require the formality of a writ-
ten notice on being promptly and repeatedly
informed verbally of the loss of the book.

In the absence of any by-law of a savin
bank requiring a bond of indemnity before
paying a deposit represented by a lost pass
book, the refusal of a ‘depositor to furnish
such a bond is no defense to his action to
recover the deposit.

ILHELMINA MIERKE, at the
time of her death, had money
on deposit in the Jefferson County Sav-
ings Bank. Her husband, who was ap-
pointed administrator, was unable to
find the pass-book, notified the officers
of the bank to that effect, and de-
manded payment of the deposit. This
the bank refused, unless the plaintiff
should give a bond of indemnity. This
the plaintif did not do, but instead
brought this action. At the trial, the
complaint was held to be fatally defec-
tive because it did not allege the loss
of the pass-book or any facts tending
to excuse its non-production and pres-
entation, and that the proof did not
show any excuse for its non-production.
The judgment entered upon this deci-
sion was affirmed at the Appellate Divi-
sion by a divided court.

WEeRNER, J. (Omitting part of the
opinion) : The Banking Law (Consoli-
dated Laws, chap. 2) contains many pro-
visions for the regulation of savings
banks. Section 148 provides that the
sums deposited shall be repaid to de-
positors or their legal representatives
in such manner and “after such previ-
ous notice, and under such regulations,
as the board of trustees shall prescribe.
Such regulations shall be posted in a
conspicuous place in the room where
the business of the corporation shall
be transacted, and shall be printed in
the pass books.” Section 152, so far as
material ,provides that no check of a
depositor shall be paid “‘unless the pass
book of the depositor be produced.
* * * The board of trustees may, by
their bylaws, provide for making pay-
ments in cases of loss of pass book,
or other exceptional cases where the
pass book cannot be produced. without
loss or serious inconvenience to de-
positors.”

In pursuance of these statutory pro-
visions the defendant’s board of trus-
tees adopted by-laws which were reg-
ularly printed in its pass books and
posted in its banking room. Among
other provisions, these by-laws pro-
vided: “This bank will, as a rule, pay
all deposits on demand, yet it reserves
the right to require ninety days’ notice
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at its office of intention to withdraw
deposits, the intent of this rule being
solely to protect the bank and its de-
positors in time of public excitement
and danger.” ‘“No money can be with-
drawn or deposited except on produc-
tion of the pass book.” “In case a
pass book shall be lost immediate no-
tice shall be given to the bank in writ-
ing, when payment upon such book will
be stopped.”

The by-laws providing for ninety
days’ notice of intention to withdraw
presents no obstacles to the plaintiff’s
recovery, as the bank never indicated
its intention to require any such no-
tice. Nor does the by-law requiring
written notice in case of the loss of
pass book avail the defendant. The
proof here clearly discloses that while
the bank was promptly and repeated-
ly informed of the loss of the pass
book, it never intimated any desire for
written notice, but, on the contrary,
based its refusal to pay squarely on
the ground that the plaintiff must give
a bond of indemnity.

We have, therefore, to decide wheth-
er the failure to produce the pass book
under the circumstances disclosed by
the record warranted the refusal to
pay. The statute and the banks by-
laws provide that the book must be pre-
sented. The statute further provides
that the bank may adopt by-laws to
provide for a case in which the pass
book has been lost. The defendant’s
trustees have adopted no by-law pro-
viding for such a case, except that it
would require notice in writing. While
the plaintiff gave no written notice, the
defendant did not complain of that in-
formality, and this requirement was
clearly waived.

No request was made of the plaintiff
for further evidence of the loss of the
book or of the circumstances surround-
ing its disappearance, and the question
whether the plaintiff has given satis-
factory evidence of the circumstances
by affidavit or otherwise does not arise
here, as it did in the case of Warhus
vs. Bowery Savings Bank (21 N. Y.,
543), where the plaintiff refused to
comply with the defendant’s reasonable

request for satisfactory evidence of the
loss.

In the case at bar the refusal to pay
is based solely on the ground that the
bank was entitled to a bond of indem-
nity. There is nothing in its by-laws
entitling it to insist upon such a condi-
tion, and in the absence of such a pro-
vision we do not think it was justified
in resisting the plaintiff’s claim on that
ground.

Whether a by-law requiring a depos-
itor or his legal representatives to give
a bond can be regarded as a reasonable
condition is a question we are not now
called upon to decide. All that we de-
cide in the present case is that the
plaintif alleged and proved all the
facts necessary under the circumstances
to make out a good cause of action
(Zander vs. N. Y. Security & Trust
Co., 178 N. Y., 208).

The judgment should be reversed
and a new trial granted, with costs to
abide the event.

Trust Company

LIABILITY OF STOCKHOLDERS—ACTION
TO ENFORCE.

Court of Appeals of New York, April 1.
1913.

GEORGE C. VAN TUYL, JR.,, VS. AUGUST C.

SCHARMANN ET AL.

Under the Banking Law of New York
the superintendent of banks has authority
to institute an action in his official capacity
to enforce the personal liability of the
stockholders.

This authority is not limited by any of
the provisions in the Stock Corporation
Law, nor is it material that the corporation
has not been dissolved by judgment of the
court.

The trust company itself is not a neces-
sary party to such an action.

THIS action was brought by the
Superintendent of Banks of the
State of New York to enforce the lia-
bility of the defendants as stockholders
of the Lafayette Trust Company.
Hogan, J. (Omitting part of the
opinion) : In Matter of Union Bank of
Brooklyn (204 N. Y. 313, 816) Judge
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Werner, construing the act of 1908,
wrote: “The events which led to its
enactment are familiar history of which
we may take judicial notice. The finan-
cial depression of 1907, and the result-
ing embarrassment of many banks, cul-
. minated in a series of receiverships in
which the demands for commissions and
counsel fees were so extravagant as to
arouse an instant popular demand for
reform. To that end the Superintend-
ent of Banks was by statute invested
with the powers which had previously
been exercised by receivers appointed
by the courts. * * * The statutory
- enumeration of the Superintendent’s
duties * * * indicales the legislative in-
tent to transfer to the superintendent
the general duties and functions which
had theretofore been exercised by re-
ceivers.”

The statute of 1908 expressly re-
pealed all acts and parts of acts incon-
sistent therewith, and in unmistakable
language conferred authority upon the
Superintendent of Banks, if necessary
to payv the debts and liabilities of a
trust company, to institute action in his
official capacity to enforce the liability
imposed upon the stockholders thereof
by section 196 of the Banking Law,
unhampered by any limitations con-

tained in the Stock Corporation Law °

or the fact that the charter of the
company had not been dissolved by
judgment of the court. The scheme of
the statute was to provide a procedure
for the liquidation of delinquent corpo-
rations through a department of the
State for the benefit of creditors,
which would be economic and speedy.
The same general plan prevails in the
liquidation of national banks by the
Comptroller of the Currency, and the
relief sought by the complaint in this
action is similar to the relief which was
theretofore obtained in proceedings
authorized to be taken against stock-
holders of bank corporatinns to enforce
the liability imposed upon them by
article 8, section 7, Constitution of
1846 (Laws of 1849, chapter 226;
Banking Law of 1882, chapter 409,
article 6). and which was sustained by

9

this court in Matter of Empire City
Bank (18 N. Y. 199).

In the examination of the questions
involved in this appeal we have not
deemed it necessary to refer to the
liability imposed upon stockholders by
the Constitution of 1894 (Article 8,
section 7), neither have we overlooked
the decisions of this court, called to our
attention by the learned counsel for ap-
pellants. The cases upon which stress
was laid by him were decided before
the passage of the act of 1908.

Damages

WRONGFUL REFUSAL TO PAY CHECK—
EXEMPLARY DAMAGES—WHEN RE-
COVERABLE.

Supreme Court of Kansas, April 12, 1913.

WINKLER VS. CITIZENS STATE BANK OF GEUDA
SPRINGS.

In an action to recover damages for the
wrongful refusal of a bank to pay a check,
the depositor is not entitled to recover ex-
emplary damages unless the bank was guilty
of fraud, malice, gross negligence or op-
pression in so doing.

THIS action was brought to recover
for the alleged wrongful refusal
of the bank to pay this check of the
plaintiff.
At the close of the evidence the court
gave the following instructions relative
to the damages recoverable:

“If you should find for the plaintiff,
in addition to the amount that you find
he is entitled to recover because of the
money deposited in the bank, you should
also find the amount, if any, of the
actual damages he has sustained, if any,
by reason of the failure and refusal of
the bank to pay over the money on said
check. And in determining what his
actual or general damages are you may
take into consideration the evidence of
what expense he has been put to,
caused by said refusal, what damage,
if any, it has been to his standing and
credit as a business man, what he has
been compelled to pay for attorney’s
fees and otherwise in connection with
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looking after the matter prior to the
commencement of this suit, what he has
been compelled to pay out, if anything,
for protest fees, and allow to the plain-
tiff such actual or general damages as,
in your judgment, from all the evi-
dence in the case, will compensate him
for his actual injury sustained, if any,
“by reason of the refusal of the said
bank to pay his check.

“And if you shall find that he is
entitled to recover actual damages in
this case, outside of the money on
deposit, then, if you shall further find
that the refusal of the bank to pay
said check was without good reason,
was oppressive, was malicious, then
you would be justified in allowing the
plaintiff exemplary damages—that is,
what is called smart money or punitive
damages—as punishment for the con-
duct of the defendant in such malicious
act, and the amount of this is left to
the good judgment and discretion of
the jury.”

Smrrn, J. (Omitting part of the opin-
ion): The first paragraph of this in-
struction is approved, except the clause,
“what he has been compelled to pay for
attorney’s fees and otherwise in con-
nection with looking after the matter
prior to the commencement iof this
suit,” which is disapproved. Evans vs.
Central Life Ins. Co., 87 Kan. 641.

There is, however, no evidence that
in the refusal of payment the bank was
guilty of fraud, malice, oppression, or
of any wrongful purpose that would,
in any way, justify the last paragraph
of the instruction. It is erroneous.
See Winstead vs. Hulime, 82 Kan. 568;
Cady vs. Case, 45 Kan. 788.

Promissory Note

PROVISION IN MORTGAGE GIVEN TO
SECURE—EFFECT OF—RIGHT TO PAY
BEFORE MATURITY.

Supreme Court of Nebraska, April 17, 1913.

FISHER V8. O'HANLON ET AL.

A promissory note negotiable in form is
not rendered non-negotiable by a provision
in a mortgage given as security therefor

that the debt or any part thereof may be
paid before maturity.

ENRY HERN and Maria Hern

executed their promissory note,
negotiable in form, payable five years
after date. This note was secured by
a mortgage which contained a stipula-
tion that “the said Henry Hern and
Maria Hern to have the privilege of
paying the sum of $25.00 or $#50.00 at
any time during the five years on ac-
count of said principal sum.” The
question was whether this rendered the
note non-negotiable.

Reese, C. J. (Omitting part of the
opinion): We are not aware that this
identical question has been decided by
this court. We are, therefore, required
to consult the decisions of other courts
of last resort, for we find nothing in the
statute of this State settling the ques-
tion.

In Bowie vs. Hume, 18 App. D. C.
286, a negotiable promissory note was
executed by the makers, and at the
foot ‘of the instrument and below the
signatures were the words, “With priv-
ilege of paying all or any portion any
time before maturity,” signed by the
makers. It was held that this did not
affect the negotiability of the note. See,
also, Louisville Banking Co. vs. Gray,
123 Ala. 251, where the same rule in
principle is applied, and Louisville
Banking Company vs. Howard & Korn-
gay, 128 Ala. 880. In Ackley School
District vs. Hall, 118 U. S. 185, the
school district had issued its negotiable
bond under the provision of a statute,
which declared that the instrument
should be “payable at the pleasure of
the district at any time before due,”
and it was held that this did not de-
stroy the negotiability of the bond, that
it created only an option of the maker
to pay before maturity, but that the
holder could not exact payment until
the day of maturity had passed.

In Mattison vs. Marks, 81 Mich. 421,
it was held that a promissory note by
which the maker agreed to pay a cer-
tain sum “on or before” a day named
was a negotiable instrument, the words
“on or before” only gave the maker
the ?ption before the date of maturity.
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but conferred upon the holder no right
to enforce payment before that time.
See, also, section 4, c. 41, Comp. St.
1911.

In Cunningham vs. McDonald, 98
Tex. 316, it was held that “a promis-
sory note is not rendered non-negoti-
able by the fact that the maker, prom-
ising to pay by a day certain, reserves
to himself by its terms the right to pay
sooner.”

In Leader vs. Plante, 95 Me. 839, a
promissory note was made payable
“‘within one year after date,” and it
was held to be negotiable. The option
to pay did not destroy its negotiability.

The authorities are not entirely har-
monious upon the question of what re-
citals in a note render it non-negotiable.
But we have found nc case where it is
directly held that the rescrvation of a
mere option on the part of the maker
of an otherwise negotiable note or
bond to pay a part of the debt before
maturity, the exact time for maturity
being fixed. destroys the negotiability
of the note. In so far as the time

Replies to Law and
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when the payce may demand and en-
force payment, this note, even with the
stipulation of the mortgage included as
a part of it, complies strictly with the
requirements of section 1, ¢. 41, Comp.
St. 1911, known as the “Negotiable In-
strument Law.”

The case of Campbell vs. Nesbitt, 7
Neb. 800, is relied upon by plaintiff as
sustaining his view of the right to at-
tach the debt in question, but it gives
us no real light upon the question as
the note in that case became due on the
10th day of March, 1872, and was at-
tached in 1874, long after its maturity,
and while yet in the hands of the
payee, who did not transfer it until in
November, 1874, and after judgment
had been rendered against the gar-
nishee. The note was clearly dishon-
ored, and had lost its negotiable quali-
ty at the time of its transfer to plain-
tiff Campbell. Without pursuing this
subject further, we hold that the reser-
vation of the option in the mortgage
did not destroy the negotiability of the
note.

Banking Questions

Questions in Banking Law—submitted by subscribers—which may be of sufficient

general interest to warrant publication

Promissory Note — Payment
to Payee After Transfer

Miwavkee, Wis, May 23, 1913.
Editor Bankers Magazine: -

Sik: A makes a note payable to B or or-
der, and then indorses the note to C as secu-
rity. A meets B some weeks later and gives
him a check for the amount, B promising at
the time to send him the note, but not say-
ing anything about his having transferred
it. The person to whom it was transferred
now demands that A pay the amount to
him. Must A do so? Further, the claim
for which the note was given is only about
one-half of the sum named in the note.
Must A pay the full amount to C or only
the amount for which the note was given as
security ? CrERK.

Answer: In order that the maker of
a negotiable promissory note may dis-

will be answered in this department.

charge himself from liability thereon,
he must make payment to the holder
thereof, and it is his duty to require
a production of the paper before
paying the same, and possession is the
only evidence that he has the right to
rely on. If he pays without the pro-
duction of the paper, he does so at his
own risk. (Loizeaux vs. Fremder, 128
Wis, 198; Wheeler vs. Guild, 20 Pick.
545, 558; Trustees, etc., vs. Lewis, 84
Fla. 424, 428.) In the case first cited,
the Supreme Court of Wisconsin,
speaking of this rule, said: “It is so
simple, and, once understood, furnishes
so easy and sure a means for both
debtor and owner to protect themselves
against unauthorized acts of others,
that it ought not to be weakened or
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confused. The holder can always be
safe by retaining the instrument in
his possession; the debtor, by refusing
payment without actual presentation.
It is justified in application to negoti-
able paper distinctively from other
property by the very dominant purpose
of easy and probable transfer at any
moment, so that what may be true as
to ownership of such paper on one day
is likely to be changed on the next.
Of the probability or such change the
negotinbility of the instrument is a
continual warning.”

As to the amount which C may re-
cover of A. it would be the amount
which the note was given him to secure.
For as he would have to account to B
for the surplus, the court would not
requirc A to go through the useless
form of paying this surplus to C, and
then getting it back again from B.

Directors—False Report—
Liability For

PirrssureH, Pa., June 2, 1913.

Editor Bankers Magazine:

Sm: Please inform me what liability di-
rector of a national bank incurs in signing
a report of the bank’s condition. Is he
bound to satisfy himself that the report is
correct in every respect? Suppose he should
sign such a report and afterwards the bank
should become insolvent, would he be liable
to the ‘depositors? DirecTos.

Answer: It has been held by some
State courts that if the directors of a
national bank attest a false report of
its condition, they will be liable to the
person who is thereby deceived to his
injury, and that it is not material
whether they knew the report to be
false. (Yates vs. Jones, 74 Ncbh.
734; Gernes vs. Mosher, 58 Neb. 185;
Smalley vs. MecGraw, 148 Mich.
884.) But these decisions have been
overruled by the Supreme Court of the
United States, which has held that
this was too rigorous a rule (Yates vs.
Jones Nat. Bank. 206 U. S. 158); and
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it is now finally established that the
test of linbility in such a case is the
provision of the National Bank Act.
viz., that the act was done knowingly,
and a depositor suing a director in an
action of deceit for attesting a false
report must show that the director
cither knew that the report was false,
or was guilty of something more than
mere negligence in failing to discover
its falsity.

.

Check — Payable to Bearer —
Indorsement of

Newark, N. J., June 2, 1913.

Editor Bankers Magazine:

Sik: We had a check presented to us in
payment of a bill, which was drawn payable
to A or bearer, and which A had indorsed
payable to B. Could we safely take such a
check without B's indorsement?

MERCHANT.

Answer: The Negotiable Instru-
ments [.aw provides that “where an in-

strument payable to bearer is indorsed

specially, it may nevertheless be fur-
ther negotiated by delivery; but the
person indorsing specially is liable as
indorser to only such holders as may
take title through his indorsement.”
(Section 40, New Jersey Act.) Inthe
case cited, therefore, the person to
whom the check was offered would have
acquired a good title to the same,
without the indorsement of B; and if
he had to sue on the check, he could
strike out the special indorsement to
B. and claim as the holder by deliv-
ery. (Mitchell vs. Fuller, 15 Pa. St.
268.)

His Escape

There was a young lad who did hanker,

‘When of age to become a great banker;

But his mother defied him,
Most cruelly guyved him.
And afterward he lived to thank her.
—Number Forty.



Bank Clerks’ Mutual Benefit Association
Providence, R. 1.

ROM a description of the above-

named organization appearing in

the “Providence Journal,” it appears

that the bank clerks of that city have

solved the problem of providing life in-

surance for themselves at reasonable
cost.

The Bank Clerks Mutual Benefit As-
sociation of Providence has, in the
vear recently closed, a record of trans-
acting  business which involved the
handling of approximately $130.000;
paying since its organization $62,000
on account of deaths and relief ex-
tended, its work has been carried on at
a total cost of but $8,828.81 for the
forty-two vears. This has included an
annual outlay of $50 for accountant
services. There is no other fixed item
of expense. and no salaries are paid,
even the collections of assessments from
members being made through the clear-
ing house without cost to the associa-
tion.

In planning the organization it was
aimed to provide for high-class social
entertainment as well as furnishing life
insurance to members—an aim which
has been adhered to. The association
was  permanently  organized  with
fifty-eight members, of whom seven-
teen are still living and in good
standing in the organization. Moses
E. Torrey was the first president, serv-
ing till 1885 when he was succeeded by
George C. Noyes. who was succecded
in 1893 by John W. Vernon. In 1902
Herbert .J. Wells became president,
and in 1912 he resigned. His succes-
sor was H. Howard Pepper, who holds
the presidency at the present time.

In 1872 the association was chartered
under the laws of Rhode Island.

Originally the association was author-
ized to hold property to the value of
$50.000, but in 1904 the charter was
amended, extending this privilege to
£75.000.

Membership is limited to officers and
clerks. being under sixty years of age,

connected with or employees of national
banking associations, banks, institu-
tions for savings, trust and safe deposit
companies incorporatcd by and doing
business in the State of Rhode Island,
or banking houses clearing at or re-
deeming through the Providence Clear-
ing-House.

At the outset of the association it
was not required that the menbers

H. Howarp PEPPrEx

PRESIDENT BANK CLERKS' MUTUAL BENEFIT
ASSOCIATION, PROVIDENCE, R. I.

should undergo any physical examina-
tion, but later, and as a wise precau-
tion, such examinations were provided
for. i

At the recent annual mecting it was re-
ported that there were #7383 memberships,
of which 1t5 were second member-
ships, or double insurance. There have
been ninety deaths since the association
was formed and $62,100 has been paid
out for death losses and for relicf. The
association holds assets of the market
value of nearly $£66,000 and has mem-
bership and memorial funds aggregat-
ing nearly $62,000. The total amount
of risk now in force is $382.900, in-
cluding 879 memberships at $500 and
289 at $600.

So conservatively is the association
managed that it gives to its members in-
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surance on $500 at the rate of $6 per
year if they join under the age of
twenty-five years, and from that rate
of assessment up to $25 per year if
they join between the ages of fifty-five
and sixty vears. :

From the first the association has en-
joyed not only the financial backing of
the banks, trust companies and safe
deposit corporations, but it has received
their moral support. In money form the
banks have contributed in excess of
$10,000 to the association’s fund. In
other ways they have substantially up-

held the organization and stimulated its
members to observe one of the cardinal
objects of the association, namely, the
promotion of better acquaintance and
the maintenance of friendly relations,
conditions which count for better work
and truer harmony in banking circles.

The officers are: President, H. How-
ard Pepper, Industrial Trust Co.; vice-
president, Edward A. Havens, Mechan-
ics National Bank; secretary, Harry W.
Simmons, Rhode Island Hospital Trust
Co.; treasurer, Charles P. Brown. Black-
stone Canal National Bank.

INVESTMENTS

Conducted by Franklin Escher

In the Event of Dissolution

Possible Effects of a Victory by the Government in the Suit
Against the U. S. Steel Corporation Now Being Tried

By H. P. Tavror or H. P. Tavyror & Co., PirrssuraH.

WHEN back in September of 1911
it was first rumored that the
Government proposed to urge the courts
to dissolve the United States Steel Cor-
poration, the general opinion expressed
was that the outcome of such proceed-
ings would be quite different from that
achieved in the Supreme Court decisions
in the American Tobacco and the
Standard Oil cases. Confidence was
strengthened later by a remarkable doc-
ument, signed by J. Pierpont Morgan
and Elbert H. Gary, in which it was
stated: “In all its operations, the com-
pany had scrupulously obeyed the law
and recognized the just rights of its
competitors and the consumers of its
products. * * * * The directors are
advised by its counsel that its existence
is not in violation of the Sherman Act,
as interpreted in the recent decisions of
the Supreme Court. In view of this
record and this advice, the directors

feel their duty to their stockholders,
their employees and the public requires
that they should set at rest all rumors
to the effect that they are contem-
plating the dissolution or disintegra-
tion of the corporation, either volun-
tarily or at the demand of the Govern-
ment. We believe that the organization
is legal, that its management is proper,
that its properties are of immense
intrinsic value and that the corporation
is of benefit to the public interest.”
Just a month later, on October 26, the
suit for dissolution was filed at Tren-
ton, New Jersey. The immediate
severe decline in the stocks of the cor-
poration was offset, as an influence on
public sentiment, by a straightforward
reply to the contentions of the Govern-
ment by Chairman Gary and by a rapid
recovery on the Stock Exchange, which
extended from fifteen to twenty per
cent. in a long list of securities.
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Offhand opinion on the action of the
Department of Justice, in instituting
proceedings against the Steel Corpora-
tion and in demanding dissolution, not
only of the holding company, but of
important component subsidiaries, was
that the Government would experience
great difficulty in establishing its case.
The attorney general’s presentment,
however, reveals a strong marshaling of
facts which steel trade authorities pro-
nounce incontrovertible insofar as
history of the organization and intents
of incorporators of the corporation and
of practically all of its subsidiaries are
concerned. The vulnerable features,
from an operating standpoint, are also
apparent and, of course, include the
Great Northern ore lease, the acquisi-
tion of the Tennessee Coal, Iron &
Railroad Company in 1907 and the
ownership of a number of very valuable
railroad properties, with many attend-
ing and radiating emoluments thereunto
attached.

Before considering what the Supreme
Court may eventually command, it is
prudent to suggest several contingencies
that might easily occur. On the day
the Government suit was filed, the
directors of the Steel Corporation, in
line with previous semi-official utter-
ances, had decided to surrender the
Great Northern ore lease at the earliest
possible date permissable under the con-
tract, January 1, 1915. It is intimated
that the corporation would willingly
sell the Tennessee Company and that

frank admission has been made of the
probably propriety of disposing of the
railroad properties. No new discovery
is entailed in the deduction that profits
from transportation, by movements of
an enormous tonnage of raw materials
over its own lines, for account not only
of subsidiaries but for competitors as
well, at prevailing exorbitant rates, and
by pro-rating with other railroads on
the great bulk of its entire finished and
semi-finished traffic, gave the alleged
Trust a dominating influence in the
jron and steel trade. This factor was
long since referred to as one of the
essentially powerful features of the
combination and one that could be ex-
ercised, if desired, in somewhat similar
fashion as used by the Standard Oil
Company in obtaining control of the
petroleum industry. That it did not so
direct its energies is to the credit of
the Steel Corporation; its attitude
towards its competitors won their
friendship and codperation. The codp-
erative spirit nevertheless was nothing
more or less than an attempt to hold
prices of iron and steel commodities at
a comparatively high and uniform
level, and was a plain violation of the
Sherman law.

Tue QuestioN oF COMPETITION.

If the Steel Corporation is to be dis-
solved and disintegration permitted akin
to the method of procedure in the
American Tobacco and Standard Oil
reorganizations, no one should feel un-
duly excited about the prospects of
acute competition among the companies
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into which division might be ordered.
Trade authorities naturally differ in
their ideas as to the form of dissolu-
tion the Supreme Court would require,
although there is a rather common
belief regarding the probable attitude
towards the ore lease, the Tennessee
Company and the controlled railroads.
Rearrangement of the constituent parts
into possible independent operating
companies does not involve obstacles
that cannot be overcome nor features
of monopolistic tendencies that cannot
be eliminated. We are not attempting
to minimize the arduous labor necessary
to make a proportionate and equitable
distribution of the assets and obligations
as well as the stocks of the Steel Cor-
poration, but we do believe a plan can
be evolved whose essential features will
satisfy the letter and spirit of the law
and at the same time restore more than
a semblance of competition.

The trade combinations in various
branches of the industry were admitted-
ly organized in 1898 and 1899 for the
purpose of securing practical monopoly
thercof, despite protestations that the
consuming public would benefit by
reason of efficient and centralized man-
agement, lower costs and improved
quality of the product. What immedi-
ately followed was a remarkable boost-
ing of prices, with the natural sequence
that consumption was restricted. The
test of stability and endurance was
rapidly coming to a focus and the im-
mediate future became much clouded
when, in 1900, Mr. Carnegie boldly
announced the purchase of a tract of

10

land along the lake front upon which
a great tube plant was to be erected.
The consternation produced thereby
precipitated the formation of the Steel
Corporation in order to prevent the
Carnegie Steel Company from assuming
a predominance that would crush the
highly over-capitalized combinations.
Meanwhile, the expansion of inde-
pendent capacity has nullified the
monopolistic proportions of total output
held by the subsidiaries in 1899 and it
is not now necessary or essential that
they be disbanded. This is a lay
opinion, but it leads to the conclusion
that, after dissolution, the following
will embrace practically the entire list
of segregated and operating corpora-
tions: The Carnegie Steel, the Federal
Steel, the American Steel & Wire, the
American Sheet & Tin Plate, the
National Tube and the American
Bridge Companies. No consideration
is given in this estimate of the fact
that several of the merged companies
have been further consolidated, and that
important additions to the original
organization in 1901 have been made
by purchase and through construction
out of earnings. Admitting that such
constituents may present vexatious
problems, a study of the situation tends
to convince that the companies enum-
erated afford a basis of dissolution that
should satisfy the most exacting and
assure stockholders therein that their
rights have been protected and that
each corporation is abundantly able to
maintain a formidable position in a
sharply competitive market.
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CoxTtoL oF SEGREGATED COMPANIES.

Control of the segregated companies
becomes a highly interesting conjecture.
Powerful financiers dictate the policy
of banking and fiduciary institutions
and mining, public utility, industrial
and transportation corporations by con-
trol of credit, incidental to what might
be added a surprisingly limited amount
of security holdings as compared with
total issues. The Steel Corporation is
not different in this respect from
almost any great aggregation of capital
that might be mentioned. But a dis-
tribution of its securities among (sevem)4
companies would mean (1) that Wall
Street would be compelled to materially
increase the amount of money actually
invested and (2) that the value of the
new securities would naturally depend
on the position in the trade likely to
be attained by the different companies.
Pittsburgh believes that, after dissolu-
tion, the Carnegie Steel Company
would immediately assume dominance,
not only because of its low costs of
production, but its control of raw mate-
rial and the wonderful operating effi-
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ciency which made possible its
unparalleled record as an independent
organization. Consequently, it seems
evident that control of the Carnegie
Steel Company would be quite as im-
portant to the industry as a whole as
it was in 1900, when its power and
influence were of such a character that
the bankers of the various iron and steel
corporations feared that the company
would become a virtual monopoly by
reason of its ability to make and sell
steel cheaper than any rival. This
being a possible eventuality, the Pitts-
burgh expectation is that it would be
only a comparatively brief period until
the situation prevailing here prior to
the Steel Corporation’s existence is
reéstablished. If the securities of the
corporation are to be distributed pro
tata, the great number of stockholders
affected, 120,000, is a practical guar-
antee against a repetition of the fiasco
incident to the American Tobacco and
Standard Oil disintegration, in which
the limited number of share owners
could mean nothing else than a mere
change of form.

The Income Yield on Investments

How to Figure the Net Return on Securities Bought Above
or Below Par

By F. VierrLiNng oF THE Mississippt VALLEY Trust Co., St. Lovis.

CONSERVATIVE investor con-

siders the income yield of his in-
vestments as a most important element
entering into his consideration of any
securities offered. Where the cost of
a security is the same as its par value,
the income yield is the same as the
dividend rate on shares purchased or
the contract rate of interest on bonds
and notes purchased. Where the cost
of a security is greater than its par
value, or is less than its par value, such

fact has an important bearing on the
income yield of the investment.

L
We shall first discuss the matter with
reference to shares purchased. In

theory income is payable at the end of
the vear. If the annual dividend is
payable in equal semi-annual or quar-
terly installments, mathematically the
stock will pay a slightly ‘higher rate
than an annual rate. Money is worth
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the prevailing current rate of interest,
and where money is paid in advance,
proper allowance by way of interest on
the advance payment should be made.
Except in very large investments, the
difference between the semi-annual or
quarterly and the annual payments is
inconsiderable, and is, therefore, gen-
erally disregarded, and income calcula-
tions are made as if the income were
all paid at the end of twelve months,
instead of at periods of less than one
year.

It is apparent that on a purchase at
par of $100 face value of stock, paying
dividends of six per cent. per annum,
payable annually, the investor has an
investment paying him six per cent.
on the $100 cost of the stock. On a
share of $100 par value, paying divi-
dends of six per cent, per annum on
par, bought at price of $110, the income
yield of the investment is 5.5 per cent.
On a share of $100 par value, paying
dividends of four per cent. per annum
on par, bought at price of $90, the
income yield of the investment is 4.44
per cent. It is simply a matter of divi-
sion in either case to demonstrate this,
as no uncertain factors are involved.
Theoretically shares may be regarded
as permanent obligations, having no
maturity, and, therefore, no question of
maturity of the investment affects the
income yield.

II1.

We shall now discuss the matter with
reference to bonds purchased. The
same principles apply to notes pur-
chased. It is self-evident that at par
a bond of the face value of $100, bear-
ing interest at six per cent. per annum,
payable annually, whatever its maturity,
will pay the investor six per cent. on
the $100 cost of the bond. Interest on
bonds is usually paid semi-annually

12

and, mathematically, the payment of
annual interest in two equal semi-
annual payments is slightly better than
six per cent. annually, for the same
reasons as above explained in connec-
tion with dividends payable in install-
ments. Where the investor pays a pre-
mium in excess of the face value of the
bond, or is allowed to discount from
its face value, a factor enters the trans-
action that must receive attention, as
bearing on the true income yield of the
investment. On payment of the bond
at maturity the obligor will be required
to pay the face value of the bond, irre-
spective of the cost of the bond to the
investor. If the investor shall have
paid a premium in excess of the par
value, on payment at maturity he will
receive only the par value, or less than he
paid; and if the investor shall have
purchased the bond at a discount below
par value, on payment at maturity he
will receive more than he paid. These
differences are fundamentally related to
the income yield of the investment, and
necessarily vary with the length of time
different bonds have to run, from the
date of their purchase to date of their
maturity.

The question whether the premium
paid or discount allowed must be ad-
justed in one year or in a series of
years is a very important one, in rela-
tion to the true income yield of the
bond. If all the premium paid be
offset against the amounts collected as
interest on the bond within the first
year or the first few years of the in-
vestment, the offset may absorb all of
the collections; whereas, if the pre-
mium be offset against the collections
proportionately during the entire period
of years until the maturity of the bond,
the offset each year will not absorb all
off the amounts collected as interest on
the bond, and the bond each year will
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show a reasonable income yield. In
case of a bond bought below par, if all
the discount be credited as an earning
during the first year or first few years
of the investment, the income for such
year or years will appear abnormal;
whereas, if the coupons.collected from
year to year for interest on the bond
and a proportionate amount of the dis-
count from year to year be credited
to income, the investment will show
only a reasonable yield. The process
of adjustment from year to year of
premium paid and discount allowed on
purchase of a bond is called amortiza-
tion.

AMORTIZATION.

There are several bases for the
amortization of premiums paid and dis-
counts allowed on bond investments, and
various tables have been prepared by
experts, involving intricate mathematical
calculations of the present worth of
future collections of face of coupons
and bonds. A more readily understood
method of amortization is what is
known as the level basis method, and
that we shall now cxplain.

On the level basis method a propor-
tionate amount is set aside each year
out of proceeds of interest coupons on
the bond, so that the aggregate set
aside until the maturity of the bond
shall equal the premium paid at the
purchase of the bond. Under this plan
the amounts reserved from time to time
are not assumed to be reinvested until
the maturity of the bond, but are held
without interest. The level basis plan
is a simple mathematical process.

To illustrate: Suppose an investor
purchases at 110 a bond of the par
value of $100, bearing six per cent.
interest and having ten years to run.
At maturity he collects the face value
of $100; he will thus lose $10 on the

bond, as by way of principal. During
the ten years the investor will collect
interest coupons aggregating $60. Off-
setting against the $60 the loss of $10
premium paid on the bond as above,
will leave a net return on the bond
during the ten years of $50, or an
average of $5 per year. From this it
would appear that the income yield on
the six per cent. bond was five per cent.
Ordinarily the level basis plan will
answer, though not scientifically exact.
To be more exact, an allowance as for
interest should be made on the premium
paid, until the premium be refunded.
This would reduce the net return to
less than five per cent., or, according
to standard semi-annual bond tables to
approximately 4.70 per cent.

To illustrate further: Suppose an
investor purchases at 90 a bond of the
par value of $100, bearing four per
cent. interest and having ten years to
run. At maturity he collects the face
value of $100; he will thus gain $10 on
the bond as by way of principal; dur-
ing the ten years the investor will col-
lect interest coupons aggregating $10.
Adding to the $40 the gain of $10 dis-
count allowed on the bond as above,
will show a net return on the bond
during the tcn years of $50, or an aver-
age of $5 per year. From this it
would also appear that the income yield
on the four per cent. bond was five
per cent. If interest should be esti-

Advertisers in THE BANKERS MAGA-
ZINE are assured of a bona fide circuls-
tion among Banks., Bankers. Capitalists
and others in this and foreign countries.
at least double that of any other monthly
banking publication
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mated on the discount allowed until the
discount is equalized, this would in-
crease the net return to more than five
per cent.; or, according to standard
semi-annual bond tables, to approxi-
mately 5.80 per cent.

Under the level basis plan of amorti-
zation, on a bond having ten years to
run from date of purchase, one-tenth of

the amount of the premium paid is re-
served each year from proceeds of
coupons, or one-tenth of the discount
is credited each year. Thus by the
time of maturity the full premium paid,
or discount allowed, will have been ad-
justed under the level basis plan of
amortization, the same as would occur
under the scientific present worth plan.

Investment and Miscellaneous Securities

Quoted by J. K. Rice, Jr., & Co., Brokers and
Dcalers in Miscelianeous Securities, 86 Wall
St., New York.

Bid. Asked
Adams EXpPress .......coveveenn ....130 140
‘American Bank Note Com. ....... 48 191
American Bank Note Pfd. ....... . 51 54
American Brass ........... vesesss .131 136
American Chicle Com. ............ 194 199
American Chicle Pfd. ............. 92 a7
American Dist. Tel. of N. J..... ... 51 53
American EXDress ......c.....0a... 157 162
Atlas Portland Cement Com.. ... 30 53
Atlas Powder Co. ............. ... 87 91
Autosales Gum & Chocolate . 16 22
Babcock & Wilcox .............. .. 98 9914
Borden's Condensed Milk Com.....113 114%
Borden’'s Condensed Milk Pfd...... 102 104
Bush Terminal ............... vens. 50 60
Cellulold Co. ...............00ue ...127 0 130
Childs Restavrant Co. Com......... .. 142
<’hilds Restaurant Co. Pfd. ..... ... 988 102
Computing-Tabulating-Recording ... 38 42
Connecticut Ry. & Light Com....... 68 7
Del.,, Lack. & Western Coal........260 280
E. I. du Pont Powder Com...... ..128 131
E. 1. du Pont Powder Pfd........ . 88 91
Emplre Steel & Iron Com......... .. 13
Empire Steel & Iron Pfd. .......... 35
General Baking Co. Com. .......... 16 21

Bid. Asked.
General Baking Co. Pfd. .......... 62 67
Hercules Powder (o. ..... cebeaeese 91 95
Hudson Companies Pfd. .......... 9 e
Hudson & Manhattan Cem. .. ..... 2% ...
Hudson & Manhattan Pfd. ........ R
International Nickel Com. ......... 119 122
International Nickel Pfd. ......... 99 101

International Silver Pfd. .......... 124 13¢

Kirgs Co. E. L. 114
New Jersey Zinc ...... 580
New York Rallways ..." 27
Otis Elevator Com. T2
Otis Elevator Pfd. e 98
Phelps, Dodge & Co. ..............212 218
Pope Mfg. Com. ..........cocnvunn 10 13
Pope Mfg. Pfd. .............c.00.en 11 44
Remington Typewriter Com. ...... 30 35
Remington Typewriter 1st Pfd..... a7 100
Remington Typewriter 24 Pfd...... 95 98
Royal Baking Powder Com......... 186 194
Royal Baking Powder Pfd. ........ 10315 105
Safety Car Heating & Lighting ....109 111
Sen Sen Chiclet ... .. . il 1

Singer Mfg.
Standard Coupler Com.
TUnion Ferry ............
U. S. Express .......... ..
Virginlan Rallway .............
Wells Fargo Express ...
Western Facide ........... .. .,

The New Banking and Currency Committee, House
of Representatives

FTER considerable delay, the

Banking and Currency Commit-

tee of the House has been organized,

with Hon. Carter Glass of Virginia as

chairman. Following are the members
of the committee:

Carter Glass, Chairman, of Virginia;
Charles A. Korbly of Indiana; William
G. Brown of West Virginia; Robert
J. Bulkley of Ohio; George A. Neeley
of Kansas; Thomas G. Patten of New
York; Claude U. Stone of Illi-
nois; Michael I'. Phelan of Massa-

chusetts; Joe H. Engle of Massachu-
setts; Otis T. Wingo of Arkansas;
Harry H. Seldomridge of Colorado;
Emmett Wilson of Florida; Claude
Weaver of Oklahoma; J. Willard Rags-
dale of South Carolina: Charles A.
Lindkerg of Minnesota; FEveris A.
Hayes of California; James F. Barke
of Pennsylvania; Edmund Platt of
New York; Frank E. Guernsey of
Maine; Frank P. Woods of Iowa;
George R. Smith of Minnesota.
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SAFE DEPOSIT

Has the Woman Use for a Safe Deposit Vault?

THIS question is thus affirmatively

answered in a very attractive
booklet sent out by the Union Trust
and Savings Bank, Spokane, Washing-
ton.

To be sure she has. Her home
contains many prized keepsakes and
heirlooms which, by reason of their
association, could never be replaced if
stolen or destroyed by fire.

They should not, therefore, be en-
trusted to bureau drawers or other
nooks about the home where they are
likely to become mislaid or forgotten,
and where they will have little if any
protection against fire or theft.

Home robberies occur frequently,
owing to the insecurity of such hiding
places. Even home or wall safes have
proved inadequate to prevent the dep-
redations of the burglar.

Furthermore, people come and go
more or less freely in the household,
and are bound to learn many of the
hiding places which contain the family
treasures.

Clearly, then, valuables are not safe
in the home, and the home woman
needs the security of a safe-deposit
box.

Besides her own costly jewels and
certain cherished relics of enough in-
trinsic value to tempt the marauder,
the woman frequently has the custody
of papers relating to the management
of the home.

The household furniture and the
home itself are insured—but where are
the policies—the very papers that will
be needed first in case of fire? Too
often they are laid away in a compart-
ment of the writing desk, within the
house they insure.

Then she may have some investments
of her own—bonds or mortgages, certi-
ficates of deposit, stock certificates, a
savings pass book and perhaps her will.
There are always valued documents and
letters which must be kept in privacy
and security. What place is there that
so completely answers the requirements
as does the safe deposit box?

Vast Expenditures in Vault Construction

LTHOUGH cnormous sums are

‘ being spent upon the construc-

tion of modern safe-deposit vaults,
these sums constitute but a small per-
centage of the great value of the secur-
ities, money and other forms of prop-
erty to which the vaults give shelter
and protection. Even if there were no
real danger from fire, flood, and the
evilly-disposed, these costly and elab-
orate safeguards for the protection
of wealth would still be necessary for
the peace of mind of those who are
the custodians of so much wealth.
Uneasy is said to lie the head that
wears a crown, but far more restless
would be the head of a banker whe

16

sought to dispensc with the protection
to the valuables in his custody which
the modern art of safe-building af-
fords.

Perhaps the danger from attack
upon valuables by human agency might
be guarded against with much less
elaborate and costly equipment than
that now employved; but even if the
possibility of attack from this source
were eliminated altogether, there would
remain the danger from the elements
against which the utmost precaution
must be taken if it is to be effective.

The bank with millions in its keep-
ing can not afford to run any chances.
The confidence inspired by the physical



SAFE DEPOSIT 47

precautions taken to safeguard wealth
constitutes one of the valuable assets
of a bank. This confidence is ob-
tained only by incurring large expen-
ditures for vault equipment, and is

therefor costly; but this cost is as
nothing to the loss of prestige the
banks would feel if it were an easy
matter to steal or to destroy the valu-
ables entrusted to them.

Safe Deposit Service in Time of Need

D URING the great fire in San Fran-

cisco in the spring of 1906 the
people were naturally greatly con-
cerned about the safety of their valu-
ables. Many who did not have safe-
deposit boxes or safes rented, took
their papers and money to the nearest
bank or trust company for safe-keep-
ing. An officer of the Mercantile
Trust Company stated that they threw
their vaults open to all comers with-
out charge, and that so many took ad-
vantage of the offer it was impossible
to do more than give them a place for
storage within the vaults, each deposi-
tor keeping track of the things depos-
ited. Amidst all the confusion caused

by this sudden onrush of new deposi-
tors, not a dollar’s loss was reported.

Doubtless this experience was dup-
licated many times in the course of that
memorable disaster.

The people seemed surprised that
the company, instead of exacting a
high rate for its services at such a
time, offered its facilities without
charge, refusing to profit from the
necessities born of calamity.

The losses experienced in San Fran-
cisco in 1906 would have been much
greater than they were had it not been
for the protection offered by the safe-
deposit vaults.

Co-operative Borrowing for Dairy Purchases

FEW developments of recent years

have been of more importance than
the growing spirit of codperation
between banks and the farmers. A re-
cent phase of this codperation is a
movement for obtaining funds from the
banks to be employed in the purchase
of dairy cattle. At Ashland, Wiscon-
sin, the Commercial Club has addressed
to local banks the following communi-
cation:

As vou are probably aware, the Wis-
consin State Bank, at Iron River, Wis,,
is making a proposition to the farmers
in that vicinity to aid them in buying
cows. We are trying to do something
along the same lines for the farmers in
this vicinity. A plan has been outlined
for your consideration as follows:

Will you loan not to exceed $10,000
to farmers at 6 per cent. for the pur-
pose of buying good cows? The loan

to be made on the note of the farmer,
payment to be secured by chattel mort-
gage on all cows he has including what
is purchased with money loaned. The
business men of the city to furnish a
guaranty against loss to the amount
of $1,000 or 10 per cent. of the amount
loaned, the amount of liability of each
guarantor to be limited by the amount
set opposite his name. No loan to be
made except on the recommendation
of a committee of the guarantors and
then to be subject to the approval of
the bank. The committee of the guar-
antors to have the right whenever they
consider the security jeopardized by
reason of lack of care of cows, or oth-
erwise, to foreclose mortgage for bene-
fit of the bank.

The loan to be repaid by one-half of
the entire milk or cream check of each
farmer borrowing; with an agreement
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that he will sell all his milk or cream
to some cheese factory or creamery
satisfactory to all parties.

One object is to secure good cows—
cows that will make the farmers a profit
instead of mere boarders. To accom-
plish this we hope to get an expert to
buy good grade Guernsey or Holstein
grades.

As we desire to submit this to the
business men soon, we would appreciate
an early answer. If the plan sug-
gested is faulty, please suggest a bet-
ter. This plan has been submitted to
both banks and we would like to have
their codperation.

This suggestion has met with a fav-
orable response from the banks.

New York Trust Companies’ Report of Condition,
March 7, 1913

Resouvnces.

Stock and bond investments, viz.:

Public securitics ........iiiiiiiiii i i i i i e i et ta e $83,958,331
Other securities .........cciiiiiiiiiiiininierieieinreetenenennnnnanns 329,320,613
Real estate owned ......... ... ittt i i i it 39,392,601
Mortgages owned ... ... . i et i i e 94,035,864
Loans secured by bond and mortgage, deed or other real estate collateral.. 12,855,300
L.oans secured by other collateral ............ ... ... .l 571,137,538
Bills purchased, ‘not secured by collateral ................................. 186,657,744
Overdrafts ......ciiiiiiiiiiiiiiii ittt ittt ittt 89,733
Dvue from trust companies, banks and bankers............................ 147,958,475
S T e 122,559,236
United Statcs legal tender notes and notes of national banks............... 15,749,022

Cash items, viz.: Bills and checks for the next day’s exchanges; other items
carried as cash ......... ettt et e 14884 ,819
Other Assets .........iiiiniiiii ittt ittt it et iete i 2,493,024
Add for cents ...ttt i i i i e it e 35
Total .......ooviviiiiii.t. G reeieenaeittesastarectoentastenananaa $1,663.592,335

LiABiLITIES.

Capital ... e i et e $75,950,000
Surplus (including all undivided profits) on market value of stocks and bonds 181,211,647
Unpaid dividends and reserve for taxes, interest, ete....................... 3,489,536
Preferred deposits—Amount due New York State Savings Banks........... 48,364,164

Amount due New York State Savings and Loan Associ-
BONS i i e et e e 703,565

Trust deposits not payable under the conditions of the
trusts within 30 days ........................... 33,967,027

Due as Executor, Admimstrator, Receiver, Trustee, Com-
mittee or Depositary............................ 45,921,068

Deposits secured by outstanding unmatured bonds issued
by the State of New York....................... 9,242,413

Other deposits secured by a pledge of 'I'rust Company
T 6,135,195
Deposits otherwise preferred ..................... 1,136,496
Due depositors, not preferred ........... ... ... .. 1,112,661,316
Amount due ‘I'rust Companies, Banks and Bankers ........................ 89,183,600
Bills payable ... . ... e 80,000
Other liabilities ......... . i 55,595.974
Add for cents ... R4
Total . $1,663,592,335

.............................. $1,347,265,144.



BANKING PUBLICITY

Conducted by T. D. MacGregor

Service As An Advertisement

By W. D. VincenT, CasHIER OLD NartioNAL Bank, SpokanNe, WasH.

HE bank which refuses to adver-

tise merely because it is difficult to
determine the exact returns which it
secures, will in all probability soon be
the bank which must be content to take
care of the business its competitors do
not care for, for stagnation will surely
result from a policy which does not
take into account the value of proper
publicity. I believe that the chief value
of the printed advertisement is in the
way of what might be termed general
publicity, that is in keeping the name
of the bank and its officers constantly
before the public, and in keeping that
public informed as much as possible as
to the service rendered by the bank.

In the last analysis, it is service
which holds business. The bank which
renders its customers the most satis-
factory service in every department will
in the long run secure and hold the
greater amount of the business done in
the community. Good advertising
backed up with poor service will lose
practically all of its effect. The old
commonplace that “a satisfied customer
is the best advertisement” holds true
more strongly in the banking business,
I believe, than in any other; and if it
is possible for you to have thousands
of satisfied customers, you have just
that many living, breathing and usual-
Iy talking advertisements.

To take a concrete example, if you
go to a new city to locate and desire to
open a bank account, vou do not buy
the morning paper and carefully scan
the bank advertisements to decide which
bank shall be vour depositary. By no
means. If possible you look up a
friend in that city and ask his advice
as to which is the best bank for you
to commence to do business with. If
the service rendered by his bank is sat-

isfactory in every particular, you may
be sure that he takes you to the officers
of that bank and introduces yvou there,
and the same kind of careful and con-
siderate treatment which held him
closely to that institution will hold you.

Perhaps the largest single element
that determines the quality of service
a bank can render is what might be
termed “‘character” of the institution.
The character of two banking institu-
tions will differ just as much as the
character of two individuals. You have
all noted this difference probably in
different banks of your acquaintance.
And the character of the institution
merely reflects the character of the men
composing the institution, from the
president and directors down through
the whole office force to the messengers
and office boys. You can see how vital-
Iy necessary it ds, therefore, that the
officers and directors of the bank be
those whose names will be a potent
source of strength to the institution,
and whose names can be used with
profit to the bank’s advertising. The
same principle applies only a little less
strongly to the members of the force.
Your teller who meets customers daily
can do much by his courtesy and ac-
curacy to tie business more closely to
the bank. Your messenger who goes
out daily to make collections is an ad-
vertisement for your institution, and
too much importance cannot be given
the fact that his appearance and his
conduct should be in keeping with the
standards which you have set for
vourself.

A bank’s reputation is its greatest
asset, and it is also the greatest single
item in any publicity that may be given
to that bank. In order to maintain this
reputation, the service which it renders

19
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its customers must be high-class in
every particular. This means careful
selection of employees, careful training
of them after they are once selected,
a properly worked out system for the
prompt and satisfactory handling of
business, a painstaking supervision by
officers and directors, and finally a
spirit of codperation throughout the

force which means that all work to-
gether for the one end of upbuilding
the institution. With these points
properly seen to, every piece of adver-
tising issued by the bank can be backed
up with good service, and thus a cumu-
lative power of public sentiment can be
created that no possible competition
can dislodge.

Bank Publicity Association of New
York

THE objects of the recently formed

Bank Publicity Association of New
York city have been set forth as
follows:

The active members of the associa-
tion are to be one advertising man each
from such of the national and State
banks, trust companies and savings
banks in Greater New York as care to
avail themselves of the association.

The organization is to be one of in-
dividuals and while each man will be
seeking the good of his own institu-
tion, yet his membership in the associa-
tion is a personal one and not as an
official representative of that institu-
tion. The object is mutual study and
improvement and the theories or prac-
tices of the association are in no way
binding on the separate institutions.

Many banks to-day are doing adver-
tising of which they do not approve.
Advertising in miscellaneous programs
is a sample of this. If some general
policy on this and similar subjects were
adopted by all the bank advertising
men in New York, a great deal of
money might be saved for legitimate
purposes.

Too much of our bank advertising is
done perfunctorily by men who do
their work with but little enthusiasm.
The advertising so often falls to some
certain man for no reason except that
he cannot shove it off on to everybody

else, everybody else having shoved it
off on to him. This lack ot interest is
usually responsible for poor results.
One benefit of the association would be
to stir up the enthusiasm of those on
whom this work devolves.

It is hoped to have meetings where
the association will be addressed by
prominent speakers of interest. These
meetings will mean an increase of
actual knowledge to those who attend
them; but above all, it is hoped that
they will inspire those present with a
realization of the fact that bank adver-
tising can be made interesting, effec-
tive and yet dignified. There is no
human interest so strong as that which
centers around dollars and cents. Why
should not the story of how to take
care of a man’'s money be made per-
sonally interesting to him?

Our banking men are now working
out their own problems each for him-
self and with many of them the
problem is very much the same. In-
stead of each man beginning at the
beginning, greater progress may be ex-
pected if each man begins original
thought where the others have left off.
The proposed association would afford
a clearing-house for experiences both
profitable and unprofitable.

A strong association, composed of
the advertising men of the city’s finan-
cial institutions, ought to be able to
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National Bank Advertising

“The Record” is pleased to assure the national
bank official that he, too, may profitably employ news-
paper space. T. D. MacGregor, of New York, one of
the leading authorities on financial advertising, in his
“2000 Points on Financial Advertising,” devotes 42
pages to “copy” especially prepared to meet the re-
quirements for soliciting commercial accounts, while
to strictly trust company “copy” he gives but 22 pages.
It will therefore be seen that the national bank is on
about an equality with the trust company in the mat-
ter of advertising possibilities.

As was the case in the famous “Charge of the
Light Brigade,” some one has blundered woefully
when it is presumed, without investigation, that a
national bank has little or no. appeal to make for
public patronage. The above-mentioned book posi-
tively demonstrates that quite the reverse is true.

“The Record’s” Bureau of Information is always
open to the national banker who is desirous of increas-
ing his business.

THE PHILADELPHIA “RECORD” GIVES US A FREE AD.

obtain the codperation of the local
newspapers. The papers are apt to
overlook the important place that the

tion in question will give this much
needed opportunity.
An institution need have no fear that

financial institutions hold in influencing
the city’s welfare. Intelligent criticism
of banking policy by the public press
should be welcomed, but habitually un-
fair criticism ought to be called to the
attention of the business offices of the
offending newspapers.

There is a tendency plainly notice-
able to widen the scope of the bank
advertising man’s work. He is becom-
ing an adviser on matters of policy and
a suggester of methods for increasing
business. At present, there is no way
in New York for these men to improve
their methods by actual contact with
men of similar endeavor. The associa-

its representative will divulge business
getting methods that will be helpful to
his competitors. In these days, the
man who gives seems to be the man who
gets the most in return and the spread
of enthusiasm and good methods all
along the line will reflect itself in bet-
ter and more business for everybody.
It will not be incumbent for any mem-
ber of the association to reveal valuable
original ideas which he might have in
mind for use in his own institution, but
the interchange of information as to
past experiences cannot help resulting
in a mutual saving and profit. So far
as new ideas are concerned, there are
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always more idcas where the last one
came from, and after all, a method
once used quickly becomes common
property through the inalienable right
of imitation.

In other cities where such organiza-
tions are in existence, it has been found
that new avenues of usefulness have
opened as the organizations have de-
veloped.  Doubtless, this will be the
experience of the Bank Publicity As-
sociation of New York city.

The association has elected these of-
ficers:

E. B. Wilson of the¢ Bankers Trust Com-
pany, president; N. F. Gatling of the
Chatham-Phoenix National Bank, vice-
president; E. A. Bennett of the American
Exchange National Bank, secretary, and
Horace Anderson of the Title Guaranty
and Trust Company, treasurer.

At the dinner of the association held
al I'raunces Tavern, June 17th, a num-
ber of speeches were made, the keyvnote
being sounded by President E. B. Wil-
son in the following remarks:

By getting together we hope to broaden
our knowledge of bank and trust company
advertising, to profit by one another’s ex-
periences, and to work for the general good
of banking ivstitutions in Greater New
York, as well as for the particular insti-
tution with which each is connected.

QOur plan is to work by means of com-
mittees, and already we have committees
appointed to accomplish definite objects for
the advantage of all members of the asso-
ciation. For example, there is the com-
mittee on publications, whose duties will be
to investigate publication and compile in-
formation which will be on file for mem-
hers to refer to. It is believed that this
committee will succeed in  obtaining in-
formation, not now accessible, in regard to
publications offering their advertising space
to banks and trust companies of this city.

Then there is the committee on efficiency,
whose duties will be to study methods of
advertising applicable to the requircmnents
of banking institutions, with a view of in-
creasing the returns from each dollar spent.

Other committees will be appointed from
time to time as the circumstances seem to
warrant.

It is rather carly in our career to talk
about what we are going to do, because
that will depend upon the development of
our organization, and the circumstances
confronting us as we proceed, but T think it
is safe to sav that the association will stand
for, and actively assist any movement for
the strengthening of public confidence in
the banking institutions of this city, and

for increasing the public knowledge of the
great services performed by those in-
stitutions.

It is hoped that the Bank Publicity Asso-
ciation will be able to enlist the co-operation
of newspapers along these lines. Certainly
this would be a worthy object to attempt,
because the newspapers of this city could
greatly strengthen public confidence in the
city’s banking institutions and could serve
the interests of their readers by educating
them to the advantages of banks and trust
cempanies, even more than they do now.

Another thing which this association will
use its influence to accomplish is the elimi-
nation of fraudulent and misleading finan-
cial advertising. Such an object seems en-
tirely within the province of the association,
because the banking institutions with which
we are connected, suffer loss through the
operations of unscrupulous promoters who
lead investors astray. Deposits are often
withdrawn from banks to be utterly lost in
foolish ventures, which have been called to
the attention of the public by advertise-
ments, and money is thus taken out of the
legitimate channels of investment.

If T mistake not, the Bank Publicity
Association of New York City will stand
for the highest professional and business
ideals. Tt will encourage truthfulness, con-
servatism and dignity in bank and trust
company advertising. and will discourage
cfforts to mislead the public by false or
cxaggerated statements.

The usefulness of the association will de-
pend to a certain extent upon the size of
its membership, and it is our desire that
all of the national, state, savings banks and
trust companies of Greater New York <hall
nominate members. Also, there is no reason
why banks outside of Greater New York
should not enjoy the advantages of the
association by having representation in the
person of associate members.

=

*“ Tempus Fugit”’

HE above is the title of a splendid’

baoklet issued by the American
National Bank of Richmond. Va., in
connection with the installation of the:
chiming clock on the front of its build-
ing, as pictured in the accompanying
illustration.

The booklet contains a large numbee
of very appropriate quotations from
nated anthors on the subject of “Time”
and its proper use, while the messago.
of the chimes is thus beautifully
expressed :
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A BANK ADVERTISEMENT CONSTANTLY SEEN

On front of our building, the American
National Bank, we have installed a set of
Westminster Chimes in the form of a clock
which will, at the quarter, half, three-
quarter past and on the hour ring out in
various musical combinations.

At first the stroke may be to you simply
a pleasing harmony, but as you hear it daily
and listen for its musical sound, and live
by ijts well-timed hand, it may become to
you a real thing, a message—whatever you
make it.

To the one wh» truly labors, the sound
may become a vital message. He may hear
in it a promise of his task accomplished,
his purpose achieved.

To the dreamer the stroke of the Chimes
may be a rereille calling to action the
latent forces of his nature,

To the genius the music of the bells mav

AND HEARD

be a touch to the silent chord bringing forth
harmony to enrich the world.

May each hear in these tones a song of
work well done, of satisfaction, of happi-
ness.

These chimesz are ringing for youw, for
they belony. not 1o us alone, but to the men,
women and chldren of Richmond.

Every day of the week, every hour of the
day they are sounding their message—the
note of warning spoken in time; the sound
of rejoicing; the lament in time of sorrows.

The new Chime is intended to make
vou think whenever you hear its voice rising
out of the noise of the city streets. It is a
cermon in resounding metals; a benediction
set in harmonious cadences,

All preaching is not done in churches,
nor on Sundav, nor simply through the
human voice. The voice of the bells strikes
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a human message. It names the hour in
silver tones. It tells again and again how
the moments, unseen, are flying.

The Chimes are writing with fingers of
sound through space the word NOW—
they know no other era. They erase on the
slate of Time the word Yesterday, and in
its place are writing To-day. They never
sound To-morrow. They know but one
Time—the Present.

Miss Eleanor Montgomery, manager
of the Advertising Department, who
compiled the booklet, thus describes the
way the matter was handled from an
advertising standpoint:

We placed in our lobby a big screen show-
ing the original drawings and slip pad re-
ceipts to be signed and left at the bureau
of information in exchange for a copy. In
this way every book given out was prac-
tically registered and we have in hand the
signatures of the recipients from which to
build a good practical mailing list of vis-
itors to the bank.

We are also enclosing sample of news-
paper copv with which the book was ad-
vertised.  This gave us a chance to key the
newspapers with interesting results n
showing from what sections of the country
certain publications brought results,—at
least inquiries showing a curiosity, which

curiosity, we reason, may in time be turned
BANKWARD to the AMERICAN NA-
TIONAIL.

The newspaper advertisement read:

“0Old Time, in whose bank we deposit our
notes,
Is a miser who always wants gul:eas for
Kroats;
He keeps all his customers still in arrears
By lending them Minutes and charging them
Years.” —Holmes.
Do you Want to Know What the Writers
of the World of all Ages Have Had to Say
About the Flight of Time?
We have compiled for the use and pleasure
of our customers and friends a handsome
souvenir book,

“TEMPUS FUGIT”

which we will send to YOU postpaid if vou
will return the coupon attached. This book
contains one hundred and fifty quotations,
hand lllustrated, and is issued in order that
the stroke of the new chimes clock which we
have placed on the
AMERICAN NATIONAL BANK
Richmond, Virginia.

may be more fully appreciated.

Address Department C, American National
Rank. Richmond, Va.

Realizing that economy of time means
economy in every phase of life, T ask that
you mail your book, ‘‘Tempus Fugit,’” to

NAME. . e
ADDRESS. ... i

How Banks Are Advertising

Note and Comment on Current Financial Publicity

HE Commercial Bank and Trust

Company of Birmingham, Ala,,
makes a good ‘‘class appeal” in this
ad. to locomotive engineers:

“T'he Man At the Throttle.”

Just a little talk to our brave engineers.

It is not so much what you carn, but
what you save, that insures the safety of
your family provided you are hurt.

Saving money is not high speed work—
but money in the bank is the emergency
brake on your future. Enginecrs know the
value of time and should appreciate the
value of foresight and carefulness. Run-
ning along and spending money as you
earn it is as dangerous as running your
engine full specd around a dangerous
cut or curve. The man who does not ac-
cumulate as he earns, never covers any dis-

tance on the road to success. Maybe it is
necessary for you to start in slowly—to lay
aside just a little now. But if you don’t
start you surely never will get anywhere.
DBegin  saving your money now—put it
where your money will work hardest for
you—in this bank.

“Put gold in the bank before time puts
silver in your hair.”

. Referring to the new emblem of the
Tradesmen’s National Bank of Phila-
delphia, reproduced herewith, David
Craig of that bank writes:

Knowing your interest in financial ad-
vertising, T am taking the privilege of en-
closing herewith the statement of our bank
as of May 1, 1918. The front cover is a
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new design which we have adopted. The
cut, representing the old time fur traders,
is, we think, emblematic of the name of our
bank. The slogan “Strength and Service,”
while applicable to our institution, is not
exactly distinctive. It has been suggested
that we use the phrase “Bank for Traders.”
Our only objection to the latter is the
popular application of the word “Traders™
to stock exchange trading. If used be-
neath the seal, however, the cut,
measure, would explain the term.

in a

This is a good emblem as it stands,
although the trading represented in it

APPROPRIATE.

is really barter, but it is the idea of
buying and selling—the transaction of
business—which it is intended to con-
vey and this is done very well. We
think perhaps “The Bank for Business
Men” would be a good slogan for a
strictly commercial bank.

The National Shawmut Bank of
Boston, carly in the summer, issued a
good circular on its Foreign Service.

The First National Bank and the
Berkeley Bank of Savings and Trust
Company, associated institutions, are
distributing a fine illustrated folder on
Berkeley, written by the secretary of
the local Chamber of Commerce.

The German-American Trust and
Savings Bank of Los Angeles, Calif.,
sent out a beautifully printed mailing
folder announcing its removal to its
new home. The folder was cut out so
that the name of the recipient appeared
in the body of the invitation and the

same writing of the name also served
for the address.

“Saving and Investing” is the title
of a good booklet issued by the State
Bank of Chicago. It carries out well
its purpose as stated in its “Foreword,”
as follows:

How do rich men make their money?
What is the process? Can a young man
who starts in life with a clear head, an
honest heart and a strong physique ever
expect to gain such opulence as other men
enjoy?

The purpose of this booklet is to answer
these and related questions; to point out
safeguards and dangers, and more espe-
cially to call attention to the present-day
efficiency of the State Bank of Chicago as
a bank of genuine, helpful service.

Mr. C. L. Chilton, Jr., of Birming-
ham, Ala., sends us “for the acid
bath” a booklet entitled ‘“Popular
Investing,” which he prepared for the
American Trust and Savings Bank of
his city. It is a very. clever handling
of the savings account idea from the
investment standpoint, and as a piece
of printing, the booklet deserves noth-
ing but praise.

Another good savings talk is con-
tained in a newspaper advertisement of
the Fulton, N. Y., Savings Bank. It

reads:

JOHN GOT A BETTER JOB.

John Smith lost his position when the
store failed.

He hustled for another job and found
two openings. One he could take at once, it
paid $11.00 a week, but he must agree to
stay a year. The other paid $16.00 with
more if he made good, but it wouldn't be
ready for five weeks.

Of course, he wanted the best paying job.
Fortunately he had been putting a few
dollars each month into the Fulton Savings
Bank and found he had enough to keep
going until the $16.00 job was ready.

He discussed it with his wife and they
decided to wait.

Not wanting to be idle, he picked up
enough at odd jobs to pay half of his ex-
penses and drew on his savings account for
the rest.

At the end of five weeks he had a good
position and didn’t owe his grocer or land-
lord a penny.
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If John had not had his savings bank
account he could not have waited for the
$16.00 job,

In sending us the “Baby” ad. of the
Penn National Bank of Reading, Pa.,

WILL REACH PARENTS.

Mr. Nathaniel Ferguson of that city
writes:

There are 26,000,000 telephone talks in
America in a day and 26,000,000 talks in
England in a year. There are reasons.

Good illustrated advertising in America
and lots of it may be one.

The Union Trust and Savings Bank
of Spokane, Wash., writes:

We recently inaugurated a safe deposit
publicity campaign which we believe would
be of interest to you.

Briefly, the plan is to write original type-
written letters to a selected list of Spokane

women, enclosing a coupon which entitles
them to three months’ free rental of any
sized safe deposit box if redeemed within
two weeks, enclosing with it a special ladies’
booklet and a celluloid bookmark.

The distribution of these free coupons
is not indiscriminate, the list of names be-
ing compiled very carefully and containing
only such persons as would not be likely
to abuse the offer. Neither do we send out
several hundred at one time, making it
possible for the system to get beyond our
control. One of our stenographers takes
care of the work during her leisure time,
sending out an average of a dozen letters
daily. To idate, the results have been very
encouraging, and we consider the plan a
decided success.

We enclose one of these letters, with all
the enclosures, etc., which it contains when
distributed locally.

The form letter sent out read:

Dear Madam:

The safe deposit equipment of the Union
Trust & Savings Bank especially commends
itself to the needs of women, and in order
to demonstrate the safety, convenience and
privacy of the department, we invite you
to accept the enclosed coupon. No. 296,
registered in your name, which entitles you
to the free use of one of our boxes for the
period of three months.

In accepting this offer you will in no way
obligate vourself to rent one of the boxes
at the expiration of this period, our desire
being to acquaint you with the splendid
equipment, should you feel the future need
of such service.

Whether or not you avail yourself of
our offer, vou are most cordially invited to
call and permit our custodian, Mr. Joy, to
show and explain to you the many unique
and interesting features of the vaults.

Respectfully vours,
VICE-PRESIDENT.

The coupon read:
No. 296
UNION TRUST & SAVINGS BANK
Safe Deposit Department
The Marble Bank Building
This coupon entitles Mrs. Mary Smith to
the use of one any sized safe deposit box
in the vaults of this bank for a period of
three (3) months, without cost or obliga-
tion to rent, if presented for redemption
before June 5, 1913.
Union Trust & Savings Bank
Dated May 22 1913 By

Vice-Pres,

The United States Bureau of En-
graving and Printing is described in
another of the series of interesting
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booklets issued for the First National
Bank of Boston.

—_—

The Birmingham Trust and Savings
Company of the same city is making
use of a good series of booklets includ-
ing such titles as these: “Banking and
Young Men,” “Try It Out,” *“Guar-
dianship.,” “A Reminder,” “That Last
Month’s Salary,” and “An Insistence.”

The Commercial National Bank of
Muskogee, Okla., celebrated its seven-
teenth anniversary by issuing a fine
illustrated booklet containing a full de-
scription and history of the bank, facts
about its progressive community and
portraits of evervbody connected with
the institution.

Cashicr H. B. Van Decar of the
Nebraska State Bank, Ord, Neb.,
writes us as follows:

We are in receipt of the May number of
“Bankers Magazine” and note therein your
recognition of the “Nebraska State Bank
Journal,” our little bank publication. We
thank you very much for your favorable
comment of our journal.

We would be pleased to exchange adver-
tising matter with any of your subscribers
on receipt of application for same.

We find that this little. journal is pro-
curing husiness for us, not only locally, but
from distant points. The statement of the
old Indian that “one feather does not make
a bed,” applies very forcibly to publicity
work. Our idea of the benefits of adver-
tising is that it does no good to run your
advertisement once and quit, but it is the
constant work that gets results.

The First National Bank of Berlin,
Pa.. ran a series of illustrated news-
paper ads. giving different interior
views of the bank. One ad. headed
“Home. Sweet Home” contained this
good talk on saving toward home
ownership:

Do you want a home? Ask those who
have them how they secured them. Nine
out of ten will tell you they started a hank
account when they had but a few dollars

and then watched it grow until it was
large enough to secure a home.

You can do it.

It may take some work, some will
power, some self-denial at first, but it
will surely bring you a home as night fol-
lows day. Come in and let us talk about
this—home, sweet home.

>

Effective Bank Advertising

NE of America’s foremost libra-

rians, discussing the selection of
books for the institution over which he
presides, remarked the other day that
this work had once been undertaken
by a committee of the board of trus-
tees, but that experience had proven
that the safest guide in choosing bocks
for libraries is the taste of the public.
The individual likes and dislikes of a
few censors did not harmonize with the

“likes and dislikes of the great body of

readers; and the books the readers ask
for are now the onmes that stock the
library shelves.

There is a lesson in this experience
of the library for the banker who un-
dertakes to shape the advertising of his
institution upon his own personal taste.
The object of bank advertising is to
attract newspaper readers and win their
patronage. Bank officers—and par-
ticularly bank directors—are not
always qualified by intimate touch with
the people whom they want to reach to
decide what sort of advertising appeal
will make good. That is perhaps why
some bank advertisements are not-up to
the standard of the average commercial
advertisement in the qualities that
bring new business.

The advertising bank needs the
counsel of men who have made a
study of advertising. The knowledge
they bring to bear on the bank’s pub-
licity problems is usually worth all it
costs. Bank “copy” prepared to suit
the public taste, placed in an influen-
tial, high grade newspaper, is always
effective.—The Philadelphia Record.



Bank Advertising Exchange

Those listed herewith are willing to ex-
change booklets, folders and other adver-
tising matter issued by them from time to
time. Others can get on this list free of
charge by writing to the editor of this de-
partment. Watch each month for new
names and other changes.

The New York (ex
officio).

John W. Wadden, Lake County Bank, Madi-
son, S. D

Bankers Magazine,

Henry M. Lester, National City Bank, New
Rochelle, N. Y.
R. B. Parrish, cashler, National Bank of

Commerce, Willlamson, W. Va.

Frank A. Zimmerman, Chambersburg Trust
Co., Chambersburg, Pa.

H. A. Dalby, Naugatuck Savings Bank, Nau-
gatuck, Conn.

Arthur S. Cory, Chehalis National Bank,
Chehalis, Wash.
C. F. Hamsher, assistant cashler, Savings

Union Bank of San Francisco, Cal.
Horatlo Ford, secretary, Garfield Savings
Bank Co., Cleveland, Ohio.
W. Elilsworth, Publicity Manager,
a.nty Trust Co., New York.
T. H. Stoner cashier, The Peoples National
Bank Waynesboro, Pa.
J. A. Overton, cashier, The National Bank
of Smithtown Branch, Smithtown Branch, N. Y.
W. R. Dysart, assistant cashier, First National
Bank, Rlpon. Wis.
Ww. Kommers, cashier, Union Trust & Sav-
ings Bank Spokane, Wash.
W. R. Stackhouse. City Natlonal Bank Bldg.,
Utica, N. Y.
George J. Schaller, Citizens Bank,
Storm Lake. Iowa.
J. G. Hoagland, Continental and Commercial
Trust and Savings Bank, Chicago.
H. B. Matthews, S. W. Straus & Co., Straus
Bldg Chicago.
H, Bilalock, assistant cashler,
Bank & Trust Co., Jackson, Tenn.
YThe Franklin Soclety. 38 Park Row,
ork
C. L. Glenn, advertising manager, Wacho via
Bank & Trust Co., Winston-Salem. N. C.
W. O. Boozer, treaaurer. American Trust Co.,
Jacksonville, Fla.
John R. Hill,
sonville, Fla.
. P. Jones, assistant cashier, First National
Bank of Commerce, Hattlesburg, Miss.
C. E. Taylor, Jr., president, Wilmington Sav-
ings & Trust Co., Wilmington, N. C.
Jesse E. Brannen. cashier, First
Bank, Westwood, N. J.
E. A. Hatton, cashier, First National Bank,
Del Rio, Texas.
A. A. Ekirch, secretary, North Side Savings
Bank, New York City.
E. M. Baugher, president. The Home Building
Association Co., Newark, Ohlo.

Guar-

cashlier,

Security

New

"Barnett National Bank, Jack-

National

C. W. Balley, cashier, First National Bank.
Clarks\llle Tenn.
C. . Rowley. manager, Canadian Bank of

Commerco Winnlpeg, Can.

T. J. Brooks, cashler, The Guaranty Trust &
Savings Bank, Jacksonville. Fla.

W. W. Potts, treasurer. The Federal Title &

Trust Co., Beaver Falls, Pa.

A. V. Gardner, advertising manager, The
:I‘(;rthwostern National Bank, Minneapolis,
nn

E. W. Finch, assistant cashier,
Trust & Savings Co., Birmingham, Ala,

Charles 8. Marvel, The First-Second National
Bank, Akron, Ohio.

Tom C. McCorvey, Jr., assistant cashier, City
Bank & Trust Company, Moblle, Ala.

C. W. Beerbower, National Exchange Bank,
Roanoke, Va,

B. P. Gooden,
Bank, New York.
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adv. mgr.,, New Netherland

Birmingham .

J. A. Buchanan, Lan-
caster, Pa,
W. L. Jenkins, Farmers & Mechanics Trust
Co., West Chester, Pa.
E. P. Simpson, Jr., assistant cashier, First
National Bank, Toccoa, Ga.
E. L. Zoernlg. Sedalia Trust Co., Sedalia, Mo.
W. R. Kay, Jr.. advertising manager, Sac-
ramento Bank, Sacramento, Cal.
. Ruff. cashier, Luzerne County Na-
tlonal Bnnk Wilkes-Barre, Pa.
ank K. Houston, assistant cashier, First
National Bank, Nashville, Tenn.
B. S. Cooban, Chicago City Bank and Trust
Co.. Chicago, Il
Felix Robinson, advertising manager, First
National Bank, Montgomery, Ala.
Germantown Ave. Bank., Phlladelphia, Pa.
C. McDonald, advertising manager. The
Cltv National Bank, Sulphur Springs, Texas.
Dlrglon Trust Co. of the D. C., Washington,

Bank.

Guaranty Trust Co.,

E. R. Mulcock, Commercial National
Syracuse, N. Y.

Miss Eleanor Montgomery, Adv. Mgr., Amer-
ican National Bank, Richmond, Va.

Commercial Bank, Midway. Kentucky.

J. W. Hansen, cashier, Citizens State Bank,
Sheboygan, Wis,

R. H. Mann,
Bridgeport, Conn.

A. Bush, Jr.,, Ladd & Bush, bankers, Salem,
Oregan.

Dexter Horton National Bank, Seattle, Wash.

Geo. D. Kelley, Jr.,, treasurer, Newark Trust
& Safe Deposit Company, Newark., Del.

Frank K. Houston, Asst, Cashier, Third Na-
tional Bank, St, Louis, Mo.

L. W. Lovell, assistant cashier, The Lovell
State Bank. Monticello, Iowa.

Nebraska State Bank, Ord, Neb.

Edward W. Klein, advertising manager.
Cleveland Trust Co., Clevelond, Ohlo.

H. C. Bollman, assistant canhler. First Na-
tional Bank, Collinsville, Okla.

J. T. Donnellan, publicity manager, Security
Trust & Savings Bank, Los Angeles, Cal.

C. B. Keller, Jr., assistant cashier, Strouds-
burg National Bank, Stroudsburg, Pa.

The Bridgeport Trust Co.,

C. Eherspracher, assistant cashier, First
National Bank, Shelbyville, Ill.
F. Hausmann, assistant cashier, North

West State Bank, Chicago, Iil
Paul T. Schulze, assistant cashler, State Bank
of La Crosse. La Crosse, Wis.
F. R. Adams, Will Co. National Bank. Joliet.
A. E. Potter, president, Broadway National
Bank Nashville, Tenn.
m

T. R. Durham, assistant cashier, Chattanooga
Savings Bank. Chattanooga. Tenn.

Victor F. Hann. Mgr. Publicity Dept.. The
th Avenue Bank, New York Cit

H. Warner Martin, assistant cuhier. Lowry
leonal Bank. Atlanta, Ga.

Wersels Van Blarcom., aesistant
Second Natlonal Bark, Paterson, N. J

cashier,

Wish We Had Some
Money

HE National Nassau Bank of New
York has- abolished cigarette
smoking in that bank. Sorry we haven’t
any money, for we’d like to show
practical appreciation of that action by
opening an account and making a sub-
stantial deposit.



BOOK REVIEWS

THe Price oF INEFFICIENCY. By Frank
Koester, New York: Sturgis & Wal-
ton Co. (Price, postpaid, $2.15.)
Many of the country’s faults are

pointed out in this volume, and
great stress is laid on the superiority
of conditions in several of the European
countries. The author expresses the
hope that his work will be received in
the spirit intended, “that of helpful
and constructive criticism.”

THe VaLve oF ORGANIZED SPECULA-
TioN. By Harrison H. Brace, Author
of “Gold Production and Future

Prices.”” Boston and New York—
Houghton Miflin  Co. (Price,
$1.50.)

Just now the denunciation of specu-
lation is very common and numer-
ous legislative attempts are being made
to curtail it or to stamp it out alto-
gether as something whose effects are

utterly baneful. Mr. Brace thoroughly
and scientifically analyzes speculation,
showing what are its actual evils and
actual benefits. While he believes that
legislation may lop off some of the
more glaring of these evils, he places
greater reliance upon experience and

" c¢ducation as corrective forces.

In a time when there is so much
criticism of speculation—some of it un-
doubtedly just, but a great deal of it
probably unjust and not founded upon
sufficient information—it is of real
benefit to the community to have the
subject discussed dispassionately and
upon the basis of well ascertained and
carefully arranged facts. Mr. Brace
seems less disposed to make out a case
for organized speculation than to set
forth the truth. This, combined with
fulness and clearness of treatment,
gives his book an exceptional value for
its masterly handling of an important
subject.

Rapid Growth of Germany’s Population

THE rapid increase of the popula-
tion of Germany, says U. S. Con-
sul Genceral T. St. John Gaffney of
Dresden, is due to the excess of births
over deaths, not to immigration. This
birth excess is greater than in all other
countries with a like industrial develop-
ment; the decrease in the death rate
results from improved hygiene and
medical science. In addition to Berlin,
which in a few decades has developed
into a world metropolis, forty-seven
other large citics, (forty-five of them
with more than 250,000 inhabitants
each) are distributed over the Empire.
A comparison of Germany’s growth in
population with that of Great Britain
and France is shown herewith.
In 1880 Dresden had 220.818 inhab-
itants; in 1910, 548,808 (increase

148.8 per cent.); Berlin in 1880 had
1,105,000 inhabitants; in 1910, 2,059.-
000, not counting the suburbs, or 38,
700,000 with the suburbs (increase 86.8
per cent.). During the same period
London had an increase of only 19.9
per cent.. Paris one of 28.9 per cent.
The decrease of the death rate during
the period of 20 years (up to 1910)
in the different countries is as follows:
Germany, 88.8 per cent.; United King-
dom, 28.4 per cent.; France, 21.8 per
cent.; Austria, 28.2 per cent.; Russia,
2.5 per cent.

—Population—
Inc’'se, Birth
1875- excess,
Ccuntries. Area. 1910. 1910. 1910.
Kq. milcs. Per ct. Per ct.
Germany .... 208.825 64,926,000 62 13.6
Great Britaln 121,083 44,902,000 37 11.0
France ..... 207,128 39.600,000 8 1.8
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Canada’s Welcome to the New York
Bankers

Twentieth Annual Convention of the New York State
Bankers Association, Ottawa, June 12 and 13

N — TTAWA, the beautiful

pital city of Canada,

. the bankers of the

ninion generally, gave

a splendid reception

to the bankers of

New York who met

in that city for their

annual  conven'icn

June 12 and 18. The

novelty of mecting outside the coun-

try and the exceptional entertainment”

features served to attract a large at-

tendance and made the convention

one of the most memorable in the an-

nals of the New York State Bankers
Association.

The city of Ottawa, the Canadian
Bankers Association and the Dominion
Government all joined in the official
welcome, while the Ottawa bankers
and those from other parts of the
country contributed evervthing possible
to make the convention enjovable.

Notable among the social entertain-
ments was the brilliant banquet at the
famed Chateau Laurier. where the
Premier of the Canadian Government
was among the distinguished speakers.
A reception and dance, visits to numer-
ous points of interest. sporting events,
ete., afforded opportunities for delight-
ful entertainment of which the visitors
took full advantage.

The shanty luncheon in Rockliffe
Park was unique and enjoyable, while
those who visited the experimental
farm as guests of the Ottawa Clearing-
House and Hon. Martin Burrell. the
Dominion Minister of Agriculture,

found much to interest and instruct
them.

At the conclusion of the convention,
a cordial vote of thanks was tendered
to all who had so royally assisted in
entertaining the visiting bankers.

This convention taking place on the
eve of the approaching centenary of
peace between the United States and
Great Britain, special stress was laid
on the good relations so long subsist-
ing between the people of this country

»nd those of the Dominion.
Tue BANQUET AT THE LAURIER.

Undoultedly the great event of the
convention was the banquet at the
Chateau ILanrier on the evening of
July 12 tendered to the visiting bank-
ers by the Dominion Government—
certainly an exceptional honor, and one
of which the New York bankers were
deeply sensible.

Messages were read from King
George, H. R. H. the Duke of Con-
naught, Governor-General of Canada
(who was unavoidably absent, but who
was represented by Sir Charles Fitz-
patrick), and addresses were made by
Prime Minister Borden, James J. Hill,
and others prominent politically and
financially in both countries.

The toast of “The Governor-Gen-
eral” was replied to by Sir Charles
Fitzpatrick, Chief Justice and Admin-
istrator.

“Our Guests” was proposed by the
Right Hon. R..I.. Borden., and re-
sponded to by Cornelius A. Pugsley,
president of the New York State Bank-
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ers Association, J. J. Hill and Hon.
Andrew Jackson Montague.
“The Parliament of Canada’ was
proposed by the Hon. Adolph O. Eber-
hart. Governor of Minnesota, and
Professor Francis Greene, and re-
sponded to by the Hon. W. T. White,

Majesty the King and H. R. H. the
Duke of Connaught in reply to greet-
ings sent at the morning session, as
follows:

“The King sincerely thanks the
members of the New York State Bank-
ers Association assembled for the first

CHATEAU LAURIER, OTTAWA

Canadian Minister of Finance, and the
Hon. Rodolphe Lemieux, ex-Postmas-
ter-General.

“The Canadian Bankers Associa-
tion”” was proposed by Hon. Lemuel P.
Pagett. chairman of the United States
Naval Committee, and responded to by
Colonel D. R. Wilkie, president of the
Canadian Bankers Association.

“The City of Ottawa” was proposed
by J. G. Cannon, president of the
Fourth National Bank, New York, and
responded to by Mayor Ellis of Ot-
tawa.

Messages were received from His

time outside the United States in the
commemoration of one hundred years
of peace.”

The Governor-General's cablegram
was as follows:

“I thank you and those assembled
for your very kind message. which I
received this morning.”

A worthy tribute was paid to the
Governor-General by Sir Charles Fitz-
patrick. who referred feelingly to the
reason the Duke of Connaught had
been forced to leave Canada at the
present time.
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OTTAWA—SECTION OF MOST BEAUTIFUL DRIVEWAY IN THE WORLD

OTTAWA—ONE OF THE MANY CHARMING VISTAS -
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OTTAWA—THE PUBLIC MARKET

The Prime Minister, Hon. Robert L.
Borden, in proposing the toasts “Our
Guests,” said:

“The more we know of each other
the better it will be for both nations.

“We are met here to celebrate the
century of peace, and although we have
had our differences, public men in the
United States and Canada have been
true to the public trust invested in

OTTAWA-—DMAJORS HILI. PARK AND THE CHATEAU LAURIER
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GROUP OF CANADIAN AND AMERICAN BANKERS

them, and we thank God for it. We
have shown the world a boundary line
of four thousand miles unguarded, and
that surely is something worth show-
ing.

“Let us believe that no questions,
however delicate they may be, will ever

SPARKS STREET, OTTAWA

provoke a quarrel between Canada and
the United States. Let us hope that
as long as the waters of the St. Law-
rence flow we shall be at peace with
each other.”

“The glory of the citizenship of
Canada and the United States,” de-
clared Mr. Pugsley in reply, “is that
true bravery and devotion to duty are
to be found not alone on the battle-
field, but everywhere, and that men
and women have tasks to perform.
War and passion between our countries,
I believe, have perished. The thought
and purpose of our mighty nations has
been to develop their magnificent do-
mains, to uplift their citizenship, to
upbuild their institulions, to create
great empires, to inspire our men to
reach the heights of endeavor, of
achievement and of accomplishment,
not only for themselves, but for their
country’s weal. Canada and the United
States have kept step with the mighty
forces of progress. They have an-
swered the Anglo-Saxon call to march
onward and upward to higher attain-
ments. Possessed and inspired by the
same thoughts and ideals as to the es-
sentials of the fundamentals in gov-
ernment, they have stood also for the
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upbuilding, the exaltation of the in-
dividual life.”

“Some Victories of Peace” was the
keynote of the speech of James J.
Hill in responding to the toast “Our
Guests.” He said:

“One hundred years ago what was
probably the last war ever to occur be-

stretch long years of emulation in the
tie of brotherhood. It is fitting that
such an occasion should be celebrated
in your beautiful city, and under the-
auspices of the representatives of capi-
tal in both countries. Capital is the
most cosmopolitan force in the world.
From the beginning of human inter-
course it has broken down more bar-

OTTAWA—CORNER PARLIAMENT HILL—STATUE OF QUEEN VICTORIA, INTERPROVINCIAL
BRIDGE, OTTAWA RIVER, AND LAURENTIAN HILLS IN THE DISTANCE

tween English-speaking peoples was
drawing to a close. Whatever may be
the fate of the general movement
among the nations in favor of peace,
those whose mother tongue is English
will never again take up arms against
one another. A difference of opinion
between Great Britain and the United
States which arbitration could not set-
tle is inconceivable. Friction between
Canada and the United States is no
longer possible. Boundary questions
and questions of fishing rights are
cither definitely pa.sed upon or have
their assigned tribunals. Before us

riers, cemented more bonds, than all
the armies and navies in the world.
Capital to-day furnishes the sinews of
war; for none can long be carried on
anywhere—as a rule none would ever
be begun—if the great bankers of the
world should agree in refusing to
finance it. Arbiters of peace and
agents of material development every-
where, it is most appropriate that they
should be heard here and to-day.

“In spite of all obstructions, the
commercial relations between Canada
and the United States have grown
to proportions that astonish even
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those familiar with the official figures.
According to the report of the United
States Consul in this city, the foreign
trade of Canada reached a total of
over a billion dollars for the calendar
year 1912. The increase over 1911
was 23.5 per cent. Of the total, 56
per cent. was business with the United
States. For that same calendar year
the talance of trade for the whole
United States was $581,000,000, and
of this $£255,000,000 was due to our
commerce with Canada. It supplied 44
per cent. of the balance rolled up by
our commerce with the whole world.
“The capacity of the people of Can-
ada to stand behind whatever makes
for good government and real social

progress is born in the fibre of the
races from which they spring. It has
kteen demonstrated in the building up
by their own efforts of the splendid.
empire in America in whose capital we
are assembled to-day. It is no slight
tribute to them to say that they have
scored notable successes over older and
more powerful governments in at least
three directions. The great problem
of harmonizing race differences, most
baffling to any civilization, has been
solved satisfactorily here. You have a
true spirit of nationality and a true na-
tional unity. The harmonizing of re-
ligious and secular instruction, under
the guardianship of the state is per-
haps more difficult still. That, also,
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you have done. In the enforcement of
law, the first and often the most neg-
lected duty of a state, Canada stands
in the foremost rank. Not only do the
courts do justice speedily and fear-
lessly, not only is the name of the
Northwestern Mounted Police a sym-

“The people of the two countries,
close kin by blood, inheritors of a com-
mon tradition and charged with a like
mission in the world, should not mis-
understand each other. There is no
proper place for jealousy or hostility
between them. A consciousness of the

HEAD OFFICE BUILDING, ROYAL TRUST COMPANY, MONTREAL

bol of honor outside your borders as
well as within, but it stands to your
credit that you have put into effect a
method of composing difficulties be-
tween employer and employee that
saves the interests of the public from
being crushed in the reckless conflict
of these two forces when they clash.
These alone are achievements, if there
were no other, upon which every citizen
of Canada might rest with legitimate
pride.

work that both have to do in the world
may well lead them to take counsel
with each other without cost to patriot-
ism or pride on either side. New issues
will come, new emergencies will arise.
None of us is wise enough to foresee
the world problems yet below the hori-
zon or the part in their solution that
Canada and the United States may be
called to play. But we do know that
toward this unknown future they
should march shoulder to shoulder
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The property of the Bank of England, in which the Royal Bank of Canada has
obtained ground floor officcs under a long lease.
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without suspicion and with mutual
esteem and respect. Though we live
each with his own name and his own
flag, it is fitting that, in the unending
procession of human events, the two
countries that now dominate the indus-
try and the progress of this continent
should be the leaders of the new world,
in everything that stands for the pros-
perity and peace of mankind.”

NEW HEAD OFFICE BUILDING

Hon. W. T. White, the Dominion
Minister of Finance, replying to some
of the complimentary allusions of the
guests to Canada and her institutions,
said that the people of the two coun-
tries had been good ncighbors, and ex-
pressed the belief that the bond of
friendship between them would not be
broken, as it rested on a common basis
and mutual understanding.

Hon. Rodolphe Lemieux of Ottawa,
ex-Postmaster - General, characterized
the meeting as a family gathering.

Tue CONVENTION.

The official programme of the con-
vention included addresses of welcome
by Hon. Martin Burrell, by Hon. J. A.
Ellis, Mayor of Ottawa, and by Col.
D. R. Wilkie, president of the Cana-
dian Bankers Association and president
and general manager of the Imperial
Bank of Canada.

OF THE BANK OF TORONTO

Reports were made by Secretary
Henry and Treasurer Schenck, and ad-
dresses by the following: Hon. C. A.
Pugsley, president of the association;
Hon. George E. Roberts, Director of
the Mint; George Grafton Wilson,
Ph. D., Professor of International
Law, Harvard University; James J.
Hill, St. Paul, Minn.; Hon. Robert I..
Owen, chairman Committee on Banking
and Currency, United States Senate;
Hon. R. Lemieux, ex-Postmaster-Gen-
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THE DOMINION BANK OF CANADA—NEW HEAD OFFICE
BUILDING IN COURSE OF CONSTRUCTION, TORONTO

eral of Canada; Professor L. H. Bailey,
Director New York State School of
Agriculture, Cornell University.
Robert H. Treman, president of the
Tompkins County National Bank, Ith-

aca, was elected president; James H.
Perkins, president National Commer-
cial Bank, Albany, vice-president, and
L. W. Burdick, cashier First National
Bank of Gouverneur, treasurer.



Canada’s Trade With The United States

CCORDING to a report of the
Bureau of Foreign and Domestic
Commerce, Department of Commerce,
the United States ranks second as a
customer for Canadian products and
first as a supplier of Canadian needs.
In 1868, the year of federation, the
United States took 47.9 per cent. of
Canada’s total exports; in 1880, 37.9
per cent.; in 1890, 41.9 per cent.; in
1900, 35.7 per cent.; in 1910, 37.35
per cent., and in 1912, 88.23 per cent.
Of Canada’s imports in 1868, the
United States furnished 88.77 per
cent.; in 1880, 40.33 per cent.; in 1890
45.99 per cent.; in 1900, 59.17 per
cent.; in 1910, 58.81 per cent.; and in
1912, 65.09 per cent. Canada buys
more from the United States than from
all other nations combined. In spite of
tariff preferences, Great Britain’s share
of the market has steadily declined be-
fore the advance of American goods.
Geography has been too much for tar-
iffs. The bulk of Canadian imports is
furnished by the  United States, and
we would also take the bulk of the ex-
ports except that Canada has little to
sell that is not also produced in our
own country, and we require Canada’s
exports only to relieve a shortage in
lines we already produce.
To-day the United States takes al-
most the entire exports of Canadian

minerals of all kinds, the bulk of its
forestry exports, over half of its ex-
ports of manufactures, and a third of
its fishery exports. The United King-
dom is the principal market for its
agricultural and animal products. The
larger takings of Canadian wheat con-
stitute the principal factor that makes
England loom larger in the export
trade, and the prospects are that in the
future the United States will take a
much larger proportion of this article.

In 1912 the United States bought
from Canada in largest quantities the
following: Planks and boards, silver,
gold, pulp wood, breadstuffs (wheat,
etc.), hay, hides and skins, copper and
wood pulp. Canada is a country in
the making, and requires large amounts
of ironwork for its buildings, railroads,
bridges, factories, etc., and the main ex-
ports from the United States to Cana-
ada consist of manufactures of iron
and steel. Next comes coal and coke, of
which Canada is the largest importer
in the world, and its purchases from the
United States amounted to $41,102,569
in 1912. Other large imports from the
United States were wood and its manu-
factures, breadstuffs (corn, ete.), oils,
drugs and chemicals, raw cotton, gutta-
percha and its manufactures, cotton
goods, fruit and leather and its manu-
factures.

The New Banking Bill

WHAT is popularly considered as

the Administration banking bill
was introduced in both houses of Con-
gress on June 26. The measure is so
very long, and was received so late, that
it is not possible to present the text
complete in this number of the Maca-
ziNg.  Since the first announcement of
its provisions appeared in the news-
papers the bill has undergone many
modifications and it will no doubt be

further amended in its way through the
House and Senate.

The bill provides for a number of
Federal Reserve Cities and the organ-
ization therein of Federal Reserve
Banks. At the outset the number of
cities so designated shall be not less
than twelve, which number may be in-
creased by the reserve bank organiza-
tion committee (to be composed of the
Secretary of the Treasury, Attorney-

T
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General and Comptroller of the Cur-
rency). Existing national banks and
those hereafter organized are required
to subscribe for stock in the Federal
Reserve Bank of their district, contrib-
uting for such purpose one-fifth of their-
capital; minimum capital of a Federal
Reserve Bank to be $5,000,000. State
banks and trust companies may also be
allowed to become subscribers for the
stock. Control of the Federal Reserve
Banks is vested in a Federal Reserve
Board, composed of nine members—
including the Secretary of the Treasury,
Secretary of Agriculture, Comptroller
of the Currency, three members ap-
pointed by the President of the United
States, and three chosen by electors of
the Federal Reserve Bank.

Earnings of the Federal Reserve
Bank are to go one-half to the share-
holding banks and one-half to the Gov-
ernment until the banks receive five per
cent. One-half of net earnings shall
be paid into surplus fund until it equals
twenty - per cent. of capital; the ex-
cess of net earnings over these require-
ments going to the Government.

Present national bank-note issues are
to be retired and, extending over-a
period of twenty vears, the two per
cent. bonds securing these notes are to
be exchanged for three per cent. bonds
without the circulation privilege. The
notes are to be replaced by a like
amount of Treasury notes and an addi-
tional issue of $500,000,000 of “Treas-
ury”’ notes to be loaned to the banks
on the security of certain designated

A Bright New

ONE of the modern means of dis-

seminating information about a
bank is the house organ, and one of
the brightest of these recently coming
to notice is “Number Forty,” a monthly
magazine devoted to the interests of
the National Nassau Bank of New
York. It is exceedingly well edited
and gives a great deal of useful and

THE BANKERS MAGAZINE

commercial paper; banks paying out the
notes are required to set aside 8813
per cent. in gold or lawful money as
a reserve against the notes so paid out.

Provision is made for rediscounting
commercial paper with Federal Reserve
Banks at a rate of discount fixed by
these banks, subject to the approval of
the Federal Reserve Board.

Federal Reserve Banks are to take
over Government deposits.

Reserves of ‘“country” banks are
gradually to be deposited in Federal
Reserve Banks, but five per cent. is to
be kept in the vaults of the “country”
banks, five per cent. with Federal Re-
serve Banks, and five per cent. either
with such banks or with national banks
in central reserve cities. The provision
regarding the reserve city banks ap-
parently contemplates that ultimately
the reserves of these banks shall be
turned over to the Federal Reserve
Banks, while the central reserve city
banks are required to keep ten per cent.
reserves in their own vaults, and an
additional ten per cent. either in their
own vaults or as a deposit with the
Federal Reserve Banks.

National banks outside of reserve and
central reserve cities are permitted to
make loans on real estate.

National banks with a capital of
$1,000,000 and upwards are authorized
to establish foreign branches.

These are the outlines of the new
bill, which will be more fully explained
and discussed in the August number of
THE BANKERs MAGAZINE.

House Organ

interesting information about the bank
and those who do the institution’s
work.

Such a publication is not only enter-
taining, but serves a decidedly valuable
purpose in cultivating a spirit of cour-
tesy and efficiency among the bank’s
staff.
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San Diego—The City of Opportunity

By W. B. Wuircoms oF Tt First NaTioNAL Bank, San Dikco, Car.

BEING the first port of call from the

Panama Canal, the terminus for
the short-line route to the Gulf of
Mexico, and also for the Southern low
altitude railroads, suggests that San
Diego will be the trans-canal and
trans-continental competitive point, and
that Nature has recorded a victory in
rightfully locating the harber of San
Diego.

The harbor has natural channel
waters, deeper and wider than those
of Baltimore, Boston or Philadelphia,
and only excelled by four other Amer-
ican harbors in these respects. When
compared with any of the world’s
greatest ports, it can be proven con-
clusively that none possess better op-
portunities for facilitating business.

The confidence in our harbor has
been expressed by our people. On

November 14, 1911, 7,200 voted “‘yes’™
and 183 ‘“‘no’”’—a ratio of forty to one
—on the proposal to issue one million
dollars in bonds to inaugurate con-
struction work on a new pier system.
This indicates the attitude of our
people as to the possibilities of this
harbor. This work is now under way..

San Diego owns her water frontage.
Forty 1,000-foot concrete piers will be
constructed opposite the commercial
district as commerce demands. Con-
struction of bulkheads will permit
reclamation of 1,850 acres of land
which will be owned by the city. Ware-
houses, factories and municipally-
owned belt-line railroads will occupy
the reclaimed territory. No port in
the world will possess superior facili-
ties. The harbor contains twenty-two.
square miles.

81
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The expression “via canal,” which
will soon have preference over that of
“trans-continental,” is causing San
Diego to come into her own. This
harbor city will be supplied with com-
merce from the greatest irrigation sys-
tems in the world. Modern transfer
and transportation facilities are being
provided which will make San Diego

lation within three years has builded
here a city of 80,000 people. We
announce this fact and challenge any
city in the United States to equal the
ratio of our building permits, which
now yearly exceed $140° per capita.
The year 1910 represents $+,005,200,
1912 representing $10,001,415. These
figures would indicate a relative in-

TU. 8. GRANT HOTEL, 8AN DIEGO, CAL.

the privileged port of the coast as de-
termined by its geographical location.

Raprip INCrEasE IN PoPuLATION AND
BuiLbine.

The ability of a shore-line city to
attract trade determines the growth of
any commercial port. Harbor utilities,
capital, freight-producing territories
and transportation facilities are the es-
sential units. San Diego now registers
the fact that she is preparing to thus
qualify. A two-fold increase in popu-

crease in population and building per-
mits when the canal gates are open
for business. Just then, commercial
San Diego has its commencement,
entering the competitive fields equipped
with modern harbor facilities and a
new Eastern railway. Shipping des-
tined to the Southwest will then be
attracted to this port.

If you believe that the Pacific is
going to be the theatre of commerce,
the canal the channel for the Orient-
Atlantic seaboard trade, or that sea-
ports are to be the transfer depots for
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the Panama ditch, or if you even admit
that this tremendous Government in-
vestment will be the equalizer of trans-
continental freight, then you acknowl-
edge the claim of this harbor that her
name will be found among the princi-
pal seaports of the world.

FavoraBrLe LocaTioN For COMMERCE.

The commerce of the Southwest
rightfully belongs to the harbor of San
Diego. The citrus products of South-
ern California exceed 40,000 carloads.
One hundred thousand acres is credited
with this entire production. The census
reports determine the center of this
industry at only forty miles greater
distance from this harbor than its
nearest scaport landing. One hundred
and twenty miles east of this city lies
the famous Imperial Valleyv. Four
million dollars have been expended to
irrigate 425,000 acres, of which over
one-half is now extensively cultivated.
Across the Mexican border is another

coast imports and exports by reason of
300,000 acres. Bonded products for
export will be transferred at San
Diego. Five million dollars for the
construction of an irrigation system has
been expended on the Government
project at Yuma. To the east is another
immense valley which is to be irrigated
by a Government plant costing nine
and a half million dollars. The Roose-
velt dam, now. complete and considered
the largest in the world, conserves
water for the land about Phoenix. The
cotton markets of the Orient will be
supplied from these sections.

The San Diego & Arizona Railroad
is being built at a cost of $10,000,000
to serve these commerce producers. The
highest possible standard is being used
in its construction. It is the lowest
grade and shortest route of any trans-
California line. The vast amount
grain, cotton and produce raised in
the irrigated districts previously men-
tioned will be shipped over this new
road to San Diego, and vessels bound
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for the Oricnt, calling at San Diego,
will discharge local cargo, replacing
same with this freight.

As A REsoRT.

As a resort, both winter and summer,
the tourist and pleasure-seeker has just
begun to realize that San Diego is an
excellent place to spend the winter, and
they find San Diego one of the few
places in the United States where the
heat is not oppressive during the
summer months.

EvipENCES oF PROGRESS.

San Diego has cighteen theatres;
one theatre erected at a cost of $1,000,-
000, has a seating capacity of 2,000;:
unother costing $175,000, seats 1,400.
Another stock company theatre costing
$120,000 has been recently completed;
there are three of the largest and most
modern moving-picture houses in the
West; also  high-class  vaudeville
theatres.

The Y. M. C. A. has just completed
a splendid structure costing $£250,000.
All lodges are represented in San
Diego, the Masons, Elks and Pythians
each having elegant structures of their
own. We have two business men’s
social clubs, one associated college club,
one political club, several golf and
country clubs, ten ladies’ literary clubs.
Each organization occupies a commo-

dious home; there are seven musical
clubs; one of the yacht clubs has quar-
ters costing $60,000.

San Diego County has one of the
finest boulevard systems in the United
States, costing the county $1,250,000,
with no grade over seven per cent., and
with fifty miles of ocean front touring,
forty miles of which is at an elevation
of 8,000 to 4,500 feet; also miles of
speedway along the valleys of low alti-
tude. The contour of the country
presents an ever-changing scene.

For hotel accommodations San Diego
probably surpasses any city of its size
in the United States. The famous
Hotel del Coronado is world-renowned
and cost $1,500,000. Two million dol-
lars represents the cost of the U. S.
Grant Hotel. The new San Diego
Hotel has just been completed at a
cost of a half million dollars. There
are a large number of smaller hotels
and during the year 1912 there were
168 modern apartment houses erected

Our ExrosiTiON.

Every day of the year 1915 San
Diego will present the most unique ex-
position of history—‘‘an exposition of
opportunity.” It will portray the
progress of all people through all ages
by demonstrations in action of the pro-
cesses they have employed. There will
be no displays of products. The ex-
position will teach how things are done.

SAN DIEGO, CAL.—PART OF BUSINESS SECTION
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In no sense is it designed to show the
finished products. It will reveal the
opportunities found in the great West—
opportunities for home building and
profitable investment based upon the
sure guarantee of the completion of the

a magnificent park of 1,400 acres in the
heart of San Diego. This location is
a plateau overlooking the city, bay and
ocean with the coast range mountains
of California and Mexico as a back-
ground.

SAN DIEGO, CAL. PANAMA-CALIFORNIA EXPOSITION, 1915

Panama  Canal. Every Western
State and nearly every Latin-American
country affected by the canal will have
exhibits showing what they have to
offer the homeseeker and the investor

This exposition is being built now,
although it is to be opened January 1,
1915. The site comprises 615 acres in

Already occupied are Administration,
Service, Restaurant and Hospital build-
ings. In course of erection are the
great exhibit buildings. The grounds
have been graded, thousands of trees
planted and in the mammoth nurseries
over a million and a half plants are
growing.
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The San Diego Exposition is to be
unique in every detail, the idea and
treatment being novel and beautiful.

Dieco As A MANUFACTURING
CENTER.

Sax

The opportunities in San Diego are
unlimited for the manufacture of food

AMERICAN NATIONAL BANK, SAN DIEGO, CAL,

commodities, such as jans, jellies, pre-
served fruits, catsup—for the tomato
can be grown the year around—fish
canneries, some of the finest fishing
banks known being off the coast of San
Diego; vinegar factories, making white
wine vinegar from the tons of grapes
which are going to waste every year
in this county. We must have ferti-
lizer plants to furnish fertilizer to our

back country people, who use hundreds
of carloads each year. Large quanti-
ties of material for the making of fine
fertilizer can be found here, such as
guano, kelp and offal from the fish
cannerics. We have a number of
foundries, machine shops, sash, door
and planing mills, lumber mills, furni-
ture and fixture factories, metal, sash
and door factory, an oil refinery mak-
ing a high grade of gasoline, benzine,
kerosene and  distillate.  The West
Coast Gasoline Engine Company is one
of our largest manufacturing enter-
prises, making an engine which is with-
out an equal in the United States. The
Savage Tire Company has just com-
pleted a new factory building, and
now turns out a tire of excellent qual-
ity. This is the first automobile tire
manufactured west of Chicago.

San Dieco’s BANKING INsTITUTIONS.

Deposits of San Diego banks for
1912 exceed those of 1911 by more
than $6,000,000. Clearings incrcase

$145,000,000.
Qrowth of Deposits.
1909 ... #9,565,000
1910 ..o 11,016,000
1911 e 14,104,000
1912 e 20,670,000
May 1, 1913...........oooeles, 21,097,000
Growth of Clearings.
1909 ... $02,094,521.82
D ¥ 67,172,976.23
IS1T oo 86,724,300.47
1912 . 131,894,087.37

The bank deposits of San Diego for
the year 1912 exceeded those for the
vear 1911 by more than $6,500,000.
The bank clearings for 1912 exceeded
these of 1911 by $45,000,000, which
is a fifty per cent. increase over the
previous year. These two facts show
what San Diego banks are doing. how
San Diego is growing, and give some
idea of the financial strength of local
institutions.

If pride was ever pardonable, it is
the pride the business men of San
Dicgo have in the city’s monetary insti-
tutions for the reasons stated above.
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Deposits, the primary and basic stone
of the structure of any banking house,
have shown what the city has done in
the way of growth financially.

In 1905 the bank deposits of San
Diego institutions totalled $5,388,-
518.58. In 1906 the total deposits
were $6,948,972.05. In 1907 they
were $7,028,822.65. In 1908 they did
not show much of a gain, the total de-
posits being $7,151,875.77. This inac-
tivity was doubtless the result of the

slight stringency in the money market
in 1907, but 1909 came forward with
a gain of nearly two and one-half mil-
lion dollars, the total deposits for that
year being $9,565,684.74. The total
deposits for 1910 were $11,016,000,
showing a gain of a million and a half
over the previous year. In 1911 the
deposits jumped to $14,104,583.38,
showing a gain of twenty-eight per
cent. over the previous year, and 1912
shows an increase of more than any

Statement of Banks May 1st, 1913.

Surplus and Total

Capital. Und. Prof. Deposits. Resources.

First National Bank.............. $150,000 $281,655.46  $3,656,934.76  $4,250,372.38
Merchants National Bank......... 100,000 452,176.37 2,415,000.00 3,096,000.00
Bank of Commerce & ‘I'rust Co.... 500,000 247,589.05 3,390,455.04 4,135,098.76
Blochman Banking Co............. 75,000 21.257.02 649.280.54 754,280.67
American National Bank........ 200,000 172,000.00 1,905,000.00 2,506,000.00
S. D. Savings Bank............... 200,000 268,219.76 3,791,848.41 4,328,827.17
Cit. Savings Bank................ 100,000 31,934.28 940,923.58 1,082,194 44
So. I'r. & Sav. Bk................. 250,000 98,540.45 2,544,000.00 2,982,020.73
Marine National Bank........... 100,000 54,836.02 1,342,767.20 1,538.485.95
Univ. Ave. Bank................. 50,000 7,788.00 461,563.00 320,044.39
Total .......... ...l $1,725,000  $1,636,005.41 $21,097,772.53 $25,212,824.19
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two previous years combined, the de-
posits being $20,670,000, a gain of six
and one-half million. The first four
months of the present year show a gain
of nearly a half million.

This is a showing which few cities
the size of San Diego can cqual and
it tells eloquently of the city’s progress
and of the strength of its financial
institutions.

The bank clearings of the past few
years tell the same story from a differ-
ent angle, the bank clearings of a city
showing the actual commercial activity.
In 1909 the clearings were $52,094,-
521.82. In 1910 the total clearings
were $67,178,976.28. In 1911 the
clearings totalled $86,724,388.47, and
in 1912 they jumped to $181,89+-
087.837. The gain of 1911 over 1910
was nearly $20,000,000, while 1912
shows a gain of forty-five million, or
fifty per cent. over 1911.

These figures tell graphically more
than could words what has been hap-
pening in San Diego during the past

few years. This shows that thousands
of newcomers are engaging in business
and making their homes in San Diego.
It shows that the banks are in a pros-
perous condition and that the people
have great faith in the monetary insti-
tutions of San Diego.

Ofticers of the commercial banks re-
port that during 1912 and the first
four months of 1918 a very large num-
ber of new accounts were opened. The
size and the satisfactory nature of the
accounts show that the vast number of
newcomers are people of means and
thrift, that they are substantial and
that they are contributing their share
toward strengthening the city’s bank-
ing business.

The reports of the larger banks on
payroll accounts show how the city is
progressing and that thousands are re-
ceiving good salaries that were not
being paid two years ago. The savings
banks report a large increase in the
number of accounts, a proportionate
increase in the size of the accounts,

HOTEL DEL CORONADO, SAN DIEGO, CAL.
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and a general condition better than
that of a year ago.

San Diego’s banks were never in a
better condition than now. The figures
for the past year compared with the
year before show the volume of busi-
ness done and the rate of increase. In

no city of the State are banks more
solid and endowed with better re-
sources. So the city of San Diego
points with pride to her banks and
bankers and with special pride to the
figures which tell what they have done
in the past two years.

The Soul of Business

R. MORGAN was an extremely

reticent man; few persons of his
eminence within recent generations
have left so small a quantity of record-
ed words by which to judge their minds
and characters. Probably more than
he had said publicly elsewhere during
the last half of his lifetime came out
during his recent examination by the
Pujo Committee at Washington; and
the qualities it expressed gave an im-
pression such as any man might be
happy to leave with his contempora-
ries. Mr. Morgan’s words in answer
to the examiner’s questions are as
follows:

I know lots of men, business men, too,
who can borrow any amount, whose credit
is unquestioned.

Is that not because it is believed that
they have the money back of them?

No, sir; it is because the people believe
in the man.

And it is regardless of whether he hLas
any financial backing at all, is it?

It is very often.

And he might not be worth anything?

He might not have anything. I have
known a man to come into my office and I
have given him a check for a million dol-
lers when I kenw he had not a cent in the
world.

There are not many of them?

Yes, a good many.

Commercial credits are based upon the
possession of money or property?

Money or property or character.

Is not commercial credit based primarily
upon money or property?

No, sir; the first thing is character.

Before money or property?

Before money or anything else.
cannot buy it.

So that a man with character, without
anything at all behind it, can get all the
credit he wants, and a man with the prop-
erty cannot get it?

That is very often the case.

But is that the rule of business?

That is the rule of business, sir.

If that is the rule of business, Mr. Mor-
gan, why do the banks demand—the first
thing they ask—a statement of what the
man has before they extend him credit?

That is a question which—that is what
they go into; but the first thing they say
is, I want to see your record.

Yes; and if his record is a blank the next
thing is how much he has got?

People do not care then.

For instance, if he has got government
bonds, or railroad bonds, and goes in to
get credit, he gets it, and on the security of
those bonds, does he not?

Yes.

He does not get it on his face or his
character, does he?

Yes, he gets it on his character.

I see; then he might as well take the
bonds home, had he not?

A man I do not trust could not get
money from me on all the bonds in Chris-
tendom.

That is the rule all over the world?

I think that is the fundamental basis of
business.

Money

These are wholesome words, ex-
pressed with the directness of a strong
and simple soul. They express the idea
of business that was held by the man
who in his time bestrode the world as
the very apotheosis of bnusiness.—
Collier's Weekly.



MODERN FINANCIAL INSTITUTIONS

AND THEIR EQUIPMENT

COMMERCIAL NATIONAL BANK, RALEIGH, N. C.

New Home of the Commercial National

Bank, Raleigh,

HE Commercial National Bank of
Raleigh, N. C., will celebrate its
twenty-first birthday September 30 in

cxtremely handsome style, for it is to oc-
cupy its own building, Raleigh’s first sky-
scraper, and is to have quarters not sur-
passed in any respect by any bank in the
South,

The building is ten stories, and contains
the bank, two stores and ten office floors,
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North Carolina

carrying a total of 180 rooms. There is a
special entrance to the bank and one to
the office section, and in the latter section
will be located some of the foremost in-
surance companies in the State, as well as
other prominent concerns.

The design of the bank building is the
work of P. Thornton Maryve of Atlanta,
who has done much important work in
Raleigh. The building is of steel con-
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struction, and of concrete, brick, granite,
Indiana limestone and terra cotta, its front
peing 90 feet and depth 120. The base
is of granite, Indiana limestone being used
for the first floor, tapestry brick and terra
cotta for the remainder of the work.

The banking room will easily be one of
the handsomest in the South and the mural
‘decorative work is done by some of the best
artists in the country, the material used
being what is known as travertine. The
«cost of the building, vaults and furniture
approximates $300,000. The construction is

Capital
Sept. 30, 1892 . $100,000
Sept. 97 100.000
Sept. 100,000
Sept. 100,000
Sept. 300,000

The Commercial National Bank of
Raleigh, N. C., is the worthy successor of
the Commercial and Farmers Bank, which
was organized as a State bank September
30, 1891, with a paid-in capital of $100,000.

In February, 1908, the bank became a
national institution, with a capital of $100,-
000, surplus and profits $118,861.99, depos-
its $676,992.43. In March, 1910, the capital
was increased to $300,000, with surplus and
profits $84,344.86; deposits, $730,195.91.

The following figures show the steady
growth of this bank since its organization:

Surplus & P'rofits. Deposits. Total Resources.
$17,905.16 $137,504.83 276,244.29
27,840.97 267.083.42 453,465.57
53.284.31 375,315.17 575.429.95
113.249.58 625.732.0% 904.497.68
*115,716.69 1.247,567.62 1,871,105.45

* Dividend of 100 per cent. when capital was increascd to $300.000.

fireproof and all of the fittings and equip-
ment the last word. There are three ele-
vators within the building, one extending
to the deep basement and all going to the

B. S. JErmaAYN

PRESIDENT COMMERCIAL NATIONAL BANK,
RALEIGII, N. C.

roof. On the roof will be an electric search-
light of very high power, the flash from
which, it is estimated, will be seen for
some fifty miles.

The banking room carries two of the
largest steel vaults in the State, one for
money and the other for safe deposits, and
there are special booths for customers, also
telephone booths and waiting rooms for
them.

The stockholders have received in aivi-
dends since organization $298,950, and the
last published statement showed surplus and
profits of $129,569.31; total resources, $2,-
028,937.41.

For more than twenty-one years this bank
has been one of the strong and reliable
financial institutions of North Carolina’s
capital city, Raleigh, and in no small meas-
ure it is due to the conservative and pro-
gressive spirit of this bank that Raleigh has
become one of the leading towns in the
South.

The Commercial National Bank has the
largest capital and surplus of any of the
eight banks of Raleigh, and its present
ofticers are: President, B. S. Jerman; vice-
president, Alfred A. Thompson; cashier, E.
B. Crow; assistant cashier, A. P, Bauman.
Amongst its directors are some of the

E. B. Crow

CASHIER COMMERCIAL NATIONAL BANK,
RALEIGH, N. C.
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leading financiers and business men of
Raleigh and the State of North Carolina.

The bank is proud of the fact that most
of its directors and all of its officers have
been connected with the bank since its or-
ganization in 1891,

B. S. Jerman, president, was the frst
cashier and is considered not only one of
the leading bank men of Raleigh, but of
the State as well, a man of force whose
judgment and integrity can be relied upon.

A. A. Thompson, vice-president, has
filled this position since 1891 and is one of
the leading business men of the State, be-
ing president of two large cotton mills and
interested in many of the leading enter-
prises of the city.

E. B. Crow, cashier, started as collector
and has filled every position in the bhank
with credit to himself and the bank.

A. P. Bauman followed Mr. Crow as col-
lector and now holds the important position
of assistant cashier and teller,

Raleigh is rapidly becoming a special
agency center and the erection of this splen-

Union Bank and
Phoenix,

CON SEQUENT upon the prosperous de-
velopment of its city and State, with
a gratifying growth of its own busi-
ness, the Union Bank and Trust Company
of Phoenix, Arizona, has found it advisable
to make a very marked increase of capital
and to effect a general reorganization of the
institution. Heretofore the capital has been
£50,000, bul it is now proposed to raise the
amount to $1,000,000, a large part of which
was promptly subscribed as soon as an-
nouncement of the increase was made.

This addition to the capital of the Union
Bank and Trust Company will make this
the bank of largest capitalization in Phoenix
and will greatly add to the ability of the
institution to meet the demands of those
who deal with it.

The Government is expending large sums
on irrigation projects in the vicinity of
Phoenix, and when these enterprises are
completed the productivity of the country
will be greatly increased and prosperity and
business activity will rapidly follow. It has
been deemed wise by the new management
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did building, with its 180 offices, brings to
the city many important agencies, and in
this respect alone, the building is a very
important addition to Raleigh.

The exact date of the twenty-first birth-
day of the Commercial National Bank is
September 30, and by that time the bank
will occupy its magnificent banking room.
The remainder of the building is now com-
pleted, except the decorations.

The country business done by this bank
shows not only the possibilities along this
line, but also the importance of farmers
as bank customers, as they are in splendid
financial condition and are to a large ex-
tent only now beginning to really use the
banks, their confidence bringing to light
great sums of money which have been out
of circulation.

The “Commercial” is known as the “Wel-
come bank” on account of the courteous
treatment given to every one who comes
within its influence. Its cardinal points are
safety, promptness, liberality and courtesy.

Trust Company,
Arizona

of the Union Bank and Trust Company to
prepare in advance for this new era of de-
velopment, for it is the policy of the com-
pany to aid in the upbuilding of the city
and surrounding country, and with this end
in view the officers are persistent adver-
tisers of Arizona and the advantages it
offers to immigration, capital and enter-
prise.

The enlargement of the capital of the
Union Bank and Trust Company is a part
of the progressive programme initiated
by the new management under the lead-
ership of the president, J. K. Tennant,
who has been prominently and successfully
identified with important financial enter-

_ prises on the Pacific Coast, and whose con-

structive efforts have been warmly ap-
proved in numerous letters received by Mr.
Tennant from many leading bankers of that
section of the country. The new officers of
the Union Bank and Trust Company are:
President, J. K. Tennant; vice-president,
John P. Orm; cashier, A. H. Klein.



Where Is The Money ?

THIS is the query propounded by
the Boston “Transcript,” and it
gives the following answer:

Certainly it has gone into neither
stocks nor bonds. Real estate absorbed
a good deal of it back at the end of
1911 and during the opening months
of 1912, but from the condition of
the real estate market since that time
it is plain that little outside money has
gone into real estate during the past
year or so. Is it possible, then, that
as profits have been made they have
lien put back into the business—that
is, invested, so to speak, in “bricks and
mortar”? That, necessarily, is a mat-
ter of opinion. In some parts of the
country, undoubtedly, especially in the
Middle West, business prospects have
been regarded so favorably that manu-
facturers very generally have been util-
izing surplus earnings for the enlarg-
ing of capacity. But if that has been
the case here in the East, building and
other records do not show it. For the
better part of a year now, it must be
borne in mind, radical revision of the
tarif has been a practical certainty.
That has had the effect, even where
business was good and satisfactory
profits were being made, of restricting
any disposition greatly to enlarge ca-

pacity. Taking it all in all, the past
couple of years have not seen any very
great proportion of business profits tied
up in what are known as fixed forms
of investment. In plenty of cases small
companies have enlarged their plants,
but the really big corporations have
not tied up any great amount of money
that way. And as to the railroads,
there has been less new construction
than at any time for years.

The fact that 415 per cent. bonds of
a road like the St. Paul go begging
for buyers at less than par, or that
investors refuse to be attracted by
standard  dividend-paying railroad
stocks, yielding 6 per cent., is no proof
that there is no accumulated capital
awaiting investment. In the hands of
the banks who hold it at present, it is
utterly unavoidable for that purpose—
might as well, to all intents and pur-
poses, not exist. But from an invest-
ment point of view, to reckon this great
fund of capital as non-existent would
be a very great mistake. None the
less, because the owners of the money
do not want to invest it in securities
at present and the custodians of the
money dare not so invest it, does this
fund constitute a potential buying
power of very great strength?

Bank Publicity Association

AT a meeting of the Bank Publicity
Association of New York on
June 4 these directors were chosen:
W. E. Purdy, Chase National Bank;
E. A. Bennett, American Exchange
National Bank; Charles E. Meek,
Fourth National Bank; E. B. Wilson,
Bankers’ Trust Company; Horace An-
derson, Title Guarantee and Trust
Company; H. A. Dunn, Columbia

Knickerbocker Trust Company; J. T.
D. Cornwell, Peoples Trust Company,
Brooklyn; N. P. Gatling, Chatham and
Phoenix National Bank; F. W. Ells-
worth, Guaranty Trust Company.

At a subsequent meeting the follow-
ing officers were elected: E. B. Wil-
son, president; N. P. Gatling, vice-
president; E. A. Bennett, secretary; H.
Anderson, treasurer.
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European

OVERLOANED AND OVERARMED

NDER this heading, “The Econo-

mist,” a conservative London
financial journal, said in its issue of
May 24:

The world is overloaned and over-
armed. That, we think, is the opin-
ion of shrewd observers in the city, and
it is an opinion which must be reflected
and shared by leaders in commerce and
finance all the world over. This is a
mechanical age, an inventive age, a
spending age, an age in which all the
capital that can be supplied, all the
surplus savings, all the liquid resources
of rich countries are greedily absorbed
and swallowed. If the money could be
employed in reproductive works or in
the promotion of public utilities, all
would be very well, for the liquid fund
of capital (i. e., the saved surplus)
would grow larger year after year, ex-
panding with every expansion of indus-
trial activity. But, alas! war and arma-
ments, the twin ogres of our barbaric
civilization, are greedily devouring a

larger and larger share. We may ad-
mire the marvellous inventive skill
which is applied with such horrible suc-
cess to the manufacture of military,
naval and aerial appliances for the de-
struction of life and property; we may
glory in the patriotism which in every
nation is called into being to support
this rivalry at all sacrifices and all
costs. But at the same time, every
sober-minded man must recognize in
speeches like that which Mr. Pease, our
Minister of Education, gave to the
Peace Society a note that ought to be
struck boldly and loudly in every centre
of enlightenment. Let us combine pat-
riotism with common sense. L