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THE ALDRICH BILL will require careful consideration and amend-

ment before it is permitted to become a law. In his address
before the recent convention of the New York Savings Banks Asso-
ciation, Mr. HORACE WHITE called attention to a feature of the bill
that is open to criticism. Mr. WHITE said :

‘‘ The Aldrich bill deals with the bank-note question in still another
way. Itallows the Secretary of the Treasury to suspend and resume
the redemption of National bank notes at Washington at his own
pleasure. Under existing law a redemption fund equal to five per
cent. of its outstanding circulation must be kept in the Treasury by
each note-issuing bank. Anybody may send bank notes in bulk to
the Treasurer of the United States for redemption, and they must
there be sorted, redeemed out of the five per cent. fund and returned
to the parent banks. The cost of sorting and transporting must be
defrayed by the banks issuing the notes and each one must keep its
five per cent. fund replenished. The Aldrich bill does not propose to
stop redemption of the notes by the Government, but it provides that
the Secretary of the Treasury, after redeeming them, may pay them
out for Government dues instead of sending them home. One of the
chief defects of our present system is the sluggishness of the redemp-
tion of National bank notes. This section of the bill proposes to make
it still more sluggish, but that is its least objectionable feature, since
it would give the Secretary control of the reserve fund of every note-
issuing bank in the Union, and enable him to ‘ put the screws on’ and
take them off at his own will. Their redemption fund in Washington
is a part of their cash reserve. Ordinarily one-quarter of their circu-
lation will be sent to Washington for redemption each year. 1f the
Secretary can say to the banks: ¢ Until I give the word you need not
redeem any of your note issues except such as are presented at your
own counters,’ his powers, both financial and political, will be much
greater than they are now, or ever ought to be.”

1
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In the opinion of some careful observers the inelasticity of the
present currency of the country is due as much to the imperfect
methods of redemption as to any other cause. The anomalous posi-
tion of the silver coin and certificates, the volume of legal-tender notes
fixed by law at a sum which is neither increased nor diminished, and
the lack of a rapid commercial redemption of the National bank notes,
all tend to cause this inelasticity about which there is so much com-
plaint. There is, in fact, a growing feeling that the movement to
secure an elastic currency, which in itself is quite commendable, is in
danger of being subverted to meet the demands of those who simply
desire a greater volume of money. It is also alleged that under the
pretext of providing more money to move the crops an expansion of
the currency is to be brought about chiefly to sustain the inflated
values of the mass of ‘‘ undigested securities ” on the market. The
recent fall in the prices of stocks, particularly those known as ‘‘ com-
mon,” indicates that a number of these securities are in need of a
tonic. But it is substantial value that they require rather than such
‘temporary assistance as they might derive from an inflation of the
currency. ]

As THE BANKERS’ MAGAZINE has urged for many years, the
principle of an asset currency is sound enough, but the application of
that principle under all the circumstances at the present time is exceed-
ingly difficult, and if any provision for redemption is to be adopted
similar to that contained in the Aldrich bill, or in the Fowler bill as
finally amended, it would be better to postpone the whole matter until
public opinion can be brought to the support of a thoroughly sound
measure.

By providing for redemption in ‘‘lawful money ” the expense of
maintaining gold parity is shifted from the banks and those who deal
with banks—where it properly belongs—to the whole body of tax-
payers—where it does not belong. But the blame for the present sit-
uation does not rest with the banks, but with Congress for keeping
the legal tenders in circulation and in coining two kinds of full legal-
tender money of unequal value.

The gradual conversion of the legal-tender notes into gold certifi-
cates (which may be done without a bond issue and without contrac-
tion) is a step that should properly precede the introduction of an asset
currency, and when that is done some provision will have to be made
for keeping silver exchangeable with gold, as the legal tenders are
now practically the bridge that links the silver currency to the gold
standard.

Unless the prompt redemption of an asset currency is made cer-
tain, a large permanent addition to the supply of currency would ensue
and prices would be artificially buoyed up. The high level of prices



EDITORIAL COMMENT. 8

and the large exportation of gold would seem to point to a present
redundancy in the volume of currency.

Mr. WHITE’S address, to which reference has been made, was
printed in full in the June number of the MAGAZzINE. Itis one of the
most lucid and thorough presentations of the principles of an asset
currency that we have seen, and is worthy of a careful reading by all
who are interested in the currency question.

THE INTEROCEANIC CANAL matter seems to be hanging in the
air, waiting for the action of the Congress of Colombia. If this is
delayed beyond reason, and it becomes impossible to secure the
Panama route, the President, under the terms of the law, will be
constrained to open negotiations with Nicaragua. There is undoubt-
edly a large faction who for various reasons prefer the latter route,
but the general sense of engineering opinion seems to be in favor
of Panama.

It is barely possible that the chaotic government of Colombia may
render this last-named route impracticable for the United States.
The probabilities are, however, that some way out of the present
muddle will be devised. Already there are rumors that the Panama
section of the Colombian Republic is inclined to secede and make
terms for itself with this and other countries, and intimations,
whether inspired or not, are being circulated in the daily press that
this country might be inclined to avail itself of such a situation. The
country has a precedent in the recognition of the secession of Texas
from Mexico. There is probably an opportunity for American
intriguers and ex-filibusters, who have always thriven to a certain
extent on the troubles and disorders of the States of Central America,
to do something with a secession programme. The Government of this
country would wish to avoid any course which could not be sustained
from an ethical or moral standpoint. A move for secession on the
part of Panama, whatever else its result, would tend to hasten action
by Colombia.

The interest from a financial and banking standpoint in the con-
struction of the canal comes in two ways. If Colombia accepts the
terms and the Panama route is finally acquired, there is the payment
of forty millions to France to be provided for, followed by extensive
bond issues for the construction of the canal. It makes much differ-
ence to the business public at what season and in what conditions of
the money market the payment for the canal properties of the
French company is made, especially under the present currency
and banking laws and customs. The remittance will have a greater
effect on business when the demand for money is great in the home
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market. If the settlement is delayed and made in the fall, when the
crops are to be moved, it may cause stringency in the money markets.
Such trouble in the autumn is always apprehended, and it has been
freely prophesied that the failure of Congress at the last session to
pass any measure of relief will be seriously regretted next fall. But
to a certain extent the hands of Congress have been withheld from
making any move, because of the extreme probability of bond issues
for canal construction. It must not be forgotten that this undertak-
ing, while an eminently peaceful one, will be as much of a drain on the
country’s resources as a very considerable war. It will cause a boom
in the furnishing of supplies and machinery and an opportunity for
contracts equal to the war with Spain. The hygienic conditions of
the route will require a maintenance of a discipline which will be
practically military. The country may find it necessary to maintain
all its reserves of credit. If Congress had abolished the bonded
bank-note system in favor of an asset currency, the price of bonds
would undoubtedly have fallen. If it should authorize the use of
State, municipal and railway bonds for public deposits, a similar effect
would follow. It is not necessary to consider the further effect of
such a measure in encouraging the extravagance of municipalities,
but it is not unreasonable to apprehend that if either of these measures
should become law it might be found impossible to sell the two per
cent. canal bonds at par. Moreover, a check might be given to the
sale of investment securities of all kinds were the United States
States bonds now held by the National banks to secure circulation
and public deposits thrown on the general investment market.

Until the construction of the canal is settled, either for or against,
it cannot be expected that radical changes in the monetary system
can safely be attempted. Furthermore, the issue of the canal bonds
will for a time, and perhaps for a number of years, give a needed
relief by extending the basis of the present National bank currency.
Government securities in all nations are not as superior to other
opportunities for investment as they once were, and nations may
see as much reason to nurse their credit in time of peace as they
formerly did under the pressure of war. If the Panama scheme
falls through there will be a longer period of uncertainty. Nicaragua
comes on the stage, and negotiations, the preparation of treaties and
their ratification all require time.

It is, therefore, not difficult to conclude that the prespective con-
struction of an interoceanic canal by the United States is having an
effect upon the business interests of the country. Itis the same as
if it was known to almost a certainty that the country within the near
future would be involved in a war of sufficient size to largely increase
the national debt. It is, however, contended by some that it is
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unnecessary to issue bonds for the construction of this canal, that the
Government should use its surplus revenues for the purpose. It is
possible that this might be done successfully, but there is an element
of uncertainty in such an undertaking. No one knows what may
take place to reduce the revenues or increase the expenses. Surplus
revenues now sooner or later go back to the country. Payments in
Panama or Nicaragua would not come back in the same degree. It
is much better to separate the funds for the canal from the other funds
and expenses of the Government. Confusion of the ordinary revenues
with the expenses of the canal might give rise to many opportunities
for misuse of funds. This would be in addition to the dangers caused
by the chance that there might not be a surplus revenue when it was
most needed.

On the whole, it is believed that the existing uncertainty as to
what will be done about the interoceanic canal has a depressing effect
on the business of the country in that it has prevented decisive action
for the improvement of the currency, and that thus indirectly appre-
hensions for the future are increased which chill the confidence with-
out which the most favorable material conditions invoke prosperity
in vain.

THE CROP PROSPECTS are not at this time as encouraging as they
were thought to be a month or two ago. The season has been cold
and backward ; in some sections drought has prevailed and in others
there have been floods. Winter wheat has been injured, and there
has not been the acreage of spring wheat that was expected. Corn
has been retarded in the planting by the bad condition of the ground
due to floods and cold weather. In fact, the present outlook is far
from good, and in so far as the future prosperity of the country is
dependent upon the crops there is some apparent ground for discour-
agement. Cotton prospects, as far as the season’s yield is concerned,
have been clouded by the weather in much the same manner as the
prospects for the cereals have been affected.

It is, however, the custom to discount every event in ad vance, and
traders who care little for anything except the immediate results of
their deals are not as yet much dismayed.

The bad outlook here for wheat has not raised prices, because the
reports from abroad are more favorable than they were earlier in the
year.

Those who attempt to predict a season’s outcome are apt to prove
mistaken in their prophecies, or if the results are as foretold they may
be convicted of ignorance because success or failure has not been the
consequence of the reasons alleged by the inspectors of the future.
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It is a fact that very few seasons progress altogether favorably.
There is a tradition among farmers that once in a while there arrives
what is called a lazy man’s year, when every crop grows and thrives
because all conditions are from beginning to end auspicious.. These
years do not happen very often, although patriotism may claim that
they occur oftener in the United States than anywhere else. This
season’s record so far points to the fact that this is not one of those
years of plenty, when bounteous Nature of her own free will relieves
the tired muscles of the agriculturist.

‘Whatever truth there may be in this theory of especial years of
plenty, it is usual for the weather to so average up throughout the
whole season as to enable farmers to obtain good crops even when
floods and droughts and lack of sunshine seem to hold back vegeta-
tion during the usual growing period. There is plenty of time yet
for a successful agricultural year. A late and backward spring is
often compensated for by a long continuance of summer into the
autumn months. Nature possesses vast powers of recuperation and
often more than makes good destruction that seems without a possi-
bility of reparation.

It is doubtful whether predictions based on the reports which are
so carefully gathered from all parts of the world as to the condition
of the staple crops, are ever of any value except for the day. Those
who collect these reports and receive daily the news as to how the
crops look, and send out their abstracts of this news to the exchanges,
are perhaps like the fly on the chariot wheel, tempted to think that
they are the motor that makes all things whirl. The individual farmer
who inspects his growing crops every day and sometimes hourly and
constantly, can draw no sound prediction of what the end will be.
He can note changes for the better or the worse, but good fortune
may come in a chance shower, or bad in a blight or invasion of some
insect terror. On a large scale this kind of observation tells how de-
ficiencies and losses in one place are made up by favoring conditions
elsewhere. After all the report is but for a day. Till the season is
ended there is nothing to rely on, except for those who make the ru-
mors of the day the basis of their temporary speculation. The real
prosperity of the country depends not at all upon the passing opinions
of the bulls and bears who seek out of incomplete information to guess
whether prices will rise or fall a point.

The real value of these crop reports, like that of any information
lies in their completeness, and they are of great use in giving all pro-
ducers the fairest possible chance to receive correct equivalents for
their products. If too much relied on in speculation these reports of
a crop’s progress may prove very deceptive. Any one dealing in Ameri-
can securities who was led to optimistic views, and paid high prices
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because two months ago crop prospects were unclouded, and would,
now that floods and drought and lack of sunshine have clouded: these
prospects, be willing to sell at a loss, in each case would be equally
foolish. When the reports of each crop are complete with the re-
cord of the harvest, then alone can it be known what is added to the
real resources of the land. It makes no difference what the interven-
ing opinions have been or how prices have been affected by reports,
favorable alternating with unfavorable, the result in the aggregate
wealth of the country will be the same when the crop finally comes to
market. '

The general tendency of this daily forming of new opinions as to
prices in the grain exchanges based on daily reports from all agricul-
tural sections, is to equalize prices. No rumor or report can usually
continue long until it is contradicted or modified by another. Bad
reports from one section are checked by good ones from others. The
losses and gains which traders make by backing their temporary
guesses do not increase or diminish the resources of a country to any
perceptible extent. It is also doubtful whether speculation, even in
the most extravagant forms, is at all injurious to the real industrial
and agricultural interests. The realities remain little affected by it.

While as far as this MAGAZINE is concerned it was believed that
the crop reports of the earlier months of the year were likely to prove
too high colored and that the chances were against the continuance
of such bright prospects, it is now thought that opinions are swing-
ing too much to the other extreme. The wet weather of the present
season has not been nearly as unfavorable as that of last year. Rains,
where rains have prevailed, have been followed by more wind which,
with the absence of too great heat, has left plant life in a better con-
dition for future growth when the summer heat does arrive. There
has been little of the hot moist weather that did so much damage last
season. In fact, there is as yet no reason to seriously apprehend any
great falling off in the staple crops of the year from anything that has
yet happened.

THE BASIS OF ALL S8UCCESSFUL TRADE is honesty and fair deal-
ing; at least, this trite proposition is assumed to be true by all writers
on political economy. Moralists, while recognizing the weaknesses
of humanity as displayed in individual conduct, have fallen back with
confidence on the fact that the common sense of mankind recognizes
the advantages of fair dealing as a policy. ‘‘ Honesty is the best
policy,” is a time-honored proverb. Economists, in formulating the
natural laws controlling business, take little note of aberrations that
are caused by dishonest methods. They assume that such methods
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are sure to evolve their own cure. The developments of modern
business by corporations and combinations have shaken, if they have
not altogether overthrown, many economic theories, and the organi-
zation of labor on the large scale witnessed in modern times has simi-
larly upset many of the hard and fast assumptions in regard to the
effect of the laws of supply and demand on the labor market. Politi-
cal freedom enters into the problems with increasing importance.
Combinations, either of capital or labor, cannot attain any great
effectiveness where the powers of government can exercise arbitrary
control. Ancient monopolies were powerful because they derived
their strength from the support and backing of government. Modern
monopolies flourish because they are free from government control.
Individuals who possess political rights cannot be oppressed by arbi-
trary government. Modern combinations, either of capital or labor,
obtain most of their power and vitality from the political and legal
rights of the units of which they are composed.

Whether it be true or not, as is frequently alleged, that the powers
of combination are used for purposes of corruption, every thoughtful
person must recognize the fact that they afford opportunities for
accomplishing ends by bribery and receiving bribes upon which there
isat present no adequate check. Hitherto these charges of corruption
have almost invariably been made against the combinations repre-
senting capital. Also these charges have usually pointed at the cor-
ruption of those who could impose or withhold political restrictions.
Organizations of labor and their leaders have generally been assumed
to be more honest in their methods than combinations of capital.
The labor leader has been regarded as a man devoted to the welfare
of his class, who, though often fanatical, impracticable, and unneces-
sarily inclined to violence, was at least above the plane of those who
sell honor for money. Recent charges imply that the men to whom
labor deputes the management of its organizations, are learning the
ways of the wily capitalist, and are awakening to the existence of
opportunities for gain by the exploiting for money of the control of
labor deputed to them. If all that has been published as to the
ways and motives of the walking delegate be true, it would appear
that he has become exceedingly wise in regard to the powers of his
position.

In the days of innocence, when a strike was ordered, it was sup-
posed to be a remedy for some grievance of the workman. Now the
strike is called for the benefit of the labor leader. Rivalries and com-
petitions of employers in the same trade are studied, and the walking
delegate dispenses his favors to them for a consideration in precisely
the same manner as the political boss is accused of doing. One fur-
nishes or withholds labor, the other deals in legal privileges and
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reatrictions. One has a legislative body at his service, the other a
monopoly of labor of a particular trade. Employers of this labor,
rivals and competitors, are as quick to see the advantage of dealing
with the walking delegate as are rival corporations to perceive the
advantage of negotiating with the political boss. In fact, there are
greater possibilities of advantage to an employer of labor dealing
with a walking delegate than in the case of a corporation merely
warding off attack or procuring legislative favors. The employer
<an bribe, not only to obtain labor for himself, but at the same time
prevent a rival in business from obtaining the necessary workers.

With all the alleged corrupt practices of legislatures, there are
limits in the making of laws. The constitution compels equal treat-
ment of all individuals or corporations. No legislature, however
corrupt, could hope to make effective a law which would restrict one
corporation and grant a privilege to another corporation of the same
class. A walking delegate has no constitution to control him, and
can blow hot to one employer and cold to another. Employers, too,
learning the game by being sought for by the controller of labor
seeking his own emolument, as their education progresses, discover
how to conspire with the walking delegate against rivals. There are
1n fact no limits as yet to the use of that kind of corruption. Nor is
it difficult to imagine how dealings between organized capital on one
hand and organized labor on the other, cynically and scientifically
developed, in other words, guided by sagacity and intellect devoid of
moral scruples, may easily upset all calculations based on the laws of
supply and demand.

As aresult of these corrupt practices labor becomes more and more
under the control of capital. The workingman may seem to gain
some temporary advantage, but in the long run he becomes a mere
counter, as much the property of the labor leader as coins are the
property of the capitalist. Dealings of this sort eventually make the
workman the property of the class he is supposed to be making terms
with, Indications in corrupt proceedings of this kind point to a lack
of power both on the part of the employer of labor and the working-
man to view the matter from a moral standpoint. There seems to be
a degree of cynicism, of unconcern as to the right and wrong, on the
part of both. The laboring men still have faith in leaders who prac-
tice blackmail, and employers as a rule seem to regard blackmail, of
which they are the subjects, as only one moreincident necessary to the
successful conduct of business.

The only redeeming feature is that there is still some hesitation in
giving evidence and revealing the truth. This is the tribute that vice
pays to virtue. All pretext that the passing of money for calling off
strikes is regarded as legitimate business, is swept away by the aver-
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sion to give evidence and the euphemisms and excuses employed in
such explanations as are made.

It is impossible that such conditions, once known to exist, can con-
tinue. If employers all become cognizant of the manner in which it
is possible to avoid labor difficulties by purchase, they will begin to
bid against each other, and this will raise the demands of the walking
delegate. This will bring combination and resistance. On the other
hand, the workingmen will probably learn before long that orgauniza-
tions which merely fill the pockets of the leaders with money that
should go to the workers are directly opposed to labor interests.

GREAT INDUSTRIAL CORPORATIONS in their financial management
afford an interesting field for study, as is illustrated by the unpleas-
antness which has arisen between the shipyard trust and the Bethle-
hem Steel Works. This controversy seems likely to throw some new
light upon the character of the negotiations by which control of great
properties is sought to be gained and transferred.

Trust operations in their inception no doubt yielded profits to the
stock and bond holders of the corporations that were consolidated.
The greater share of these profits appears to have been absorbed by
those who were on the inside, by the promoters of the combinations,
but there was enough left to the outside holders to highly impress
the general public with the advisability of following the lead of the
men who conceived these schemes. Many holders of stocks and
bonds regarded as almost worthless were agreeably disappointed and
surprised at receiving high prices for their supposed hopeless invest-
ments. Faith in the supernatural astuteness and sagacity of the lead-
ers of the new school of finance was thus secured, and there seemed
at one time almost no limit to the successful outcome of every enter-
prise in which they might take a hand. The conviction grew that
the resources of these men were so great, and were wielded with so
much wisdom, that failure was impossible. By degrees, however,
doubts began to materialize—large blocks of the new stocks and bonds
began to hang heavy on the markets. There arose much talk of un-
digested securities. The belief begins to grow that the promoters
after all expected the public to furnish the pepsin which was to assimi-
late this great mass, extract its nutritive value and add it to the rich
circulation of confidence necessary to maintain the general prosper-
ity. The public have been relying on the financial leaders to evolve
wealth from these manipulations and at the same time the financiers
have been relying on the public.

The shipyard promoters came rather too late into the field. After
making the original shipyard combination, their ambition rose and
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they thought the process could advantageously be extended so that
they might themselves produce the material used in their construction
work. Then a negotiation was entered into with Mr. SCHWAB for
the Bethlehem Steel Works. The issues of stocks and bonds neces-
sary to satisfy Mr. SCHWAB were of such magnitude that by holding
them Mr. SCHWAB virtually obtained a controlling interest in the
whole combination. But evidently this was not his immediate
purpose, nor was it anticipated by those representing the shipyard
combination that he desired this control. The expectation on the part
of both was that Mr. SCHWAB would unload the securities he received
upon the general public. This expectation was not based on any de-
gire to deceive the public. It was no doubt believed, and even great
promoters deceive themselves by over confident expectations, that the
affiliation of the steel plant at Bethlehem would place the shipyard
combination in such an advantageous position to save all the profits
on the iron and steel work required in constructing their ships, that
they might safely count on general profits sufficient to meet the divi-
dend charges on the old and new securities. Theoretically, perhaps,
this should have been an almost certain result. If this had been real-
ized, the public demand for the securities would have enabled Mr.
ScHWAB to unload; the new issues would have been digested.

It might be of interest to consider- what were the reasons that this
plan, which seems to conform to all the principles insuring the suc-
cees of similar combinations, did not succeed. If the business of the
shipyard combination was calculated fairly, and the saving to be
effected in the material used by owning their own steel plant was
calculated correctly, the promoters ought to have known what they
could pay Mr. SCHWAB for the property desired. Probably all this
was sufficiently convincing to those engaged in the negotiations when
the bargain was made. That there was any desire to foist worthless
or overvalued stocks on the public is not to be believed. Mr.
ScHwAB’s interest did not lie in that direction. The reason of the
failure of these securities to command their expected value should be
looked for in other directions. There has undoubtedly been some
unexpected check to the progress of the business, either because more
time than was anticipated is required, or from some mismanagement
of the united plants. No one can blame Mr. SCHWAB for desiring to
correct faults which seem to block the prosperity of the combination.
He may see obstacles seriously blocking the success of the whole
business which correct management could remove. He seems to
have been fair in offering an alternative to those who represent the
opposing shipyard interests. Either let me take control presumably
to introduce such management as will insure the success of the origi-
nal calculations, or give me back the property you purchased of me
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and make good what I would have had if I had not turned the prop-
-erty over to you. This is not unreasonable.

The suits in court are not likely to be argued on the main princi-
ples involved. Each side, when engaged in a legal controversy,
‘seeks to put the other in the wrong. Public opinion is sought to be
invoked by chargesand countercharges that the opponent was desirous
of foisting worthless securities on trusting and innocent investors.
:‘So many quarrels of this kind have been aired in the courts, and
‘there have been so many accusations that the business of the modern
financier is to exploit the public, that really it begins to appear as if
‘this were true. But it is unreasonable to suppose that those who
finance the industrial interests are actuated by unworthy motives.
They desire first of all the success of these industries. They desire
to place them in a position to make the largest possible returns on the
-capital invested, or created by betterments of plant or organization.
‘They have to rely on the estimation of the public for the credit in
which they stand, and it is incredible that they should deliberately
-calculate on robbing investors. Constantly changing conditions in
the industrial world make it extremely difficult for the most conserva-
tive to avoid mistakes.

.

THE CONSOLIDATION of the Western National Bank with the
National Bank of Commerce in New York is to go through, making,
it is anticipated, one of the largest banks in New York city. The
-capital will be twenty-five millions, and by a late weekly report the
net deposits of the two institutions were over 118 millions. The
.available resources will therefore closely approach $200,000,000.

The National Bank of Commerce before it became a National
bank, in 1864, was doing business under the Banking Laws of New
York State. It was the only bank in the country having a capital
of $10,000,000. When the national system was put in operation, in
1863, the State banks were averse to becoming nationalized. In 1864
‘Congress taxed away their circulation privileges, and made it easy
for those desiring to do so to become National associations. It was
thought best to uffer a special inducement to the Bank of Commerce,
the largest bank then doing business in the country, to join the new
gystem, and section 60 of the act of 1864 provided that any existing
bank with a capital of 10,000,000 and a surplus of twenty-five per
-cent. on becoming a National bank would be relieved from the pro-
vision of the law imposing a double liability on stockholders. The
Bank of Commerce was the only bank to which this part of section
60 applied. The charter of the National Bank of Commerce, renewed
from time to time, contained this exceptional provision, and this, as

@
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well as its being historically the older institution, caused the decision.
that the National Bank of Commerce should swallow and digest the:
‘Western, rather than the reverse.

The new institution is still far behind the Bank of England in capitall
and deposits, and in its power to issue circulating notes. It will proba-
bly be as powerful an institution as the National City Bank, that is,.
if all the accounts of the Western National are conveyed to it.
There is still material among the associated banks for the making of
a larger institution, which would outdo even the Bank of England..
It is not impossible that the great central bank, refused by Congress,.
may grow up by natural development under present laws. Once in.
existence and strong against any possible shock, it is possible that
such a bank could be granted a currency privilege without exciting,
the jealousy of other institutions.

A CENTRAL BANK for issuing currency is occasionally suggested..
This bank would have the exclusive privilege of providing bank
notes to the existing institutions upon their putting up security satis-
factory to the issuing bank.

If the process of consolidation of the New York Clearing House-
banks continues as rapidly as it has during the last five years, it will
not be a lifetime before the whole association may be merged in one
overwhelming corporation, bigger than could be started from new
capital. Such an institution would be large enough and strong:
enough to furnish a safe currency if Congress should grant the
power. Until this consolidation occurs, the proposition for a great
central bank in this country will hardly be taken seriously. The
jealousy of all the existing banks would prevent Congress from tak-
ing any step to encourage de novo the organization of any bank on.
the lines of the former Bank of the United States. Of course, if
such an organization just grew, like ‘‘ Topsy,” as seems not unlikely
from the progress of consolidation, the thing being already to hand,.
Congress might recognize its value and the other bauks of the country
might not then oppose the utilization of it to furnish a currency
either in the form of promissory notes or its certified checks.

If such a consolidation should be formed it would necessarily fol-
low that the present clearing-house would be done away with or
rather absorbed by the colossus that was composed of the former
associated banks. In its dealings with the other banks outside of the
present clearing-house there would have to be clearings of some kind,
and probably a new clearing-house would be started which would be
under the direction and management of the great bank. Most of its
own payments would be arranged by transfers of accounts, as it.
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would hold the accounts of all the chief financial institutions in the
whole country.

As has been remarked before, centralization of industries and
properties is the order of the day. Banking has so far been less
affected by it than any other form of business. In New York city
the process seems to have begun.

THE DEMAND OF THE CLEARING-HOUSE BANKS of New York
city that the trust companies which enjoy the facilities of the clearing-
house shall carry additional reserve has been complied with by seven-
teen companies. Nine have withdrawn. The banks proper never
complained of the companies aslong as the latter confined themselves
to the business for which they were especially constituted. They
complained when the companies entered into competition with the
banks on the special field of the latter, using the facilities afforded by
the banks to compete with them.

The seventeen companies which have deemed it best to comply
with the reserve conditions required have shown by their action that
they were not willing to sacrifice their banking busiuess and depend
simply on the trust business. Apparently, the nine that have cut
loose from the clearing-house do not regard the banking business as
of sufficient importance to go to the expense of holding the cash
reserve required.

It is difficult to understand why a trust company having all the
business it needs in its legitimate line should wish to compete with
the banks in theirs. Probably more trust companies than were really
necessary have been organized because of the financial opportunity
to do a banking business as an auxiliary source of profit to their trust
business. Therefore, it seems likely that the trust companies which
still remain in the clearing-house will gradually withdraw as their
trust business increases. This view seems to be borne out by the fact
that the nine companies withdrawing from the clearing-house control
comprise some of the oldest and strongest of the whole twenty-six.

For years the banks have been grumbling about the competition
of the trust companies. They endeavored to equalize taxation and
to obtain legislation which would make them less formidable competi-
tors. Why did the banks not do before what they have done now?
This is probably to be explained by the immense increase in strength
and resources of the clearing -house banks during the last ten years,
and the greater compactness of the organization from the reduction
in numbers by consolidation. The larger banks undoubtedly exercise
a stronger control and make possible a stronger policy than could be
enforced formerly.



SYNDICATES AS PROMOTERS OF FINANCIAL
ENTERPRISES.

The syndicate as a financial contrivance is probably old in principle, but
it was new to the financiers of the United States when the name was first
heard in connection with the refunding operations conducted when Mr. Sher-
man was Secretary of the Treasury. Since then syndicates have been used
several times in floating loans of the United States. A notable one was the
Belmont-Morgan syndicate to protect the gold reserve during Cleveland’s Ad-
ministration.

A syndic was originally a sort of judge, and a syndicate a council com-
posed of syndics. The term was a high-sounding one and seemed especially
fit to designate a combination or affiliation of capitalists formed to conduct
some monetary operation in which profit was almost sure to accrue, but which
was on too large a scale for one single bank or capitalist. The name had a
sort of sacred sound and well conveyed to the mind of the great investing
public, which was the source from which the profits were to be derived, the
almost reverend and sacred character with which the syndicate sought to in-
vest its transactions. It at once suggested grave and reverend seniors, whose
word was their hond and whose wealth was beyond computing. No one but
bankers of world-wide renown could be supposed to be members of so august
a body, and it was seldom that occupation could be found for it outside of
governwent loans. It is only within the last decade that the syndicate has
been applied to baser uses.

The profits of the bankers concerned in these combinations, when Govern-
ment loans were involved, were not very astonishing. They were, however,
sure—and comparatively small as they were the mind of the average citizen
was eagily stirred up in envy. Much vituperation was spent on the Belmont-
Morgan syngicate because it sold bonds allotted toit at 104 at 112. The Gov-
ernment loan became such a good thing that the Treasury authorities did not
have to beg a syndicate to take the securities. They found it more profit-
able to solicit bids and allot the bonds to the highest bidders. Popular loans
succeeded, and syndicates having worked themselves out of a job on Govern-
ments, began to take up securities of large commercial and industrial enter-
prises.

With the inauguration of trusts, syndicates found a new fleld. These
billion-dollar capitalizations gave great opportunity for profits compared to
which the profits on floating Governient bonds were small indeed. But as
the profits increased so did the risks. A very few years ago when the syndi-
cate method of underwriting enterprises was in the first bloom of its success,
banks and financial institutions crowded one another in their desire to become
one of the favored syndics. Profits were sure and lurge and risk appeared to be
small. The money required in case the public did not take the securities was
easily promised and signed for. But as the best enterprises were by degrees
financed in this manner, others of less intrinsic merit came on the stage, or
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perhaps the investing public was glutted. The underwriters now began by
degrees to discover that it was not all of such an undertaking to take the
profits. Syndicates began to be left with securities on their hands which the
public did not ask for even when urged. The underwriters had to take these-
securities themselves and pay for them and then get rid of them as best they
could or hold them. Hence the undigested securities of which 8o inuch is
heard.

This result took off the fine eagerness with which capitalists once re-
sponded to the promoter of the syndicate. Formerly a great name in finance
carried through a proposition without question. But now underwriters have:
to be sought for. The promoter, too, has grown cautious and avoids respon-
sibility by inviting the fullest and most careful examination.

This course of events and change in syndicate business does not indicate
any serious falling off in the real value of the securities dealt in. It is natu-
ral that the surplus capital seeking investinent should have its periods of in-
crease and diminution, and that after changes in the form of investment have
been accomplished, periods of rest should ensue. The syndicates found a
harvest in the changes which the desire to cure the evils of excessive and
blind competition made necessary. Now that these changes have been gen-
erally made time is required to show how the productive industries will pro-
gress under the new conditions. In so many great transactions it was inevit-
able that some abuses should creep in. There are, however, still other flelds
in which capital has not yet been subjected to the consolidation process.

There are indications in the consolidation of banks heretufore regarded as
great into institutions of still larger power, that the syndicate itself will be
consolidated. How much better for the promoter to have at his command
one institution capable of underwriting capitalizations, which formerly he had
to offer to a dozen or more affiliated banks and financial institutions. But
even if the syndicate is thus rendered for a time unnecessary, it may appear
again in more gigantic form1 when two or more of these great banks join hands.
as the smaller ones did before.

What enterprise is there that will demand the services of so much capital,
it may be asked. It is not difficult to guess that consolidation of the railroads
of the country will be a work worthy of the greatest financierigg power and
skill. This process of railway consolidation has hardly begun, and yet such
combinations as have already been made have been looked upon as startling
in their magnitude. The National Securities decision has caused promo-
ters to review the ground and to seek for methods which do not infringe ex-
isting law and constitutional provisions. Just as in other industries there
were some corporations that paid and others that did not, so to-day there are-
railways that pay and those that do not. Any one who examines the lists of
railway bonds and stocks at once notices the great diversity of prices. If
consolidation has done so much for many industries, there is every reason to
believe that the railways afford a still greater field for the trust remedy. If,
for instance, all the roads in the country were under one management, by
judicious arrangement of the business of the various lines, by the cessation
of injudicious competition, and by establishing new connections, it is almost
certain that the poorest paying roads could be greatly improved not only for-.
the benefit of their bond and stockholders but also of the resources of the:
territory through which they run. Socialists would bring this about by Gov-
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ernment ownership, but how much more cheaply and thoroughly it can be
done by private effort. The largest capital will be none too large to bring
this about. There is no end to the financial gamé. The largest ideas of one
period are speedily outdone by those of the succeeding period. The syndi-
cate has perhaps more than any single instrumentality enlarged financial
ideas. On the other hand the experience of syndicates has shown that in
large as well as in small undertakings there must be the same care that the
basis on which the greatest structure is raised must be sound in all its lesser
units. In all enterprises there must be an income-earning power. Better
management may conserve and increase it. Over-capitalization will not di-
minish it, although such over capitalization may chunge its distribution and
interfere with proper management.

NEW YORK’S FINANCIAL PRIMACY.—The fact that New York city is soon
to have the largest bank in the world need not surprise anybody. New
York is the second of the world’s cities in size and the first in the amount of
its business. The total of its bank clearings has led that of London for
several years. The gap between them must grow wider and wider as time
passes. More millionaires reside in New York than in London and Paris
together. Within a quarter or a third of a century New York, at the present
relative rate of increase of the two towns, will lead London in population.
Long before that time the world’s financial center will be on this side of the
Atlantic. That $100,000,000 bank which is soon to be established in the
American metropolis will probably have many counterparts within the next
ten years.—S8t. Louis Globe-Democrat.

A BANKER HONORED.—At the Republican State Convention, held at
Columbus, June 4, Hon. Myron T. Herrick, President of the Society for
Savings, Cleveland, and former President of the American Bankers’ Associa-
tion, was nominated for Governor of Ohio. The following was adopted as
the financial plank of the platform : ‘‘ The Republican party, having restored
the national credit after it was nearly destroyed by the Democratic party,
and having maintained, defended and advanced it to the highest in the
world, with every dollar of full value, and having given to the people the
only banking system that operates uniformly everywhere without loss and at
lowest cost, should now endeavor within safe lines to stimulate local bank
circulation, thus securing an elasticity of currency supply commensurate
with business demands ; and we favor well guarded legislation to this end.”

SENATE COMMITTEE ON FINANCE.—The following is a list of the Finaunce
Committee of the Senate: Nelson P. Aldrich, Rhode Island; William B.
Allison, Iowa; Orville H. Platt, Connecticut; Julius C. Burrows, Michigan;
Henry C. Hansbrough, North Dakota; John C. S8pooner, Wisconsin; John
P. Jones, Nevada; Geo. G. Vest, Missouri; John W. Daniel, Virginia; Henry
M. Teller, Colorado; Hernando D. Money, Mississippi.

A sub-committee, including Senators Aldrich, Platt and Spooner, have had
charge of the drafting of a new financial bill which will be laid before Con-
grees at its next meeting.

2



THE HISTORIC FAILURE OF BIMETALLISM.

[Interest in the subject of bimetallism has been revived by the movement to adjust the
‘monetary systems of Mexico and China—the last of the great silver-using nations—to the
gold standard. Mr. Charles A. Conant, the author of the following article, is now in Europe
.as a member of the Commission on International Exchange, conducting negotiations on
behalf of the United States, Mexico and oriental countries looking to the establishment of
more stable relations between the currencies of countries on the gold basis and those still
using silver as the standard. Preliminary to a consideration of the work of the commis-
slon, it will be interesting to study the historic failure of bimetallism.—Editor BANKERS’
MAGAZINE.]

The theory of a bimetallic currency has had for many able minds a pecu-
liar charm, which has made them the willing chainpions of a monetary system
avowedly supported by others on grounds far from scientific or well-reasoned.
Biwetallism in its proper sense means that the mints shall be open tothe free
coinage of two metals, like silver and gold, at a ratio fixed by law and that
the coins of these metals shall be legal tender without distinction and with-
out limit in amount. Any other method of employing two metals together
as money—such as the control of the output of the coins of one metal by the
Government or the limitation of the amount for which one of them is a legal
tender—may fall within the etymology of the term bimetallism, but hardly
within its proper economic meaning. Such monetary systems fall properly
under the classification of a limping or composite standard. Thus France,
when she closed her mints in 1873 to the coinage of silver bullion at the will
of the owner of the bullion, ceased to be under the régime of bimetallism.
She passed under that of the limping standard. Her act of legislation made
at the given moment no change in the concrete composition of her currency;
but it signitied that thereafter the elastic element of her metallic money, which
might come and go, at the will of its holder, through her mints into and out
of the channels of her circulation, should be the single metal, gold, and not
the two wetals, gold and silver.

Biwetallisin has found scientific defenders upon the ground that it affords
distinet advantages as a monetary system over monometallism. Few have
denied that it would have such advantages if the ratio fixed by law between
the two metals could be maintained in the bullion market. Upon this point,
the contention of the advocates of bimetallism was thus set forth with clear-
ness and precision, by the British Gold and Silver Commission: *

“If the possessor of any quantity of silver could, by taking it to the mints, have it con-
verted into coins available as legal tender at a fixed ratio with gold, he would never part

with it except at a gold price closely approximating to the value represented by that ratio.
The variations in the gold price of silver would, therefore, be scarcely appreciable.’’

Whether this statement is supported by facts and sound reasoning is the
crux of the dispute regarding the practicability of bimetallism. Two ques-
tious are raised by the position of the bimetallists: (1) Whether the adoption

* Senate Misc. Doc. No. 84, 50th Congress, 2nd Session, p. 60.
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of a bimetallic coinage system would modify the relations of value which
would otherwise exist between gold and silver; and (2) whether, if such mod-
ifying influence is granted, it would be of such a character as to give absolute
fixity to the relationship between the two metalst Towardsa correct solution
of these questions it will be necessary to consider such historical facts as are
available and afterwards the reasoning based upon these facts and upon
abstract theory.

THE FRENCH TEST OF BIMETALLISM.

The most conspicuous test of the system of keeping gold and silver in cir-
culation side by side was made in France from 1803 to 1873. The legal ratio
between the two metals was fixed in 1785, upon the recommendation of
Calonne, the Minister of Finance, at 15} to 1, which has been so much dis-
cussed by the advocates of bimetallism. In 1785, however, the free coinage of
gold was not established in France, but such old gold coin as was then in cir-
culation was recoined at the new valuation. It wasin 1803, when the admin-
istrative and financial system of France was being reorganized by Napoleon,
that the French bimetallic system, so-called, was adopted. The ratio of 15}
to 1, chosen by Calonne, was then retained, and provision was made for the
coinage of both metals. The French law, however, was not so clearly a
bimetallic law as most of the advocates of the system in modern times have
maintained. Gaudin, the Minister of Finance, did not apparently have any
inkling of the modern bimetallic theories, that opening the mints to both
metals would tend to maintain their relative value by affording an unlimited
outlet for the cheaper metal when the dearer ceased to be brought to the
mints. He adopted a ratio which was nearly the market ratio of silver and
gold, but which slightly undervalued gold and would therefore tend to make
silver the standard in use and keep gold out of circulation. The new law,
moreover, by no means consciously adopted the bimetallic system in the
sense in which it is now generally understood. The law simply declared:

‘‘Five grains of silver, nine-tenths fine, constitute the monetary unit,
which retains the name of franc.”

The unit of the French monetary system, therefore, was a silver coin. It
was simply provided that gold was to be coined in twenty and forty-franc
pieces at the fixed ratio of 154 to1l. Gaudin had heard so little of the modern
bimetallic theory that his first project contained an explicit recognition of the
probability that the rating of gold to silver might require to be altered from
time to time; but this was stricken from the plan in the course of discussion.*

These facts are important, not as weakening the force of any abstract
arguments for bimetallism, but as tending to show from the actual record of
events that bimetallism hardly existed even as an abstract conception among
the statesmen of 1803. If true bimetallism resulted from the operation of the
French coinage law, it was the result of the evolution of events, and this
would be in some senses a more important evidence than academic theories
of the utility of such a system, by showing its adaptation to actual conditions.
We shall see, however, that the plan of 1803, although adopted in Belgium
in 1832 and later by Switzerland, Italy and Greece, did not maintain among
the money changers the concurrent estimation of gold and silver at the valu-

* Walker, p. 88. A provision of this character was preserved in the Belgian Law of 1833.—
Vide Ansiaux, ** La Question Monétaire en Belgique,”’ p. 8,
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ation given by law. On the contrary gold flowed into the country and came

-to the mints when gold was worth less than the mint rate in relation to silver;
gold flowed out of the country and was not brought to the mints when it was
worth more than the mint rate in relation to silver.

Examination of the coinage and the foreign trade statistics will illustrate
these tendencies. From 1803 to 1848 the circulation of France was almost
entirely of silver. From 1795 to 1847 gold formed 22.9 per cent. of the coin-
age of the two metals, silver 77.1. From 1830 to 1848 gold was only 10.9 per
cent. and silver was 89.1.* The movement of foreign trade showed that up
to 1837, so far as the flgures are available, there was a slight excess in exports
of gold over imports, while the net imports of silver amounted to 1,032,000,000
francs ($200,000,000). It cannot be assumed, however, that the absence of
heavy net exports of gold from France indicates the continuance of the use
of gold in currency. France was not a gold-producing country and it is not
an unreasonable assumption that for thirty-five years her consumption of gold
by jewelers and by other artisans equalled 10,000,000 francs a year or 350,-
000,000 francs ($69,000,000) in thirty-five years.t Obviously such a use of
gold made a material deduction from the stock in use as currency.

The question whether gold disappeared from circulation in France during
the period ending with the great gold discoveries about 1850, and thereby
demonstrated the breakdown of the bimetallic system, has been warmly
debated, but it appears to be largely a question of opinion as to what consti-
tuted a gold circulation. Gen. Walker endeavors to show that ‘‘ although
silver was being imported to an enormous extent, because overvalued in the
coinage, gold still remained money in France in appreciable quantities.”
‘Whether ¢ appreciable quantities” remained or not seems to be somewhat
apart from the question whether concurrent circulation was successfully
maintained. It was declared by a French official report in 1872 that up to
1850 ‘‘silver was our sole monetary circulation.” Another report, made in
1869, quoted Gaudin as estimating that in 1803 one-third of the metallic cir-
culation of France was of gold, but declared that in 1848 almost all of this
gold had disappeared and out of 53,000,000 francs then possessed by the Bank
of France, only 1,000,000 francs was in the yellow metal. It was customary
in those times, that ‘‘ when one was paid even 8o small a sum as 1,000 francs,
he received this bulky and heavy money in a canvas bag and had to hire a
porter or a cab to carry it home.” §

EFFECT OF THE GOLD DISCOVERIES OF 1848,

‘Whatever happened in France prior to the gold discoveries of 1848, there
is little dispute as to what occurred afterward. Gold, by reason of the large
amount produced in California and Australia, fell below silver in value at the
French coinage ratio and began to pour into the French mints in a golden
torrent. Silver ceased to reach the mints, and was largely exported, but at
a rate which did not entirely offset the influx of gold. This was due to the
fact that the increase in the world’s supply of metallic money permitted a

¢ Willis, p. 5.

+** There is, furthermore, reason 1o believe that the exports of gold consisted chiefly of
coin, while the imports of gold were largely of bullion.””—Willis, p. 4.

$* International Bimetallism,” p. 128,

8 Report of U. 8. Monetary Commjssion of 1876, p. 146.
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larger distributive share to fall to France, but much more than the net
increase was in gold. The contrast between the amount of coinage of gold
and silver at the French mints before and after the opening of the California
amines is thus graphically presented by M. Arnauné:*

Average com- Gold coined, Silver coined,

PERIOD. mer: ratio. Jrancs. Jrancs.
1821-1850.. .0 cevvrinrennnnns 15.76 453,174,270 38,190,918,487
1851-1870.....cc00v venvnnnns 15.44 6,436,080,610 528,138,619

Thus, with a change of little more than two per cent. in the average ratio
of the two periods, the percentage of gold coinage to silver coinage changed
from about one in eight parts of value to about twelve parts in thirteen.
The experience of France under this avalanche of gold is one of the argu-
ments most dwelt upon by the bimetallists to prove the value of a double or
bimetallic standard. They maintain that if the French mints had not been
thrown open to gold, and the laws of France had made silver the sole legal
tender, the new gold would have been pent up in the old gold countries,
would have produced by its increase of volume a disturbing rise of prices, and
would have cheapened the yellow metal to a point which would have carried
it very far below the ratio of 154 to 1. There is some force in these argu-
ments. .

The outlet afforded by France for the new gold undoubtedly contri-
buted to widen the circle of demand for the metal and thereby to maintain
its value. The effect of the depreciation which would have fallen upon gold
without the French mint laws, however, and the disturbing effects upon
values and prices which was actually felt, were greatly exaggerated at the
time and have been greatly exaggerated since. Chevalier, although fully
cognizant of the French bimetallic law, anticipated that the new gold would
raise prices by fifty per cent. and Prof. Jevons estimated a rise of thirty per
cent., by the simple operation of the increase in the quantity of money in
relation to commodities.t Nothing of the kind oceurred or probably would
have occurred even if the French monetary laws had been different.

The essentinl weakness of the reasoning of Prof. Jevons was that he
ignored the operation of one of those economic laws of which he was himself
a leading exponent—the law of marginal utility, or the natural selection by
men of the most efficient and economical tools for accomplishing the maximum
of results. Gold was generally recognized before the discoveries of 1848 as
the most efficient mmoney of modern commerce. It was relatively scarce, how-
-ever, and therefore difficult to obtain except at a high price in other capital.
This being the case, even wealthy nations hesitated to adopt gold as their
sole standard. When gold became relatively plentiful, a demand which had
before been ineffective because of the high price of gold, and had been simply
lying in wait for a fall in its price, came into play to meet the increased sup-
ply. A desire which had not reached the character of an effective demand
and could, therefore, according to economic reasoning, be ignored, thus
became an effective demand. It is plain, therefore, why France absorbed
more gold than she exported silver. She needed a larger medium of exchange,
especially in her rural districts, to meet the expansion of commerce which

_ * La Monnaie, le Crédit et le Change, p. 172.
+** Investigations in Currency and Finance,” p. 74
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was beginning with the development of new means of production and trans-
portation.*
FORMATION OF THE LATIN UNION.

In Switzerland the attempt to adopt the French silver system, which was
made by the law of 1850, was defeated by the fall in the value of gold. French
gold coins flooded the country, the silver five-franc pieces first disappeared
and then began to follow them the subsidiary pieces of one and two francs.
Switzerland by a law of 1860 saved her subsidiary circulation by reducing it
from the fineness of nine-tenths to eight-tenths. These coins were introduced
across the French frontier as substitutes for the French coins, which by rea-
son of their greater flneness, were melted up and sold as bullion.t Italy
adopted the French system of coinage, but with subsidiary coins of the ine-
ness of 0.835, by the law of August 24, 1862, and got in circulation more than
100,000,000 francs in the new pieces while France hesitated.; At length, so
manifold were the dificulties caused by the undervaluation of silver in all
the countries where the French decimal system prevailed, that an interna-
tional conference was summoned, on the motion of Belgium, for considering
some method of arresting the loss of silver. This conference, held during the
autumn of 1865, resulted in the convention known as the Latin Union. The
parties to the union were France, Belgium, Italy and Switzerland. Greece
soon signified her adhesion to the convention, and the coinage system of
Spain after 1868 was modeled on the French system, although Spain did not
become a member of the Union.

The essential result of the conference was to reduce the metal in the sub-
sidiary silver coins of the countries of the Union to a point which would carry
them below their face value in gold and prevent their exportation. The for-
mation of the Latin Union was, in the language of Mr. Shaw, ‘‘a measure of
defense against the action of the bimetallic system in those countries which
had adopted the monetary system of France, and lay exposed to all its disas-
trous fluctuations.”§ The idea has grown up among careless observers that
the Latin Union was a convention for the promotion of bimetallism and a
cominon coinage system among the countries taking part. The fact was sub-
stantially the opposite. The countries which took part had already adopted
the French monetary systemm and the conference was called for the purpose
of guarding against the difficulties which had developed under its operation.
The convention of the Latin Union practically adopted gold as the standard
of the countries taking part. The mints were left open to the free coinage of
both metals, but silver was too much undervalued at the coinage ratio to be
presented for coinage and it was not then anticipated that this condition
would change. In order to avert the melting down of the subsidiary silver,
the fineness of the coins was reduced from nine-tenths to 0.835, and in order
to prevent excessive coinage the quota for each country was fixed at six francs
($1.158) per head of the population.

The conditions which attended the formation of the Latin Union in 1865
changed radically within the next three years. The production of silver

* Prof. Jevons notes the influence of * the extension of the currency of the world, caused
by the spread of commerce,” but expresses the opinion that ** most writers have over-esti-
mated the consumption of gold "™ due to this cause.—* Investigations in Currency and
Finance,” p. 69. + Laughlin, p. 147, 3 Willis, p. 88,

§ * History of Currency,"” p. 120,
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throughout the world in proportion to gold greatly increased, the output of
gold slackened, and silver fell to a bullion value in 1867 of 15.57 to1. This
made it more profitable to present silver to the mints for coinage than gold
and changed entirely the nature of the problem confronting the countries of
the Union. Then came the war with Germany, which greatly impaired the
financial as well as military prestige of France, and the adoption by Germany
in 1871 of the gold standard, followed in 1872 by the monetary treaty between -
Norway and Sweden and Denmark, establishing gold as their monetary
standard. The current of gold which had fiooded the French mints dried up
and the channel was refilled by silver from the American mines. The coinage
of silver at the French mints, which had been practically nothing for a dozen
years, rose to 129,445,268 francs in 1868 and to 156,270,160 francs in 1873.
The mint of Belgium was besieged by the owners of silver bullion and 111,-
000,000 francs in five-franc pieces were coined in 1873. Even in Italy, although
the country was on a paper basis, it was found profitable to present silver for
coinage to the amount of 42,000,00Q lire.

Action to avert the flight of French gold and the reduction of the country
to a single silver standard was felt to be urgently required. The French mint
took the first step in extending the time within which silver coins were deliv-
ered to the depositor of the bullion from which they were to be coined. The
usual term of these receipts, which had been ten days, was extended from
time to time, until in 1874 the period reached nine months.* More drastic
measures than mint regulations were required, however, to effectively check
the flood of silver and save France from silver monometallism. The conven-
tion of the Latin Union was called together annually for the four years begin-
ning with 1873, the free-coinage of five-franc pieces was suspended, and the
maxiinum coinage to be allowed for each country was fixed by agreement.t
Finally, in 1878, the free coinage of five-franc pieces was absolutely suspended,
and the issue of the token coins of silver was strictly limited by various con-
ventions of the States of the Union. The five-franc pieces already coined
remained legal tender without limit; but gold was henceforth the standard,
and the silver coins were kept at par with the standard in spite of the steady
downward plunge in their bullion value, by the limitation of their quantity
and the fact that they were received at par for public dues.

EXPKERIENCE OF THE UNITED STATES.

The experiment of bimetallism in France was thus abandoned after par-
tial enforcement for seventy years, by the deliberate closure of the mints to
silver. In the United States also, at nearly the same date, the free coinage
of silver ceased to be lawful, under conditions which have been the subject
of prolonged and bitter controversy. The monetary system created by
Hamilton in 1792 established the ratio of 15 to 1 between silver and gold.
The mint was open to the free coinage of both metals and it has been con-
tended by many American bimetallists that the system of 1792 established
bimetallism in the United States. Upon this point, however, so intelligent
and careful a bimetallist as Gen. Walker declares: §

¢ Walker, p.172.
+ Absolute suspension might have been decreed but for the desire of Italy, which was on -

a paper basis, to hold silver in her bank reserves.— Vide Willis, pp. 184, seq.
$* International Bimetallism,” p. 112.
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“* A fair trial of bimetallism, under reasonably favorable conditions, could not possibly,
in the nature of the case, have been conducted herc. The people of this country, through-
out the period under consideration, habitually used so small an amount of either or both
or the precious metals, in comparison with other nations, and in comparison with the stock
of these metals throughout the world, that a bimetallic law here instituted could not have
afforded a fair trial of bimetallism.’’

Gen. Walker further declares that ‘‘ The manner in which bimetallismn
was put into operation here, by the act of 1792, on the one hand, or by that
of 1834 on the other, was such as necessarily to bring about an early failure,
even though the principle of bimetallism were admitted to be perfectly
sound.” He bases this statement partly upon the selection by Hamilton of a
ratio which was different from that of France and was different from the
market ratio.* This ratio, as established by the act of April 2, 1792, was 15
to 1. Gold was undervalued, with the result that little was brought to the
mints and much was exported. It had been the intention of Hamilton to
establish the double standard, because he did not believe that the United
States were rich enough to retain a gold currency. The fall in the value of
silver, however, caused it to be used in paying debts and made it practically
from 1792 to 1834 the standard of monetary transactions.t

A new policy was adopted in the United States by the act of June 28, 1834.
This act changed the ratio between gold and silver from 15 to 1 to 16 to 1.
This change was accomplished by lowering the weight of the gold eagle from
270 to 258 grains of standard gold.f The weight of the silver dollar and the
amount of silver which it contained were left unchanged, but the dollar was
practically discarded by giving it a lower value at the mint in relation to gold
than the value of the bullion which it contained. The change of the ratio
from 15 to 1 to 16 to 1 was made with the scarcely concealed purpose of
favoring the coinage of gold. The market ratio, it was declared by Thomas
H. Benton, was about 1 to 154, and the adoption of a higher mint value for
gold would tend to bring it to the mints and keep away silver. There were
several political motives for seeking this end.§ Gold had been discovered in
North Carolina; the hostility to the Bank of the United States was cleverly
directed against its paper issues and in favor of a gold currency; and Presi-
dent Jackson desired to make the public revenues of coin rather than of
bank paper. The act of 1834 was known, while pending, as ‘‘ The Gold Bill,”
and the ratio of 16 to 1 was adopted for the purpose of putting the United
States on the single gold standard.| Its influence was so powerfully felt that

*** International Bimetallism," p. 114.

+ Mr. Gouge declared that **gold is, in the spirit of our laws, a subsidiary currency, its
value being computed in silver dollars.”—** A Short History of Paper Money and Banking in
the United States,” p. 107.

1 By the act of 1834 the amount of pure gold in the eagle was fixed at 232 grains, or a
ratio almost exactly 16 to 1; but by the act of January 13, 1837, the amount of pure gold was
raised to 232.2 grains without changing the gross weight of 268 grains, in order to make the
fineness exactly nine-tenths. This made the ratio about 15.98 to 1. Con. Laughlin, p. 78,

§* The ultimate object proposed to be accomplished by Mr, Calhoun in this process of
‘unbanking the banks,’ was to arrive eventually, and by slow degrees, at a metallic currency,
and the revival of gold. This had been my object, and so declared in the Senate, from the
time of the first opposition to the United States Bank.”—Benton, * Thirty Years' View,"” I,
P. 485,
I'This is admitted by Gen. Walker, who declares that the influence of the United States,
* instead of being used to sustain bimetallism, was practically exerted against it.”—* Inter-
national Bimetallism,” p. 117,
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in the autumn of 1834 gold began to move towards the United States in such
volume that alarm was created for a time in London for the reserves of the
Bank of England. *

It was after the gold discoveries of 1848 that the most serious difficulties
began to be encountered in the United States in retaining silver in circula-
tion. The great increase in the output of gold tended to lower its value in
relation to silver and made it profitable to melt up the silver coins and export
them. The operation of Gresham’s Law under such conditions is well set
forth by Prof. Laughlin: t

¢ In 1834 an ounce of gold bought about 15.7 ounces of silver in the bullion market (but
sixteen ounces in the form of coin). In the period we are now considering, however, since
gold had fallen in value, one ounce of gold could buy 15.7 ounces no longer, but a less num-
ber, which in 1853 was about 15.4 ounces. It will be seen at once that this widened the
difference between the mint ratio of 1:16 and the market ratio, and so offered a greater profit
to the watchful money brokers. Being able to make legal payment of a debt either in silver
or gold, a man having 1,600 ounces of silver could take only 1,540 of them to the bullion
market and there buy 100 ounces of gold, which would by law be legal acquittal of his debt.
He would thus gain sixty ounces by paying his debt in gold rather than silver.”’

The gold standard was further confirmed and established by the act of
February 21, 18563, which was passed to arrest the disappearance of the sub-
sidiary silver coins. No provision was made in this act in regard to the silver
dollar, because none had been coined for many years; it was above the gold
dollar in bullion value, and it was not then anticipated that silver bullion
would ever again be offered at the mints on private account for coinage into
dollars. The Chairman of the Committee of Ways and Means, Mr. Dunham,
in speaking upon the bill in the House, declared:

‘‘ We propose, 80 far as these coins are concerned, to make silver subservient to the
gold coin of the country. We intend to do what the best writers on political economy have
approved ; what experience, where the experiment has been tried, has demonstrated to be
the best, and what the committee believe to be necessary and proper—to make but one
standard of currency, and to make all others subservient to it. We mean to make the gold
the standard coin, and to make these new silver coins applicable and convenient, not
for large, but for small transactions.’’

The act of 1853 reduced the number of grains of pure silver in two balf
dollars from 371.25 to 345.6 and reduced the standard weight from 412.5 to
384 grains, equivalent to a reduction of 6.91 per cent. The privilege of free
coinage of these coins on private account was withdrawn, and their legal
tender power was limited to five dollars. By these provisions the United
States deflnitely adopted the policy of the single standard of gold, with sub-
sidiary token coins of silver, the latter maintained at parity with gold by
Government control of the output and by the limitation of their legal tender
power.

THE So-CALLED CRIME OF 1873.

From 1853 to 1861 the standard of the United States was gold, so far as it
was not impaired by excessive issues of bank paper and by the suspension of
cash payments in the crisis of 1857. From 1861 to 1873 the country was upon
a paper basis, in which the specie value of legal-tender money was determined
by the quantity in use and the credit of the general Government. This paper

* Laughlin, p. 66, +* History of Bimetallism in the United States," p. 76.
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money, by its depreciation in gold value, first expelled the standard coins of
gold and then dropped so low that it became profitable to melt up and export
the subsidiary coins of silver. The scarcity of small change was supplied by
the issue of private tokens and finally by the issue of Government notes for
denominations as low as three cents. The question of the metallic standard,
therefore, was not a practical one until preparations began for the resumption
of specie payments. When it became necessary to prepare for the coinage of
metallic money for the resumption of specie payments, it was deemed advis-
able by the Treasury Department to revise and codify the coinage laws. In
the course of this codification demonetization of the standard silver dollar,
already accomplished in fact in 1834 and confirmed in 1853, was legally recog-
nized. The act of February 12, 1873, ‘‘ revising and amending the laws rela-
tive to the mint, assay offices,.and coinage of the United States,” provided
for certain coins, among which the standard silver dollar was not included,
and then in a subsequent section provided:

‘ That no colns, either of gold, silver or minor coinage, shall hereafter be issued from
the mint other than those of the denominations, standerds and weights herein set forth.’’

Such silver dollars as were in existence, however, still retained their full
legal-tender quality until the enactment of the Revised Statutes in June, 1874,
which contained the following provision:

‘Section 3586. The silver coins of the United States shall be a legal tender at their
nominal value for any amount not exceeding five dollars in any one payment.’’

It was this legislation of 1873 and 1874, in its relation to subsequent events,
which led to the charge that the silver dollar had been surreptitiously
demonetized and that this action by Congress constituted the ‘‘Crime of
1873.” The act of 1873 was passed, however, after a report made to Congress
by the Secretary of the Treasury as early as April 25, 1870, after being
reprinted as many as thirteen times in the course of its consideration, and
after special attention had been called in several reports to the fact that the
silver dollar was discontinued and that it was the purpose to continue and
confirm the gold standard.* It was proposed in the original bill sent to a
committee by Comptroller Knox, that there should be a silver dollar of 384
grains standard silver, instead of the standard coin of 412} grains, but that
the new dollar should be coined by the Government and circulate as a token
coin of limited legal-tender power. This provision, however, was not retained
in the final draft of the act.

RESUMPTION OF THE COINAGE OF THE SILVER DOLLAR.

It was after the fall in the gold value of silver had changed seriously the
relations between the two metals that agitation began for the remonetization
of the standard silver dollar of 412} grains at the ratio of 16 to 1 which had
been fixed by the act of 1834, and for the free coinage of this dollar on private
account with full legal tender power. It was then that the advocates of this
policy expressed surprise that the silver dollar had been discontinned by the
act of 1873, and that the more hot-headed among them attributed this action

*It does not fall within the scope of this work to analyze further the evidence on this
subject ; it is set forth by Prof. Laughlin, ** Bimetallism in the United States,” ch. VII, and
by Mr. Watson, * History of American Coinage,” ch. VIII. Senator Sherman declares that
** There never was & bill proposed in the Congress of the United States which was so publicly
and openly presented and agitated.”—** Recollections of Forty Years," I, p. 467,
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to conspiracy on the part of the advocates of the gold standard. It was
emphatically declared by the gold men that the free coinage of silver under
existing conditions would drive gold from circulation, injure the public credit,
and result in a dishonest readjustment of debts which had been incurred
under the gold standard. Notwithstanding these protestations, the economic
conditions of the country and the scarcity of money were such that the House
of Representatives, in the autumn of 1877, passed a bill reported by Represen-
tative Bland of Missouri, for opening the mints to the free coinage of the sil-
ver dollar. This bill was amended in the Benate so that the privilege of free
coinage on private account was eliminated, but the Secretary of the Treasury
was authorized and directed to buy not more than four million ounces and
not less than two million ounces of silver bullion per month, and to coin such
bullion into standard silver dollars of 412} grains. This measure was known
as the Bland-Allison Act, because Senator Allison was the author of the
modiflcations made in the original Bland Act with the purpose of preventing
free coinage. In spite of the veto of President Hayes, the bill was passed by
the two-thirds vote in each House necessary to override a veto and became a
law February 28, 1878.

RESULTS OF THE BLAND-ALLISON AND SHERMAN LAws.

The act of 1878 did not have the expected effect of raising the price of
silver bullion or seriously staying its fall. A new agitation for the free coin-
age of silver, which came to a head in the fifty-first Congress, resulted in the
passage (July 14, 1890,) of the so-called ‘‘ Sherman Law.” Senator Sherman
was responsible for this law in the same sense as Senator Allison for the act
of 1878—that he presented it as a substitute for a bill for the free coinage of
gilver.* The act followed in part the recommendations of Secretary Windom,
in his annual report for 1889, that silver bullion should be purchased monthly
by the Treasury and should be paid for in notes issued by the Government.
The House of Representatives passed a bill conforming in some degree to the
recommendations of the Secretary, but providing that the proposed notes
should be redeemable in coin instead of silver bullion.t The Senate substi-
tuted a bill for the free coinage of silver. In Conference Committee a modi-
fied bill was adopted requiring the Treasury to purchase four and a half mil-
lion ounces of silver per month and to issue Treasury notes, which the
Secretary of the Treasury was directed to redeem ‘‘in gold or silver coin at
his discretion.”

The cumulative effect of the coinage under the Bland-Allison and the
Sherman acts soon proved disastrous. It became evident that the circulation
was surcharged with silver to an extent beyond the capacity of trade to absorb

* Benator Sherman afterwards declared: * The silence of the President on the matter
gave rise to an apprehension that if a free coinage bill ehould pass both Houses he would not
feel at liberty to veto it. Some action had to be taken to prevent a return to free silver
coinage, and the measure evolved was the best obtainable. I voted for it, but the day it
became a law I was ready to repeal it, if repeal could be had without substituting in its place
absolute free coinage.”—** Recollections of Forty Years," 11, p. 1070.

* The essential recommendation of Secretary Windom on thissubject was to ** issue Treas-
ury notes against deposits of silver bullion at the market price of silver when deposited,
payable on demand in such quantities of ailver bullion as would equal in value at the date of
presentation the number of dollars expressed on the face of the notes at the market price of

ilver, or in gold, at the option of the Government ; or in silver dollars at the option of the
holders."—** Finance Report, 1889," p. 1xxiv.
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it, and the influence of Gresham’s law began to be clearly manifest. The
fact that the volume of money was excessive tended to drive the surplus
abroad, and the only money which would be accepted abroad was gold.
Hence the constant tendency of the excess of silver issues above the needs of
‘trade was to deteriorate the average quality of the currency by increasing the
ratio of the silver, all of which remained at home, to the gold, much of which
went abroad. Gold exports began in large volume the month the Sherman
law was approved. The flscal year ending June 30, 1891, witnessed net
exports of gold from the United States to the amount of $68,130,087; 1892,
$495,873; and 1893, $87,506,463. The small net exports of 1892 were due to
the unusual movement of American crops, which brought a considerable
-current of gold into the country to offset that which was lost under the pres-
sure of the Sherman law. There was a remarkable coincidence between the
issues of Treasury notes under this law, the net exports of gold, and the
reduction of the gold holdings of the Treasury. The Treasury notes issued
from the date of the passage of the law up to June 30, 1893, were $147,190,-
227; net exports of gold for the three years ending June 30, 1893, were §156,-
132,423; and the net reduction of the gold in the Treasury was $133,156,991.

‘While the United States thus appeared in the markets of the world, by
the laws of 1878 and 1890, as greater purchasers of silver in a single year than
the entire coinage of silver in the country during any previous period of a
generation, or the entire imports of silver into France in any year prior to
1873, these laws failed to restore the parity of silver with gold at the ratio of
16 to 1, and still less at the European ratio of 154 to1. The purchases of
silver under the act of 1878 were 291,272,018 ounces, representing a cost of
$308,279,260. This represented an average price per fine ounce of silver of
$1.0583 and gave an average bullion value to the silver dollars of 81.85 cents.

The Sherman law produced temporarily an influence on the price of silver.
The average monthly price at New York in January, 1890, was $0.9751; the
average price in June was $1.0575, which rose in July to $1.08942; in August
to $1.16995; and in September to $1.1656.* The effect of this enhancement
of the price was to draw silver from every quarter of the world to the United
States. The silver pesos of Mexico, the worn Spanish and local coins of
South America, and the rupees of India flowed to New York, where they were
melted into bars and offered to the Treasury as bullion. This appearance of
old hoards inevitably produced a reaction in the price of silver. The average
price in October, 1890, dropped to £1.10315. From that time onward, with
trifling fluctuations, the course of prices was steadily downward, until the
average London price was only $0.988 per ounce for the calendar year 1891
and %0.87145 for 1892. Then came the decision of the British Government to
close the mints of British India to the free coinage of silver, and a panic in
the United States resulting in part from the revelation which this incident
afforded of the weakness of silver as a basis of circulation. The provision of
the act of 1890 for the monthly purchase of silver bullion was repealed by the

* The highest price reached was $1.21 on September 8. Mr. Noyes accounts for a part of
the rise by declaring that ** The speculators promptly put their machinery in order, and by
way of affording every possible facility to a speculative craze, the New York Stock Exchange
arranged for the deposit of silver bullion and the issue, against such deposits, of negotiable
certificates which could be bought, sold and delivered on the Exchange like any other secur-
ity.”—* Thirty Years of American Finance,” p. 158,
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act of November 1, 1893, passed at a special session of Congress called by
President Cleveland for the purpose.

The total purchases of silver under the act of 1890 were 168,674,682.53 fine-
ounces, representing a cost of $§155,931,002.25. The last figure represents the
amount of the issue of Treasury notes in payment for the bullion purchased.
The average price paid per fine ounce for the entire amount, in spite of the
high prices of the autumn of 1890, was only 92.44 cents, representing an aver-
age bullion value for the silver dollars of 71} cents.

The operation of these two acts of Congress was a disappointment in every
respect to the advocates of bimetallism. They contended, by way of expla-
nation, that these laws were less influential upon the price of silver than
would have been the opening of the mints to the free coinage of the metal.
While this contention may have had some force, it was evident that the-
United States were incapable of raising silver under any circumstances to a
parity with gold at a ratio of 16 to 1, since purchases of silver larger than the-
aggregate production of the world in any year prior to 1890 had done little
more than afford a temporary parachute to break the accelerating fall in the
value of the metal.

ABANDONMENT OF THE BIMETALLIC SYSTEM BY FRANCE AND THE
UNITED STATES.

France and the United States thus afford in their monetary history the
nearest approach to the successful operation of the bimetallic system. The
fact that the system broke down in both countries and had to be abandoned,
in order to avoid the loss of gold and the prevalence of the single silver stand-
ard, seews to demonstrate historically that it is not in the power of a single
nation to give rigidity of relationship by its laws to money of two different
metals when it is optional with the owner of bullion of either metal to have
it converted into legal tender money. The same experiment on a smaller-
scale in other countries has been equally disappointing. Even before the
theory of bimetallism was conceived of as a definite economic policy, the-
attempt to float coins of two metals with full legal-tender power had been
defeated in a manner often mysterious to the public authorities by the
instinctive promptings of self-interest among individuals. Thus, S8ir Thomas.
Mun declares* regarding the English legislation of Elizabeth:

‘“ We have seen by experience that the late raising of our Gold ten in the hundred, did
bring in great store thereof, more than we were accustomed to have in the Kingdom, the
which as I cannot deny, 8o do I likewise affirin, that this Gold carried away all or the most
part of our 8ilver, (which was not over-worn or too light) as we may easily perceive by the
present use of our Moneys in their respective qualities : and the reason of this change is,
because our 8ilver was not raised in proportion with our Gold, which still giveth advantage -

to the Mercbant to bring in the Kingdom’s yearly gain by trade in Gold rather than in
8ilver.”

Governments themselves in those early days acted from the same motives,
in preferring the cheaper to the dearer metal, which acted upon the minds of
the merchants and money changers. Mints open to the public are a compar-
atively modern phase of Government coinage.t As Prof. Thorold Rogers

¢ ** England’s Treasure by Forraign Trade,” p. 42,

+ The English free coinage act was passed in 1608. The text Is given in the Report of the
International Monetary Conference of 1878, Sen. Exec. Doc. 58, Forty-fifth Cong., 3d Session, .
P. 800,
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declares, the English mint was looked upou as a department of the Exche-
quer. It received money in payment of taxes and dues and in coining what
it needed for the expenses of the Government, ‘‘it coined, we cannot doubt,
that metal which it could procure at the cheapest rate, in preference to that
which cost more.”* Fourteen times as much gold was coined as silver from
1701 to 1724, by reason of the overvaluation of gold by the English coinage
ratio. Such silver as remained in circulation consisted of the worn pieces
which lacked the value as bullion belonging to the pieces of full weight.
Nowhere did the two metals circulate long side by side where both were freely
coined. In many cases restriction of the coinage of one metal or the other
changed the relations which they might have had as bullion under the policy
of free coinage, but wherever the actual bullion value of a coinage was above
its exchange value, it tended to disappear from circulation under the manip-
ulation of the money changers almost as quickly as under modern conditions
of organized markets and telegraphic and cable transfers. Bimetallism, con-
tinuously and successively operative, is not to be found in economic history,
ancient, medisval or modern. It will remain to discuss in another article
whether it would be possible by the concurrent agreement of many nations.
CHARLES A. CONANT.

* ** The Industrial and Commercial History of England,” p. 325.

NEw MEXICAN BANK.—New York and other capitalists are reported to
be organizing a Mexican banking company which will have control practically
of the finances of that country. In addition, there are to be a number of
branch banks in the United States. The Mexican bank has been named the
Pan-American Bank and Trust Company.

The capital is $15,000,000. The concessions received from the Mexican
Government permit the issuing of bonds to the extent of twenty times the
amount of this capital, making a possible working capital of $300,000,000.

GoLD STANDARD IN PERU.—The State Department has been notified by
United States Minister Dudley that Peru has successfully put in operation
the law passed two years ago providing for the adoption of the gold standard
on March 1 of this year. The unit is a Peruvian pound, identical in weight
and fineness with the British pound. It is to be kept at a parity with ten
silver soles. The country is said to be in splendid financial and industrial
condition.

BraNcH BaNKING.—Although branch banking is not permitted under the National
Banking Law, a number of the States allow branches of State institutions, and there are
also in the country a number of branches of foreign banks. In the absence of State pro-
hibition of branches of foreign banks, there does not seem to be any obstacle to the forma-
tion of a great central bank in a foreign country, like Canada or Mexico, for instance,
which could establish branches all over the United States. It is probable, however, that if
the branches of foreign banks should ever become sufficiently numerous to compete ser-
fously with existing banks, State or National, they will er counter legislative hostility.
Heretofore, the branches of foreign banks have been too few to attract much attention,
and as a rule, they have engaged chiefly in dealing in foreign exchange instead of doing a
discount and deposit business,



PROVIDING A MARKET FOR UNDIGESTED SECURITIES.

Although the prospects of legislation for the reform or modification of the
bank currency at the next session of Congress do not appear to be very bright,
it looks now as if a great effort would be made to secure authority for the use
of State, municipal and railroad bonds, as an additional basis of security.
It seems impossible as yet to bring about that state of public opinion neces-
sary to successful legislation, which will abandon the principle of bonded se-
curity of some kind.

While there may be a wise conservatism in an attitude averse to the
abandonment of the security principle in bank circulation to install what is
known as asset currency, yet it would be unfortunate if this attachment to
the security principle be used to exploit all kinds of State, municipal and
railway bonds. The present National bank note owes its one acknowledged
excellence, viz., security, to the fact that United States bonds only have been
" used as the basis of the issues. The banks receive their notes from the Uni-
ted States Government and they place in the hands of the Government bonds
representing the indebtedness of that Government. In return the Govern-
ment engages to pay the bank notes if the bank fails to do so. For this guar-
antee the Government has its own debt. If a bank fails its notes are pre-
sented for payment at the Treasury of the United States. The Treasury re-
imburses itself for the payment by selling the bonds. But even if the bonds
were unsalable the Government could reimburse itself equitably by cancel-
ling the bonds.

When the United States Governwment grants its guarantee for the payment
of bank notes, and relies for security on State, municipal and railway bonds,
the case will be very different. Even if these securities should be looked
upon by the general public as equal to United States bonds, although this is
highly improbable, yet there would be several reasons why the Government
might be in danger of loss if securities other than those representing its.own
indebtedness were accepted. There is, first, a more universal knowledge
about the bond issues of the United States; they cannot be increased or di-
minished without the widest possible publicity. On the other hand, State,
municipal and railway bonds, placed together in a general class, might be in-
creased under circumstances that might not insure public knowledge. Con-
gress would be very unlikely to authorize issues of bonds simply that they
might be used as a basis of bank-note circulation. But it is to be feared that
if the principle of using securities other than national as the basis of Na-
tional bank-note issues be adopted, the issue of such securities would become
liable to abuses which would never occur with United States bonds.

If this new principle be adopted the banks will naturally select the cheap-
est securities they can be sure will be accepted by the Treasury. No doubt
at first only the better securities will be selected, but by degrees the Treasury
authorities will be brought under a political pressure which will surely if not
swiftly deteriorate the security. United States bonds are United States bonds,
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and there was no way by which any advantage could be secured in their de-
posit. They were an indebtedness of the United States, and even if their
market value had depreciated the Government was still secure, as in paying
the bank notes guaranteed, the Government cancelled its own debt. With
State, municipal and railway bonds, it would be altogether different. Sup-
pose the market value of bonds of this class should be practically wiped out,
the Government would have no way to reimburse itself for payment of guar-
anteed notes. But it may be said that the Government will not guarantee notes
based on State, municipal and railway bonds as it guarantees notes based on
United Statesbonds. If it does not a change in the system will be effected al-
most as radical as if a change were made from a circulation secured by bonds
to an asset currency. Under the present system the public looks directly to
the Government, which promises to pay the bank notes, and further says, ‘I
have secured myself by taking my own bonds, of which the value to me is
always the same as announced on their face.” If State, municipal and rail-
way bonds are accepted as security for bank notes, and the Government does
not assume absolute responsibility for the payment of the notes, its relations
with the general public taking the notes would be entirely different. The
Government could under such circumstances only say that as trustee it would
sell the securities for what they might bring and guarantee that the proceeds
were applied to the payment of the bank notes, to the greatest extent possi-
ble. It would probably be unconstitutional for the United States Govern-
ment to guarantee a payment for which it was not absolutely secured.

Another consideration pointing to the insecurity of State, municipal and
railway bonds is the great diversity of their character. It is sought to over-
come this objection by requiring in the bonds accepted by the Treasury a
conformity to certain conditions. In this way a sort of artificial unity of
character is sought to be established. But where there is diversity in the
character of securities there will be great differences in price. The bonds of,
each State are issued on the credit of that State, and there will always be
variations in the credit of forty-five States. The municipalities of the
country are almost without numnber, and the railways are almost as numerous.
In all these municipalities and corporations there is ample scope for the
manufacture and sale of securities for circulation purposes that will conforn
to the letter of legal requirement, and yet not warrant public confldence.
The banks will buy the cheapest securities they can obtain, so long as they
are acceptable under the Treasury requirements.

It is no new thing in the financial history of the country for the promoters
of enterprises and those who have loaded up with securities which do not as
yet command public confidence, to appeal to the Government to aid them.
When Nicholas Biddle found the Bank of the United States swamped by the
securities taken for loans and debts, he appealed to the Government to invest
its surplus in these securities, and attempted to show what a revival of
business would follow if the Government would only carry the securities
which the public stomach was too feeble to digest.

The persistence with which this plan for permitting securities other than
United States bonds to be accepted as a basis of National bank notes is urged,
seems to suggest a similar desire at the present day to have the Government
boom the prosperity of the country by affording a market for undigested secu-
urities. The modern plan is as much in advance of the crude suggestions of
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Biddle as the electric car is superior to the omnibus. It is more plausible, and
takes advantage of a strong public sentiment for a bank-note circulation se-
cured by bonds and averse to the alternative of an asset currency. The sug-
gestion is like that of the storekeeper who, while he is out of the exact article
required, has something just as good. The public recognizes that the
country is out of the United States bonds necessary as the basis of bank
notes. It looks with suspicion on a bank note based on assets. Then come
the advocates of State, municipal and railway bonds. The public is likely to
be deceived and think these bonds are just as goods as United States bonds,
when they are not. The holders of the so-called undigested securities, if
they are not directly behind this proposal, have every inducement of private
interest to look favorably upon it. The State, municipal and railway securi-
ties unce absorbed by the banks, the general public will have to look for other
investments, and thus a market will be made for the securities now oppress-
ing the markets with their lack of buoyanacy.

Of course, if the use of bonds other than United States bonds was
intrinsically a sound proposition, there could be no objection to it, because its
inflaence would be favorable to other securities. But it is in reality a plan
fraught with greater dangers than any asset currency plan yet propounded.
A plan that affects to give absolute security and does not in reality do so is
more dangerous than a plan like that for asset currency, of which certain
risks are recognized and provision made to meet them. If banks as insti-
tutions are primarily intended to uphold the credit of investment securi-
ties, then circulation on bonded security ought within limits to be encour-
aged. But if the chief function of banks is to effect exchanges, then circula-
tion based on other principles is better calculated for the purpose.

To continue a system of secured circulation by the use of State, munici-
pal and railway bonds, will impair the usefulness of the banks of the country
to the buasiness public for many years to come.

ONE oF THE BEsT.—H. A. McKenzie, Cashier of the S8ecurity State Bank,
8t. Cloud, Minn., writes under date of June 8: *‘I havenot received my May
number of THE BANKERS' MAGAZINE, and wish you would look it up, as I
cannot possibly get along without it. It is one of the best publications for
bankers that I have ever seen.”

GROWTH OF INTERNATIONAL BANKING.—AS was expected, the extension of American
banking enterprise is following the territorial expansion of the country. Several large
banking corporations have been organized already, the latest to be announced being the
Pan-American Bank and Trust Co., an Ohio corporation, with a capital of $15,000,000.
According to newspaper reports, it will absorb the business of a large Mexican bank.

It has been repeatedly urged that an international bank should be chartered by Con-
gress, as National banks are not permitted to have branches. Doubtless such an institu-
tion would have some prestige ; but it seems that the institutions formed under State laws
are capable of meeting all the requirements of international banking without a grant of a
monopoly charter by Congress. Necessarily, such banks must be strong and of large
resources to compete successfully with existing institutions.

That our commerce with other countries will be greatly benefited by the introduction
of American banking facilities in the principal trading countries of the world seems to be
admitted by those who have carefully studied the subject. Banking in the Orient, espec-
ially, has generally yielded substantial profits. Although the returns may decline some-
what with the increase in competition, the field must remain an inviting one for some
time to come.

3



GOLD-RESERVE NATIONAL BANK NOTES.

[Addrees of Hon. WM. BARRET RIDGELY, Comptroller of the Currency, delivered before
the Georgia Bankers' Convention at Atlanta, Ga., Wednesday, June 17, 1903.]

For more than forty years we have had in operation without essential or
‘radical changes a national system of banks with the power of issuing circu
dating notes. The systemn has well answered all expectations and accomplished
the purpose for which it was designed. The notes issued have in all respects
-save one been most admirable. No holder of a National bank note has ever
Nost a dollar except by its accidental loss or destruction, and they have been
.as free from forgeries and counterfeits as is possible with any issue of paper
«currency. It was a decided advance and improvement over all previous bank-
note currency to provide that the National bank notes should be printed and
furnished by the Federal Government, and that they should all thus be made
aniform in design, quality and workmanship, and issued under the same laws
and regulations. Our people have become so accustomed to these notes, uni-
form both in appearance and in value and so perfectly reliable, that they will
refuse to consider any change which will in any way impair them in these
respects.

There has, however, been one vital and serious defect in the system since
its very beginning, and that is the entire lack of any elasticity in the volume
of the circulation. This was predicted when the act was being considered
and debated, and the prediction was fulfilled soon after the establishment of
the national system. It is an unavoidable defect in any system of currency
entirely secured by bonds. Such a systemn cannot be made elastic or in any
way responsive in its volume to the factors and conditions which should
determine such volume. Its changes are necessarily too slow and complicated
by too wany other considerations, such as the price of bonds, which may have
no relation whatever to the supply of and demand for circulating notes. The
advantages of basing these notes upon United States bonds at the time of the
passage of the bank act were so great that it probably was the part of wisdom
to waive the question of elasticity for the sake of the greater advantage. At
the present time, however, with the experience of forty years to guide us, and
the necessity of providing a market for bonds almost removed, it is certainly
wise to try to make such changes as will introduce as much proper elasticity
as is possible, if it can be done without in any way impairing the good quali-
ties of the notes.

There are several special and very important reasons why such elasticity
is very necessary to our currency system. There is no other country where
there is such a great variation in the amount of currency needed for current
cash transactions, owing to the vast extent of our territory, our varied inter-
ests and enormous business, and the great value of crops and products which
have to be moved at certain seasons, calling for very large and varying
amounts of cash. There is no other way so good; in fact, there is no other
gool way to provide this needed elasticity but by means of bank notes if
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they can be made quickly available when and where needed, and as quickly
redeemed and retired when the work is done and the demand for them ceases.

In our system all the elasticity must be supplied by the bank notes. There
is and can be no periodical variation in the amount of coin and coin certifi-
cates in circulation which can in any way respond to variations in demand.
The volume of our Government legal-tender notes is absolutely fixed by
statute and cannot be varied to meet changing conditions. Since all the elas-
ticity in our supply of currency must come from bank notes, it is therefore of
vital importance that they be given this quality in the highest degree possible
consistent with safety. This should be done with the greatest possible care,
in order that the essential qualities of safety and uniformity in value which
our bank notes have always had in so marked a degree shall not be lost or
impaired, but if this currency can be made more elastic without danger of
losing these qualities it should be done at once.

In any plans for making this exchange it is necessary to utilize the present
bond-secured currency. We should not, if we could, attempt now to radi-
cally change or do away with the present notes. The most conservative and
practical suggestion seems to be to make no change in the present bank cir-
culation, but to allow the banks to issue in addition to the present notes a
certain percentage of notes uncovered by any bond deposit, but against which
the banks should be required to hold in gold or its equivalent the same
reserves as against deposits, and at the same time to so add to the laws and
regulations in regard to redemption as to provide very ample requirements
and means for redemption and retirement. This redemption machinery can
and should be made so complete and effective as to lead to constant and fre-
quent redemption of these notes. It is also part of this plan to provide a
guarantee fund for the payment of all these uncovered gold-reserve notes.
Each bank will be required to pay into this fund five per cent. of its uncov-
ered notes before they are issued, and this fund is to be maintained by a tax
on thiscirculation. The proportion of uncovered gold-reserve notes proposed
varies from twenty-five to fifty per cent. Fifty per cent. could be permitted
with safety, but twenty-five is enough to supply a considerable element of
elasticity, and it may be well to begin with the sinaller amount.

UNQUESTIONED SAFETY OF THE PROPOSED NOTES.

It has been frequently shown, from the flgures based on the experience of
forty years, that a comparatively small tax will produce a guarantee fund
which will make every bank note absolutely safe in the hands of the holder.
No one need ever know the name of the bank issuing a note or whether it is
solvent or insolvent. He may be sure it will be redeemed for its full face
value in gold or its equivalent. These figures have been published so often
it hardly seems worth while to repeat them, but there have been so many
objections, based on the possibility of impairing the safety of the notes, that
I give some of them again. The notes of all National banks which have
ever failed amount to about twenty million dollars, while the banks have
paid in taxes on circulation over ninety million dollars. If there had been
no bond security and no assets in the banks, these taxes would have paid
about four and one-half times the amount of all the notes of these insolvent
banks. For the whole period from 1863 to 1901, inclusive, a tax of twenty-
two hundreths of one per cent. (0.22 per cent.) on the outstanding circulation
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of all the banks would have paid off the notes of all the insolvent banks if
there had been no bond security and no assets in the banks which failed.

If, as the present law provides, the notes were a first lien on all the assets,
a tax of eight-one-thousandths (0.008), or one one hundred and twenty-fifth
of one per cent., would have paid all the notes which could not have been
paid out of the assets. The five per cent. guarantee fund which it is proposed
to provide before any uncovered notes are issued would on this basis pay all
the notes above the value of the assets of the insolvent banks for six hundred
and twenty-five years if the proportion of failures remained the same. But,
it is argued, conditions may vary, and these figures are based on experience
with entirely different bank notes. It is not conceivable that conditions can
so change that these most extraordinary margins of safety will not be ample.
The figures are so conclusive that the question of the safety of the notes in
the hands of the public may be taken as established. The swmallest tax which
is proposed for the guarantee fund would be very ample to secure perfect
safety. This tax can be so small that any bank can afford to pay it without
raising the question as to whether it is paying to guarantee the circulation of
a weaker bank or not. It need make no difference whether the tax is turned
into the Treasury of the United States as at present or used to guarantee the
redemption of the notes of other banks.

INFLATION TO BE PREVENTED.

But the argument most frequently seen in the press and heard in conver-
sation against uncovered gold-reserve notes is that their issue will lead to a
great inflation of the currency. This is a most serious objection; and, if it is
true that it would lead to inflation, it is such a fatal objection that the plans
should at once be abandoned forever. After going through all the dangers
and trials of the greenback and silver craze, and having firmly established
our flnancial system on the gold standard, it would be the height of eriminal
folly to introduce any change in our currency laws which would lead to a
paper-currency inflation. 1f we consider carefully, however, the provisions
under which the proposed uncovered notes are to be issued, and, above all,
if we bear in mind that these notes are not to be counted as bank reserves;
that the issuing banks are to be compelled to carry an ample reserve in gold
or its equivalent against them, and, further, that provision is made for such
constant and frequent redemption that the notes cannot stay out any longer
than they are required for current cash transactions, we will be forced to the
conclusion,that there is no danger of undue inflation. On the contrary, this
change in our currency laws will introduce more factors which lead to con-
traction than to expansion. Both are necessary in any good currency, and
if fact, if there is any difference, contraction is more necessary than expan-
sion, or at least should be made the easier of the two. Conditions should be
such that when there is no strain there should be a gradual contraction and
just enough currency be left in circulation to furnish current cash. Then
when the demand increases for any reason, expansion will quickly and easily
follow. The_ trouble with our present bank notes is that both processes are
too slow and difficult, the contraction being actually limited by statute to
$3,000,000 per month.

In considering these questions there are a few fundamental principles
which should]be elearly kept in mind. They are not new—few, if any, good
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financial ideas are—novelty being one of the least desirable qualities in cur-
rency plans or laws. We are apt to lose sight of them, however, or become
confused in their application.

There are two general uses for money or currency in our modern business,
which is so largely based on credits and in which comparatively few transac-
tions are carried out by the actual use of money:

The first is for use as bank reserves against deposits or clrculatmg notes.

The second is for the daily current cash transactions and the payment of
balances.

BANK NOTES NOT A PROPER RESERVE.

Bank notes should never be used for reserves, their true use being for cur-
rent cash business only. Bank reserves should be gold, or some paper certif-
icates which can be quickly converted into gold. As long as the greenbacks
are in circulation and the United States carries a large gold reserve for their
redemption, they may be considered as practically gold certificates and used
for reserves. This is not a good arrangement, but as long as we have these
legal-tender Government notes in circulation as part of our system, the banks
should be allowed to use them for reserve. We may also have to continue to
use the silver dollars and the silver certificates as bank reserves. Through
the mistakes of our silver legislation, we have this silver on our hands, and
the Government will for many years have to bear the burden of it. Having
once shouldered it and provided for it, we must make the best of it for the
present. It will make the silver much better for reserves if Congress, as it
should, makes it specifically redeemable in gold.

The gold coin and certificates and the clearing-house certificates for gold
deposited are ideal bank reserves. Assoon as it can be done, the greenbacks
should be redeemed and retired, the silver also disposed of, and nothing but
gold and gold certificates used as bank reserves. When this is done, we shall
be solidly and firmly on a real gold standard basis, and our financial system
be such as we should have to take our proper place as the leading commercial
nation of the world.

Bank notes are not money at all, but mere promises to pay money, which
are used for currency. They should never, under any circumstances, be
counted as reserves for either National or State banks. It is surprising how
often the suggestion is made to permit this. Very recently an officer of one
of the largest banks in New York told me he thought the three-million-dollar
limit on retirement should be repealed, and the banks authorized to count
notes of other banks as reserve. He gave the usual reason that the bank
notes are much better than the greenbacks, as the bank’s credit adds every-
thing to the Government bond security. There could hardly be a greater
mistake than to ever use bank notes as reserve. Not that they are not good
and safe enough, but that it removes all inducement for any one to send a
bank note home for redemption, and puts an end to all possibility of making
our currency elastic. Instead of decreasing the inducements for redemption,
they should be increased in every reasonable way.

The only proper use of bank notes is for the current cash transactions
necessary in the business of the community. Bank notes are the best possi-
ble form of currency for this use if made properly elastic and responsive to
the demand. The composite result of each bank supplying to its own cus-
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tomers what currency they need, and these customers presenting it for redemp
tion when not needed, is the best way to regulate the amount of currency
which should be in circulation. 1t is infinitely better than any regulation by
statute or by any officer of the Government. Such a currency would be more
efficient and more economical. It would save expensive transfers of currency
from distant partsof the country. It would lessen the liability of disturbance
in all our financial affairs and would be a source of strength in case of threat-
ened or actual trouble. It would be better than an emergency circulation;
it would prevent many emergencies and be a great help in meeting any which
- might arise. It would lessen the danger of both expansion and contraction
and prevent inflation of the currency. A currency not available for reserves
and protected by gold reserves and ample facilities for redemption would not be
made the basis for undue inflation of credits or used for speculation. It would
only be used for those legitimate enterprises which have a proper basis of
credit, and only to furnish the cash as long as it was needed for cash trans-
actions.

‘We cannot by legislation increase the supply of money which should prop-
erly be used for bank reserves. The addition to our currency in circulation
of such an amount of uncovered gold-reserve bank-note currency as the banks
could keep out would add to the available reserves part of the reserve inoney
now outside the banks for use in current cash transactions. But a large part
of this would have to be used as reserve against the gold-reserve notes, so that
it would not add such an amount to our bank reserves as to lead to undue
inflation. The banks can just as well and safely be trusted to issue such gold-
reserve currency as they can be trusted with deposits to be loaned to their
customers. They will only pay it out for value, and will, in self-protection,
be more careful about loaning it than they now are, because they must pro-
vide reserves and must always count upon its being sent back for redemption
when no longer needed.

Owing largely to the kind of paper which we have had in circulation for
forty years, the popular idea of paper currency has become perverted. The
Government has the power to issue and to keep in circulation a large amount
of currency. It can be issued by paying it out for the Government expenses.
As it comes back it can be paid out again, and when revenues exceed expenses
it can be deposited in banks, and thus kept in circulation. The bulk of our
paper currency has been for so many years Government issues thus kept in
circulation that it has come to be assumed that if any given amount of cur-
rency is authorized it will at once be issued and maintained in circulation.
This, however, is not true of bank-note circulation not available as reserves
and for which prompt and constant redemption is assured. A bank has no
such means of putting its notes in circulation as the Government. Its
expenses are comparatively very small, and it can only pay out notes in
exchange for value of some kind. If paid out in exchange for the note of a
customer or in payment of a check against deposits, notes will only stay out
as long as they are needed for cash transactions. Assoon as the demand
slackens, the notes will either come back to the issuing bank or be deposited
in some other bank. This bank will, as soon as possible, send them for
redemption, so as to convert them into something which can be counted as
reserve. The notes must be easily and promptly redeemable in gold or its
equivalent. This is the vital point of the whole plan, and is the most potent
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force with which to make the bank-note currency elastic and automatically
elastic. When currency is wanted, the banks can and will supply it. When
the supply of notes exceeds the demand, they must redeem the notes and
retire them until needed again. If the same reserve is required to be main-
tained against the gold-reserve notes as against deposits, it will make no
difference to the bank whether a Lorrower takes the notes of the bank away
with him or leaves the proceeds of his note on deposit with the bank, except
8o far as the note circulation is taxed by the Government. It is the very
fandamental principle of bank-note circulation that there is no difference to
the bank between the bank-note credit and the deposit credit. They are
both obligations of the bank and exactly the same thing so far as the bank is-
concerned. It is only a question of the convenience of the customer whether
he leaves the credit in the shape of a deposit to be checked against or takes the
notes to be used as cash. It is not so much a privilege of the bank to issue
the notes as it is a privilege of the customer to do whichever suits him best.

PERFECT SAFETY AND ELASTICITY ATTAINABLE.

It is important that it shall be thoroughly understood that there is no
difference between the deposit credit and the bank-note credit, and that bank
notes which are protected by a gold reserve, quickly and easily redeemable,
and not available for reserves will not stay in circulation in greater volume
than is needed for current cash transactions. With these principles fixed in
our minds, there will be no justifiable fear of inflation from such notes. Any
bank which can be trusted with deposits can be trusted to issue the notes.
The guarantee fund will make the notes of any bank safe in the hands of
every holder, no matter what happens to the bank. The main safety of the

whole system, however, is the gold reserve and the constant current redemp-
" tion. Constant and frequent redemption cannot be too strongly insisted
upon. The notes must be perfectly free to come and go, and thus freely fol-
low supply and demand.

The notes of the Suffolk bank system were the best paper currency we
ever had in America, and they were kept good by the frequent redemption,
although they were purely credit notes. The system grew and was success-
ful without Government aid, because it was based on correct principles. The
worst bank notes we ever had were the ¢ wild cat” bank notes in the West,
which were bond-secured. In the States where they required reserves and
provided for current redemption the bank notes were good, but where they
depended on the bond security they were very bad.

The chief trouble with our present bank notes is that the supply is hardly
regulated by the demand in the slightest degree. It mainly depends on the
price of bonds, and the profit on circulation is 8o very small that the banks
are compelled to figure to small fractions to see whether it pays or not. The
issue of circulation instead of being the exercise of one of the most proper and
useful functions of a bank, in supplying currency as needed by the people,
becomes rather a speculation in bonds, and there is thus introduced into the
regulation of the volume of the currency factors which have no proper rela-
tion to it whatever.

The Secretary of the Treasury has recently very wisely and properly
encouraged the increase of circulation in anticipation of the demand which
may be hard to supply next autumn. The outstanding notes are now for the
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first time over four hundred million dollars. No one can tell whether this is
enough or too much, or how much more it may be by September or October
next. How much better it would be if we had a system which would auto-
matically adjust this amount, each bank supplying its own customers when
and as needed. There is far more danger of inflation through these bond-
secured notes becoming redundant than there would be if the banks could
issue a portion of their circulation in uncovered gold-reserve notes with such
proper redemption requirements that they would retire themselves when no
longer needed, and could only be kept out by exertions on the part of the
bank, and then only as long as they were demanded by the public for current
cash transactions. .

Objection is frequently heard to a great number of small banks, widely
scattered, issuing uncovered notes. On thorough consideration this objection
does not seem to be serious, and there are some counterbalancing advantages.
The notes being furnished by the Government, there is no danger of fraudu-
lent over-issue. The proportion of uncovered notes to the capital of the bank
proposed is not large, and the regulations could be made such as to remove
the temptation to organize the banks for the note issne only. The constant
redemption spoken of so often would check this. Those of you who remem-
ber the time when you had notes out which you were constantly looking to
have presented for redemption doubtless realize that such notes are a source
of considerable anxiety and solicitude. These small banks are now allowed to
take unlimited deposits. The notes will be safer than the deposits on account
of the guarantee fund. If the banks are fit to take unlimited deposits, they
are fit to issue a limited quantity of notes, protected by a gold reserve. One
chief advantage of the issue by the great number of banks is that the gauge
of the quantity needed by widely scattered banks, each in close touch with
its own customers and community, would be the best possible way to deter-
mine the proper amount required. They would feel and supply the demand
more quickly and collect and retire the notes more promptly, quietly, and
with less disturbance when no longer needed in circulation.

CURRENCY LEGISLATION NOT A FINANCIAL PANACEA.

It is not claimed by the most enthusiastic advocates of this change in our
currency that it will cure all our flnancial ills. We cannot prevent by any
means yet known speculation and overtrading. It seems to be a fixed law in
all human affairs, and especially in business, that events run in cycles, and
that we are bound to have periods of too great activity, followed by corres-
ponding periods of depression. Modern business is the result of the develop-
ment of credit, and must be done largely on credit to be done at all. There
never i$ a time when there is money enough to liquidate all outstanding cred-
its or even any large part of them. We are thus always exposed to the possi-
bility of some unexpected and unavoidable event leading to such a demand
for liquidation that many who have debts cannot meet them, and this leads
to a panic or crisis, which is followed by a period of depression in all lines of
business and trade. It is idle to expect to cure or change this by legislation,
but we may by proper financial and currency laws remove some of the causes
of disturbance and diminish the chances of sudden demands for liquidation.
‘We are confronted with a situation in business to-day, one of the dangers of
which is the fear of a demand for currency next autumn which may check
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business of all kinds. Being forewarned and expecting it, every one is now
making every possible preparation for it, and in this there is much reason for
hope that serious trouble may be avoided. It may be said that this situation
is not due to our currency laws, but to entirely different causes. This may
be, and doubhtless is largely true. But our currency and banking system is a
great factor in the situation, and if we had a better and more elastic bank
currency, it would be a source of strength now when needed. If our banks
had been in the habit of supplying the varying demands for currency and an
automatic elastic system were in operation which all knew would take care
of the demand as it came, there would have been no necessity of extra en-
deavors being made by the United States Treasury to increase the circulation
and less danger of inflation from such a circulation as could then be issued
and expanded than from our present bond-secured circulation, which, after
it has been expanded, can only be contracted at the rate of $3,000,000 per
month. This is a matter of far greater importance to the people who want
and need this money than it is to the banks. A man who wants currency for
his business and cannot get it is much worse off than the banker who cannot
furnish it. It may only mean a loss of proflt to the bank when it means ruin
to the customer.

The people who want this currency for handling their crops and products
are entitled to the credit based on the wealth of marketable articles they
bhave produced. They are entitled to it in the shape which is most conveni-
ent to them, whether as a bank deposit, subject to check, or current cash.
It is the duty of the Government to supply them with the best facilities
which can be devised, and to enact such laws as will enable the banks to
serve their customers to the best possible advantage to the whole country.
This question is a matter of equal, if not greater, importance to the entire
business community, who find every year their calculations interfered with,
if not overthrown, by the annual disturbance which is due to the demand
for currency to move the crops. That we allow this to go on year after year
without any attempt to cure or stop it is an absolute disgrace to us.

There is a more urgent necessity in the South for the aid of good banks in
the development of your resources and business than in any other part of the
country, and you have comparatively fewer banks. It is of vital importance
and value to you that the banks you have be given the very best possible
facilities, and that their power for good and their efficiency be increased to
the highest limits, consistent with safety and sound banking. Through un-
fortunate circumstances, much of your development has been arrested and
delayed, but it can no longer be held in bounds. The natural advantages
placed here by Providence in your fine soil, splendid climate, your mines of
coal and mineral wealth, your great and valuable forests, your harbors, navi-
gable rivers, and water power, have not yet been utilized as they can and will
be. The loss of the passing generation is the opportunity of the present, and
in no part of the country to-day are such opportunities open for agricul-
tural, wining, industrisl, and commercial developments as in the Southern
States. There has never before been a time when the South offered such
great and certain rewards for capital, industry, enterprise, and ability. This
splendid prospect lies open before you, and success is assured; but it will
come more quickly if you have to aid you all the good facilities to which you
are entitled, and among them of first importance are the best improveinents
in our banking and currency systems which can be made.
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IMPORTANT LEGAL DECISIONS OF INTEREST TO BANKERS.

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

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

EFFECT OF CREDITING (HECK—UNSTAMPED CHECK.
Supreme Court of Pennsylvania, January 5, 1903.
BRYAN V8. FIRST NATIONAL BANK OF MCKEES ROCKS.
Where a bank gives a depositor credit for a check drawn upon it by another depositor, such
credit is equivalent to a payment in cash of the amount of the check.
‘Where such a check bas been so credited by a bank it cannot afterwards avoid the effect of
the transaction by showing that the check was given for a gambling debt, or was
unstamped.

) Assumpsit against a bank for wrongfully charging off on its books a credit
given to a depositor. At the trial the court refused defendant’s offer to prove
that the checks deposited by the plaintiff represented a gambling transaction.
The court admitted in evidence the two checks, although it appeared that
they were not stamped.

BROWN, J.: On November 9, 1900, John J. McCann drew to the order of
Miles Bryan, and delivered to him, a check on the First National Bank of
McKees Rocks, Pa., for $956. The day following he gave Bryan another
check on the same bank for $1,164.75. On that day Bryan, who was also a
depositor in the bank on which the checks had been drawn, went to it, and
made a deposit of §2,357, composed of these two checks and other smallt
checks and some cash. .

At the time he made this deposit the books of the bank showed a credit
in favor of McCann of $3,276. The two checks which he had given to Bryan,
amounting to $2,120.75, after having been passed to the latter’s credit as part
of his deposit of §2,357, were stamped ‘‘ Paid” by the bank. Part of the
amount standing to the credit of McCann on the books of the bank was made
up by his deposit of two checks drawn to his order by E. A. Meyers & Co.
The first dated November 9, 1900, for $1,527.35, was deposited the same or
the following day; and the second, given November 10, 1900, was for §861.70.

After Bryan had received credit for the two checks McCann had given
him, and which had been stamped *‘ Paid,” the bank learned that the checks
of E. A. Meyers & Co. to McCann, which had been deposited to his credit,
were not paid by the Freehold Bank, on which they had been drawn, and
they were subsequently returned, marked ‘‘No funds.” Bryan made his
deposit and received the credit in his pass-book on Saturday, and on the fol-
lowing Monday the bank charged the two McCann checks back to his account,
returning them to him.

Subsequently this suit was brought to recover from the bank the amount
so withdrawn by it from appellee’s account, on the ground that, having given
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him credit for the two checks drawn by McCann on itself, with ample funds
in its hands to meet them, according to its own books, when they were pre-’
sented, it bad made practically a cash payment to him, which it could not
recall without his consent. The trial judge entertained this view, and in an
adequate charge submitted to the jury, as the only question for their deter-
mination, whether the plaintifi had agreed that the money represented by
the McCann checks should be charged back to his account. The jury found
that he had not so agreed, and the verdict was in his favor for the amount
claimed.

When the bank gave to Bryan, one of its depositors, credit on his pass-
book for the two checks drawn on it by another of its depositors having on
its books ample funds to pay them, such credit was equivalent to a payment
to Bryan in cash of the amount of the checks. This has never been ques-
tioned with us from the time it was first decided in Levy vs. Bank of the
United States, 4 Dall. 234, 1 L. Ed. 814, and 1 Bin. 27, and it cannot be pre-
tended that, if an actual cash payment had been made to Bryan by the bank,
there could be a recovery back from him, if unwilling to pay it.

The two legal positions taken by the defendant, which the court below
refused to sustain, were: First, that the court ought not to have admitted
in evidence the two checks drawn by McCann in favor of Bryan, because
they had not been stamped as required by the act of Congress; and, secondly,
that the defendant ought to have been allowed to prove that these checks
‘‘ were given in a gambling transaction, commonly known as a ‘ bucket-shop’
business, and conducted by E. A. Meyers & Co., with John J. McCann as an
interested party therein, with full knowledge of the plaintiff in this case, who
dealt with McCann, and through him with Meyers & Co., in carrying on that
bucket-shop business contrary to public policy.”

As to the first position, appellant seems to overlook the fact that this suit
is not on the checks. The plaintiff could not sue on them. As a holder of
checks on a bank, drawn by one having funds in it to meet them, he could
not sue it. (Saylor vs. Bushong, 100 Pa. 23; First National Bank of North-
umberland vs. McMichael, 106 Pa. 460; First National Bank vs. Shoemaker,
117 Pa. 94; Maginn v3. Dollar Savings Bank, 131 Pa. 362.)

The plaintiff sues to recover money which the bank bad paid him by
depositing it to his credit and then took from him without his consent. This
is the substance of his averment in his statement. The checks were not
offered in evidence as the basis of his claim, or as instruments upon which he
had sued. His case was complete without them, for his pass-book showed
the credit given him by the bank. Knowing that the drawer of these
unstamped checks had, according to its own books, money in its hands to
pay them, it received them as money from Bryan, and gave him credit for
them. Instead of complaining of them now as not having been stamped, it
ought to have refused to pay them when presented, for that was its duty
under a penalty. But it paid them. The act of Congress was intended for
no such case. It did not prohibit the offer in evidence of unstamped checks
assuch. These were offered not to establish and sustain the plaintiff’s claim,
for, as stated, it had been established by the bank’s entry in his pass-book of
80 much cash deposited by him and withdrawn by the bank without his con- *
sent. The prohibition of the act of Congress was upon the offer of checks
as evidence when relied upon as valid instruments for the purpose for which
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they were drawn, and was not that it could not be shown what use had been
made of them by parties against whom they could not be enforced by the
holders. If, as in this case, the bank saw fit to pay unstamped checks, the
act of Congress never intended that it could say the checks had not been
paid, and that the money represented by them was still in its hands because
the checks had not been stamped.

In Chartiers & Robinson Turnpike Company vs. McNamara, 72 Pa. 278,
the instrument rejected by the court because it had not been stamped in
accordance with the act of Congress was one upon which the defendant relied
as the real contract between him and the plaintiff; in other words, it was the
instrument upon which its defense depended. Such is not the case here.

The checks given by McCann may have been drawn in settlement of mar-
ginal deals, but he did not say they should not be paid. He gave them
intending that they should be paid, and the bank upon which they were
drawn would now become the quickener of his unwilling conscience for the
purpose of saving itself from the consequences of what may have been its own
mistake in giving him credit for the checks of E. A. Meyers & Co. Even the
ordinary gambler is not required to get the permission of the bank with which
he keeps his account to withdraw his money to pay his gambling debts,
regarded by him, as a rule, as obligations of honor. This is about the posi-
tion of the appellant as we understand it, and as the court below must have
understood it. Judgment affirmed.

CHECKS—FORGED INDORSEMENT—LIABILITY OF BANK CASHING SAME.
Court of Appeals of Kentucky, April 30, 1803.
MEYER v8. ROSENHEIM & CO.
Where a bank cashes a check upon a forged indorsement, and collects the money upon the
check, it is liable to the holder for the amount thereof.
The action in such case is not based upon the writing, but upon the theory that the bank
has converted the property of the true owner, and cannot retain the proceeds.

HoBsoN, J.: Appellees are wholesale merchants in Louisville. They had
in their employ a bookkeeper named Altman, who forged their name on the
back of checks belonging to them, and then delivered the checks to appellant,
who paid him the money on them or sold him jewelry therefor. Appellant
then collected the checks from the banks on whom they were drawn. Appel-
lees, on discovering the forgery and the misappropriation of their property,
brought this action against appellant to recover of him the amount he had
collected on these checks belonging to them under the forged indorsement of
their name by Altman. The checks amounted to $227.92. On final hearing
the court gave judgment in favor of the plaintiffs.

There is no plea of estoppel, and we see nothing in the evidence to warrant
an estoppel if pleaded. Appellees were not required to anticipate a forgery.
The bookkeeper had no authority as such to sign the firm’s name, and bad
nothing to do with the checks. He obtained them, in fact, surreptitiously,
and without the line of hisauthority. Appellant appears to have been equally
innocent, and so the precise question is on which of two equally innocent
persons the loss should fall.

In Morse on Banking, section 248, it is said: ‘‘If a negotiable instrument
having a forged indorsement come to the hands of a bank and is collected by
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it, the proceeds are held for the rightful owners of the paper, and may be
recovered by them, although the bank gave value for the paper, and has paid
over the proceeds to the party depositing the instruiment for collection.” (See;
to same effect, 3 Randolph on Commercial Paper, sections.1469, 1739, 1777.)

The case of Farmer vs. People’s Bank (decided by the Supreme Court of
Tennessee) 47 8. W. 234, is much like this case. There Head, who had pos-
session of a check payable to Farmer, indorsed Farmer’s name upon it with-
out his knowledge or consent, and delivered it to the People’s Bank, who
collected the proceeds and permitted Head to check out the money. After
this, Farmer demanded the money of the People’s Bank, and, it refusing to
pay him, sued to recover the amount collected by it on the check. The court
held that the logic of the rule to the effect that a check payable to s certain
person can only be properly paid upon his genuine indorsement, or to him,
necessarily was that one coming into possession of such paper under a forged
indorsement of his name could not successfully resist the title of the true
owner, or, if it had been converted into money, a demand for its proceeds. A
number of ‘decisions from other States are collected in that opinion. The rule
is that a forged indorsement is a nullity.

Appellant’s position then in law is the same as if he had taken appellees”
checks and collected the money on them without any indorsement of them
at all. The collection of the checks by him was a conversion of them, and
he who converts the personal property of another is always liable to the owner
therefor. Appellant has collected appellees’ money. He had no right in law
to the money, and he cannot retain it against them. The action is not based
upon the writings, but upon the idea that appellant has converted the prop-
erty of another, and that he cannot retain as against the true owner the pro-
ceeds of the property. Bramblett vs. Caldwell (Ky.) 48 8. W. 982,

Judgment affirmed.

ACCOMMODATION NOTE—EXTENSION OF TIME—RELEASE OF MAKER.
Supreme Court of New York, First Department, April Term, 1803.
NATIONAL CITIZENS' BANK vs. EMMA IDA TOPLITZ.

‘Where a promissory note, made by the maker for the accommodation of the payee with the:
intent that the payee should raise money thereon, is discounted by a bank for the benefit
of the payee, with knowledge of its accommodation character, the action of the bank in
extending, after the maturity of the note, the time of the payment thereof, without the-
knowledge or consent of the accommodation maker, does not operate to discharge the
accommodation maker.

In such a case the accommodation maker is primarily liable upon the note and the relation
of principal and surety does not arise.

The rights of the accommodation maker are not impaired by the extension of the time of
payment, as he cannot maintain an action against the payee on the note itself,

On December 26, 1899, the defendant made her promissory note by which
she promised, five months after date, to pay to the order of L. Toplitz, Son
& Co., $5,000 at the Chemical National Bank, New York, for value received.
The note was indorsed by L. Toplitz, Son & Co. and was discounted by the
Ninth National Bank, to the rights of which bank the plaintiff succeeded by
consolidation of the two corporations.

PATTERSON, J.: This was an accommmodation note, and when it was dis-
counted by the Ninth National Bank that bank had full notice that it was an
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accommodation note. It was not paid at maturity, and at the request of the
indorsers for whose benefit it was discounted the time of payment was
extended without the knowledge of the maker. The complaint is in the
usual form of an action upon a promissory note against the maker, with an
admitted credit of $1,000 paid on account. The answer sets up that the note
was delivered as an accommodation note for the express purpose of having
the same discounted by the Ninth National Bank of the city of New York,
and upon the distinct understanding that at its maturity it should be taken
up and paid by the indorsers; and that subsequent to the delivery of the note
the Ninth National Bank had knowledge that it was given for accommoda-
tion; and that after its maturity the Ninth National Bank, without the knowl-
edge or consent of the defendant, entered into an agreement by which it
extended the time of payment of the note, and that for a certain fixed time
it would not collect or enforce payment thereof.

When the case came on for trial the facts set up in defense were admitted,
and the simple question arising was whether as to the plaintiff in the action, the
defendant, the maker of the note, stood in the attitude of a surety and was
released from her obligation as maker of the note by reason of the extension
of the time of payment given to the person for whose benefit the note was
discounted, without her knowledge or consent. The trial judge held that the
facts thus set up did not constitute a defense, and that the defendant was
primarily liable as the maker of the note, notwithstanding the extension of
the time of payment. In this ruling the trial court was right. Concededly
this was an accommodation note; it was given with the intention that the
indorser should raise money on it, on the liability of the maker, and the
maker is liable primarily notwithstanding the knowledge of the holder that
she was an accowiodation maker only. (Neg. Inst. Law [Laws of 1897,
chap. 612}, sec. 55, as amd. by Laws of 1898, chap. 336.) This note was dis-
counted on the credit of the mmaker whose very purpose was to become abso-
lutely liable. Thus she became primarily liable. There is no relation of
surety. By section 3 of the Negotiable Instruments Law, the person prima-
rily liable is the one who by the terms of the instrument is absolutely required
to pay the same, and all other persons are secondarily liable. No other
question of liability can arise in this case than such as appears upon the face
of the instrument.

The case is entirely unlike that of Grow vs. Garlock (97 N. Y. 81), in which
it was held that, as between two debtors standing to each other in the rela-
tion of principal and surety, the fact being known to a creditor, that creditor
was bound to respect such relationship, no matter how or when it arose, or
whether he consented to it or not. But the present case, if not determinable
by the ordinary rules relating to negotiable paper, is controlled by the third
section of the Negotiable Instruments Law. The note was made by the
defendant in order that the indorsers might receive money upon her credit.
That is the very essence of an accomnmodation note. That credit was given
and the indorser received the money. The maker was thus a principal debtor.
She lost nothing by the extension of time to the indorser, for she had no
right of action on the note itself as against the indorsers. She could not sue
them on the note and she lost nothing of her claim against them, for by pay-
ing the note at any time she could have maintained her action to recover
from the indorsers notwithstanding the extension of the time of payment of
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the note by the bank. On the note itself the maker never could recover
against the indorsers. It may be evidence of an indebtedness of them to
her, the circumstances under which it was made being shown; but the lia-
bility of the indorsers to the maker would arise, not on the note, but out of
the original credit given for their beneflt and her payment of money on their
behalf.

The verdict for the plaintiff was properly directed and the judgment
should be affirmed, with costs.

Van Brunt, P. J., O'Brien, Ingraham and Hatch, JJ., concurred

Judgment afirmed, with costs.

CHECK—FORM OF—WHEN VOID FOR WANT OF PAYEE.
Supreme Court of Michigan, May 12, 1908.
GORDON Vvs. LANSING STATE S8AVINGS BANK.

‘Where a check is made out upon a blank form containing the words ¢ Pay to the order of,
and the drawer, instead of naming a payee, or leaving blank the space after these words,
or naming an impersonal payee, runs a line through such blank space, the check is void,
since it is payable neither to bearer nor a designated payee.

This case was tried by the circuit judge without a jury. At the request of
the defendant, he made a finding of facts, which is as follows:

‘“ Monday morning, December 9, 1901, at about nine o’clock, there was pre-
sented at the bank of defendant at the City of Lansing for payment the fol-
lowing check, made upon the printed form of check supplied by defendant to
its patrons, and signed by plaintiff, viz. :

Lansing, Mich., 190 — No. Lansing State S8avings Bank of Lansing.
Pay to the order of —————— , Nine hundred seventy dollars ($970). Jno. R. Gordon.

The check was indorsed by Charles P. Downey, and was presented by an
employee of Mr. Downey, and cash was paid at the time of presentation.
The plaintiff had been a depositor at defendant’s bank at periods for three or
four years, and at the opening of the bank on the morning of December 9,
1901, his balance or credit upon the books of the bank was §3.40, but during
the day $2,997.50 was added to plaintiff’s credit. The day defendant cashed
the check plaintiff was at the bank, and was informed that the check for 370
had been cashed by payment to Mr. Downey, and he then notifled defendant
he would not accept the check as a voucher for the money paid. December
14, 1901, plaintiff prepared and presented to defendant his check, payable to
himself, for 8970, being the amount he claimed to then have on deposit in
the bank. Payment on this check was refused by defendant upon the ground
that plaintiff had no funds in the bank.”

The circuit judge rendered a judgment in favor of the plaintiff for $970
and interest. The case is brought here by writ of error.

MOORE, J.: Two questions are discussed by counsel: First, the effect of
not dating the check; second, has the check a payee? We do not deem it
necessary to discuss the first question. As to the second question, it will be
noticed the drawer of the check did not name a payee therein, nor did he
leave a blank space where the name of & payee might be inserted, nor did he
name an impersonal payee,

In the case of McIntosh vs. Lytle, 26 Minn. 336, the court used the follow-
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ing language: ‘¢ A check must name or indicate a payee. Checks drawn
payable to an impersonal payee, as to ‘ Bills Payable’ or order, or to a num-
ber or order, are held to be payable to bearer, on the ground that the use of
the words ‘ or order’ indicate an intention that the paper shall be negotiable;
and the mention of an impersonal payee, rendering an indorsement by the
payee impossible, indicates an intention that it shall be negotiable without
indorsement—that is, that it shall be payable to bearer. 8o, when a bill or-
note or check is made payable to a blank or order, and actually delivered to
take effect as commercial paper, the person to whom delivered may insert
his name in the blank space as payee, and a bona flde holder may then
recover on it.

These cases differ essentially from the one at bar. In the latter case the
person to whom delivered is presumed, in favor of a bona fide holder, to have
had authority to insert a name as payee. In the former case the instrument
is, when it passes from the hands of the maker, complete, in just the form
the parties intend. But in this case there is neither a blank space for the
name of the payee, indicating authority to insert the payee’s name, nor is
the instrument made payable to an impersonal payee, indicating a fully com-
pleted instrument. It is claimed that the words ‘on sight ' are such iwper-
sonal payee. They were inserted, however, for another purpose—to tix the
time of payment, and not to indicate the payee. It is clearly the case of an
inadvertent failure to complete the instrument intended by the parties.

The drawer undoubtedly meant to draw a check, but, having left out the
payee's name, without inserting in lieu thereof words indicating the bearer
as a payee, it is as fatally defective as it would be if the drawee’s name were
omitted.” (See, also, Rush et al. vs. Haggard, 68 Tex. 674; Prewitt vs. Chap-
man, 6 Ala. 86; Brown vs. Gilman et al., 13 Mass. 160; Rich et al. vs. Star-
buck, 51 Ind. 87; Norton, Bills and Notes [3d Ed.] p. 59, and notes; Daniel,
Neg. Inst. [4th Ed.] Sec. 102).

The case differs from the one at bar in some respects, but the important
part of the decision is that a payee is necessary to make a complete instru-
ment, and, even though the maker of a check may have intended to name a
payee, if he has not in fact done so the check is incomplete. In the case at
bar the failure to namne a payee was not an oversight, if we may judge from
what Mr. Gordon did, as will appear more in detail later.

Our attention has been called to Crutchly vs. Mann, 5 Taunton, R. 529.
In this case the bill of exchange was made payable to the order of
The court found that under the facts shown the conclusion was irresistible
that the name was filled in with the consent of the drawer. The same case
was previously reported in 2 Maule & Selw. 90, where, as the case then stood,
it appeared the bill of exchange had been sent out, the defendant leaving a
blank for the name of the payee. One of the judges was of the opinion that
the defendant, by leaving the blank, undertook to be answerable for it, when
filled up in the shape of a bill of exchange; another judge was of the opinion
that it was as though the defendant had made the bill payable to bearer;
while the third judge was of the opinion that the issuing of the bill in blank
without the name of the payee was an authority to a bona fide holder to
insert the name.

In the case of Harding vs. The State, 54 Ind. 359, a promissory note was
drawn leaving a blank space for the name of the payee, and it was held:.
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‘8o the name of the payee may be left blank, and this will authorize any
bona flde holder to insert his own name.”

In the case of Brummel, et al. vs. Enders, et al., 18 Grat. 873, promissory
notes, blank as to the names of the payees, had been put in the hands of an
agent to be sold for the benefit of the makers. The agent sold them, at a
greater discount than the legal rate of interest, to purchasers who did not.
know they were sold for the benefit of the makers. At the time of the sale
the name of the purchasers was inserted, either by the purchasers or by the:
agent, in the blank left for the payee. When the notes were sued, the
makers pleaded usury. The court, following the cases already cited, held
that any bona fide holder of a bill or note which is blank as to the name of
the payee may insert his own name, and thus acquire all the rights of the
payee.

It will be observed that the case at bar differs from all of these cases. As
before stated, not only did Mr. Gordon fail to insert the name of a payee, or
to leave a blank where the name of the payee might be inserted, but he did
more. He drew a line through the blank space, making it impossible for any
one else to insert therein a name, indicating very clearly that he not only
declined to name a payee, but intended to make it impossible for any one
else to do so. Had Mr. Gordon issued a check otherwise perfect, but with
the blank space for the amount of the check unfilled, and delivered it to a
third person, it would be presumed the third person was given authority to
fill the blank space. But had he, instead of leaving the space a blank, filled
it by drawing a line through it, would any one say the third person might
then insert a sum of money in that space? If not, upon what principle may
the name of a payee be inserted when the space was fllled in the sawe way,
or upon what theory may it be presumed there was an impersonal payee when
the maker has not made the check payable to cash, or some other impersonal
payee. In order to construe the check as a complete instrument, we must
read into it an intention not only not expressed by its language, but contrary
to the act of the maker. The check, as it appears to-day, is without any
payee. The record is silent in relation to whom it was delivered, or whether
the person who presented it at the bank, or the person whose indorsement it
bears, was a bona fide holder.

Judgment is affirmed.

Montgomery, J., did not sit. Hooker, C. J., concurred with Moore, J.

CARPENTER, J. (dissenting): I regret that I cannot concur in the opinion
of my Brother Moore. I agree with him that the check in question is not
governed by the authorities which hold that, where a blank is left for the
insertion of the name of a payee, the instrument is to be treated as payable
to bearer.

1 cannot agree, however, that the case of McIntosh vs, Lytle, 26 Minn.
336, is controlling. That case resembles this in many particulars. There is,
however, a difference, which, in my judgment, renders the reasoning of that
case inapplicable. The fact that the plaintiff in the case at bar used the
ordinary blank, and drew a line through the space intended for the name of
the payee, prevents our assuming, as did the court there—and its decision
was based on this assumption—that it is ‘‘ the case of an inadvertent failure
to complete the instrument intended by the parties.”

The instrument under consideration is obviously complete, in just the

4
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form the maker intended. In my judgment, the authorities which hold a
check payable to the order of an impersonal payee to be valid and negotiable
control this case.

I quote from the case of Willets vs. The Ph®nix Bank, 2 Duer (N. Y.) at
page 129: *‘One of the checks was payable to the order of 1658, the other
three to the order of bills payable; and, as the required order could not in
either case possibly be given, the checks, unless transferable by delivery,
were payable to no one, and were void upon their face. The law is well-set-
tled that a draft payable to the order of a fictitious person, inasmuch as a
title cannot be given by an indorsement, is, in the judgment of law, payable
to bearer. (Vere vs. Lewis, 3 Term R. 183; Minet vs. (Gibson, Id. 481; Gibson
vs. Minet, 1 H. Black, 569, afirmed in the House of Lords.) And it seems to
us quite manifest that in principle these decisions embrace the present case.
At any rate, the bank, by certifying the checks as good, is estopped from
denying that they were valid as drafts upon the funds of the maker, and,
consequently, were payable to bearer. The giving of such a certificate, if
otherwise construed, would be a positive fraud.”

In Mechanics’ Bank vs. Straiton, 3 Abb. Dec. (N. Y.) 269, a check payable
to bills payable or order was held payable to bearer, the Court saying: ‘‘By
naming the persons to whose order the instrument is payable, the maker
wanifests his intention to limit its negotiability by imposing the condition of
indorsement upon its first transfer. But no such condition is indicated by
the designation of a fictitious or impersonal payee, for indorsement, under
such circumstances, is manifestly impossible; and words of negotiability,
when used in connection with such designations, are capable of no reasonable
interpretation, except as expressive of an intention that the bill shall be nego-
tiable without indorsement—i. e. in the saine manner as if it had been made
payable to bearer.” We must decide that the check in the case at bar, like
those in the cases cited, is either altogether void, or is transferable by deliv-
ery. I submit that we should follow those cases, and decide that it is trans-
ferable by delivery. To quote the language of Lord Ellenborough, in
Cruchley vs. Clarance, 2 Maule & Selw. 90: ‘‘As the defendant has chosen
to send the bill [check] into the wcrld in this form, the world ought not to
be deceived by his acts.” This view of the case compels me to notice the fact
that the check under consideration is not dated. According to the weight of
authority, this omission does not invalidate it. (See Zane on Banks and
Banking, sec. 152; Daniel on Negotiable Instruments, sec. 1577; Norton on
Bills and Notes, p. 405, note.)

I think the judguent of the court below should be reversed, and a judg-
ment entered in this court for the defendant.

Grant, J., concurred with Carpenter, J.

DEFOSIT OF TRUST FUNDS—WHEN CONSIDERED GENERAL AND NOT SPECIAL
DEPOSITS.
Supreme Court of Iows, May 15, 1903.
OFFICER V8. OFFICER, et al. (STEWART, INTERVENER).

In the absence of a statute forbidding such a course, an executor may deposit funds of the
estate in a bank of good standing and reputed solvency.

In the absence of. : 0 ne special arrangement, such a deposit is deemed a general and not a
epecial deposit.
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This was an application in a receivership proceedings for the allowance
and establishment of a claim flled by the intervener, as executor of the estate
of A. Cochran, deceased, as a preferred claim. The trial court denied the
application and intervener appealed.

DEEMER, J.: The firm of Officer & Pusey was a partnership doing a gen-
eral banking business in the city of Council Bluffs. On September 17, 1900,
it went into the hands of Receivers, and, on October 16 of the same year, in-
tervener, as executor of the estate of A. Cochran, deceased, flled his claim
against Officer & Pusey with the Receivers, for the sum of something more
than $2,000, which he had deposited in the bank to the credit of ‘‘ the estate
of A. Cochran, deceased. J. J. Stewart, executor.”

He alleges that he notified the bank that this was a special trust fund
which should at all timmes be kept on hand and subject to the order of court,
and that said Officer & Pusey had notice of the character of the funds. He
further pleaded that the funds in the hands of the Receivers were augmented
to the amount of the deposit, and that the same, or an equal amount there-
of, was still in their hands, and he asked that his claim be allowed and estab-
lished as a preferred one.

The facts are not in dispute. It was agreed that the claim should be
treated as if brought in the name of the cestu? que trust; that J. J. Stewart
was the executor of the estate of A. Cochran, and as such deposited the
money claimed by him, as stated in his application; and that such deposits
were made on and after March 31, 1900, with the knowledge of the bank that
they were trust funds held by Stewart. The deposits were made in good
faith, and, when made, the bank was reported to be solvent and sound.
When the bank passed into the hands of the Receivers there was more than
$100,000 of assets, which was more than sufficient to pay all preferred claims;
and from the time the deposits were made, down to the time of the appoint-
ment of the Receivers, the bank had more than §100,000 in cash. Stewart
never had an order of court to make the deposits, but acted upon his own
judgment and respgnsibility, for the purpose of preserving and securing the
funds. From time to time he drew checks in his official capacity against the
funds, which were duly honored and paid.

The first question of law to be deterinined on this state of facts is, was
the deposit wrongful ? If so, and the bank had notice of the character of the
funds, there is no doubt that the claim should be given a preference. (Ind.
Dist. vs. King, 80 Iowa, 498; Davenport Plow Co. vs. Lamp, 80 Iowa, 722;
Dist. Tp. vs. Bank, 88 Iowa, 194; In re Knapp & Co. 101 Iowa, 488; Jones
vs. Chesebrough, 105 Iowa, 303.)

Ar executor must exercise that degree of care and prudence with reference
to funds coming into his hands that ordinarily prudent men exercise in re-
gard to their own affairs, and, in the absence of statute preventing, they may
deposit the same in banks of good standing and reputed solvency. (Barney
vs. Saunders, 16 How. 535; King vs. Talbot, 40 N. Y. 76.)

Indeed, it seems to be generally held that a trustee who has deposited
funds to a trust account in a reputable bank or banking house is not liable
for any loss which may occur through failure of the bank. (In re Law’s Es-
tate [Pa.] 22 Atl. 831, 14 L. R. A. 103; Norwood vs. Harness, 98 Ind. 134; Ja-
cobus vs. Jacobus, 37 N. J. Eq. 17; People vs. Faulkner, 107 N. Y. 488.)

Of course the deposit must be made to the trust account. If the executor
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or trustee makes a deposit of trust funds in his individual name, or mingles:
them with other funds, he is not relieved of responsibility should the funds
be lost. (Williams vs. Williams, 55 Wis. 300; Allen vs. Leach [Del. Orph.
Ct.] 29 Atl. 1050; Corya vs. Corya, 119 Ind. 593.) Such act is in itself a con-
version of the funds. (Ivey vs. Coleman, 42 Ala. 409.)

Finding then that the executor was authorized to make a deposit of the:
money belonging to the estate, the next question is the nature of the deposit.
Deposits are divided into general, special, and specific; and, in the absence
of proof to the contrary, every deposit is presumed to be general. In case of
general deposits, the money deposited is mingled with other money of the
bank, and the entire amount forms a single fund, from which depositors are
paid. Therelation of debtor and creditor is created, and, in the event of fail-
ure of the bank, all syeh creditors stand on an equality. (Lowry vs. Polk
County, 51 Iowa, 50; Long vs. Emsley, 57 Iowa, 11; Commonwealth Bank
vs. Wister, 2 Pet. 318; In re Hunt [Mass.| 6 N. E. 554; Briyn vs. Bank, 9
-Com., 413.)

A general deposit differs from a loan in that the money is left with the
bank for safe keeping, subject to order, and payable, not in the specific money
deposited, but in an equal sum. It may or may not bear interest, and, so-
long as the relation is simply that of debtor and creditor, no loan is created.
(In re Law’s Estate, supra.)

A special deposit is created where the money is left for safe keeping and
return of the identical thing to the depositor. And a specific deposit exists.
when money or property is given to a bank for some specific and particular
purpose, as a note for collection, money to pay, a particular note, or prop-
erty for some specific purpose. (People vs. Bank, 96 N. Y. 33 ; Brahm vs.
Adkins, 77 I11. 263 ; Peak vs. Ellicott, 30 Kan. 156 ; German Bank vs. Fore-
man, 138 Pa. 474.)

The deposit made in this case was not a special one. The bank did not
receive it upon a promise to keep the identical money and to return it to the
executor. It was not specific, for the bank had the right to mix the funds
with other money received by it, and obligated itself simply to honor and
pay the executor’s checks. It did not agree to hold the same for the parties
entitled thereto, but it was at all times authorized to pay the same out on
checks signed by the exector, and was not bound to see that the money re-
ceived thereon went to those who were entitled to receive it. Many
attempts have been made to secure priority in such cases on the theory that
the deposit is specific, but they have uniformly failed. (See Fletcher vs.
Sharpe, 108 Ind. 276, McLain vs. Wallace, 103 Ind. 562 ; Alston vs. State, 92
Ala. 124 ; Henry vs. Martin, 88 Wis. 367.)

We have found that the deposit in this case was authorized, and that it
was general in character, and the question yet remains, may the executor or
his cestui que trust recover the deposit as a preferred claim ? The mere fact.
that he is a trust fund creditor does not give him this right. Equality is re-
garded as equity in such cases. He is simply a creditor of the bank, and has
no peculiar claim or right over other creditors. (Ringo vs. Field, 6 Ark. 43 ;
Fletcher vs. Sharpe, supra ; Shaw vs. Bauman, 34 Ohio St. 25; Paul vs.
Draper; [Mo.] 59 8. W. 77 ; Nat’l Bank vs. Millard, 10 Wall. 153.)

In Fletcher vs. S8harpe, supra, it is said : ‘‘There is no question that the
fund was properly deposited. * * * When deposits are received, unless.
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they are special, they belong to the bank as a part of its general funds, and
the relation of debtor and creditor arises between the bank and the de-
positor. This is equally so whether the deposit is of trust money or of funds
which are impressed with no trust, provided the act of the depositor is no
misappropriation of the funds. If, in redeiving a trust fund, a bank acted
with knowledge that it was taking the fund in vivlation of the duty of the
trustee, the rights of a cestui que trust might be different. * * * In this
case, where no impropriety is imputed to the bank in receiving the money, it
becomes a debtor of the petitioner, and its debt to them was of the same char-
acter as its debt to any other depositor, and must be paid in the same propor-
tion. The rights of other creditors stand on a level with those of the
petitioners, and are to be gnarded and protected by the court with the same
vigilance.” :

This is manifestly sound doctrine, and does not in any manner controvert
the rule that a cestui que trust may follow trust property which has been
misapplied or misdirected by a trustee into the hands of any one who is not
an innocent purchaser for value. Generally speaking, equity will follow a
trust fund through any number of transmutations, and preserve and protect
it for the real beneficiary, so long as such can be identified and followed; and
no court has gone further than our own in thisrespect. But where the prop-
erty has rightfully been disposed of by the trustee, and title has passed from
him, cestuf que trust will not be permitted to reclaim the same. Hence the
necessity for determining the rightfulness of the deposit. ~'When it is once
determined that the deposit was rightful, the case assumes the same aspect
as if the cestui que trust had expressly authorized it. Had he done so, of
course he could not follow the property into the hands of the Receivers. In
virtue of the power conferred upon him by law, the executor deposited the
money in the bank, and thus became the bank’s creditor for the amount of
the deposit. The money was properly mingled with other funds of the bank,
and lost its distinctive character as trust funds. The bank became obligated
to return a like amount to the executor, or to the honor his checks issued
against the deposit. In other words, it became the debtor of the trustee.
And, as said in Bradley vs. Chesebrough, 111 Iowa, 126, referring to Cavin
vs. Gleason, 105 N. Y. 262, ‘‘ that plaintiff was a trust creditor does not of it-
self entitle him to preference over other creditors.” The executor had the
right to make the deposit, and the bank had an equal right to use it in its
business in the ordinary way. The fund stood on the sawme footing as any
other general deposit. (McAfee vs. Bland [Ky.] 11 8. W, 439.)

The case is easily distinguishable from cases where the deposit is wrong-
ful, for there the relation of debtor and creditor does not exist; at any rate,
the cestui que trust is not bound by such a deposit. It is also very different
from those cases where a bank, with notice of the trust character of a de-
posit, attempts to apply it on a debt due it by the trustee. In such cases, the
cestui que trust may recover the amount so misapplied from the bank. It is
doubtless true, also, that the cestui que trust may recover from a solvent
bank the amount of a deposit by another to his account as trustee, but none
of these rules are applicable here, for the reasons that the deposit was right-
ful, the relation of debtor and creditor was created, and the entire assets of
the bank are now in the hands of trustees for an equitable and proper dis-
tribution. There is no reason, then, for preferring one creditor over another,
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and surely none will be preferred simply because he is what might be called a
trust fund creditor. ‘

CONSOLIDATION OF BANKS—USE OF COLLATERALS.
Supreme Court of Oklahoma, February 5, 1903.

OVERSTREET, et al. v8. CITIZENS' BANK.

‘Where a banking corporation borrows money from another bank for the purpose of paying its
depositors, and hypothecates its notes and credits as collateral security for such loan, a
suit In equity is not the proper proceeding by an unsecured creditor of such debtor
bank to reach sald collaterals in the hands of the creditor bank. The statute provides
a plain, ample and adequate remedy in such cases.

A banking corporation desiring to quit business may transfer its depositors’ accounts to
another bank, and may borrow money from such other bank to pay its depositors, and
raay pledge its assets as security for the money so borrowed ; and such action is not a
consolidation or merger, nor does it release the first bank from liability, nor render the
second liable to the other creditors of the first bank.

Where one creditor holds collateral security for payment of his claim, a release or return of
a portion of the collaterals to the debtor, or permission to apply a portion of the pro-
ceeds of such collaterals to other bona fide debts of the debtor, is in neither case, if
done in good faith, such a misuse of such collaterals as will render the holder liable to
other creditors for the value of such collaterals.

(8yllabus by the court.)

This was a suit in equity by judgment creditors of a suspended banking
corporation to recover judgment for the value of certain assets transferred
by the suspended bank to another banking corporation.

The points decided are stated in the official syllabus given above.

BY WHAT LAW INDORSEMENT IS GOVERNED—DISCHARGE OF INDORSER
BY IMPAIRING HIS REMEDY AGAINST MAKER.
Court of Appeals of New York, March 28, 1903.
AMELIA L. SPIES v8. NATIONAL CITY BANK.

In the case of every negotiable instrument there are as many separate contracts as there
are indorsements, each being governed by the law of the place where made, unless it
i8 the intention to negotiate the instrument elsewhere.

If the holder of a note 80 deals with the maker that the latter becomes discharged from all
liability thereon, as against subsequent indorsers, then the indorsers cannot be required
to pay the same.

The plaintiff'’s testator had procured the defendant to discount a note
made by one R. M. Ong, of New Orleans, which the maker failed to pay at
maturity, and which was duly protested. Afterwards the defendant brought
suit against the maker in the courts of Louisiana, and obtained judgment
against him. This judgment was then sold at a discount of fifty per cent.
Afterwards the defendant sold certain bonds which had been deposited as
collateral security with it by plaintiffs’ testator, and after paying certain
other debts due from him to it, applied the balance, 1,469.06, to the pay-
ment of his liability as indorser on the Ong note. The suit was brought to
recover this amount.

PARKER, C.J.: While the note was a Louisiana contract, having been
made in that State by a resident thereof, payable at a bank therein, the con-
tract of indorsement was an independent contract governed by the law of
the State where it was made and took effect, for in the case of every negotia-
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ble instrument there are as mmany separate contracts as there are indorsements,
each being governed by the law of the place where made, unless the inten-
tion is to negotiate the instrument elsewhere. (Story on Conflict of Laws,
§ 314; Daniel on Negotiable Instruments, §§ 867, 868, 899; Aywar vs. Sheldon,
12 Wend. 439 ; Allen vs. Merchants’ Bank, 22 Wend. 215 ; Cook vs. Litch-
fleld, 9 N. Y. 279, 290.) The note was made payable to the order of Marcial
& Co., under which name the plaintiff’s testator did business in the city of
New York, and it was by him duly indorsed to the defendant, at its banking
house in New York, before maturity. The contract of indorsement was,
therefore, a New York contract, and the defendant having presented the
note for payment when and where it was made payable, and, upon the
refusal to pay, having caused the same to be duly protested for non-payment
and notice thereof to be given to the plaintiff, it thereupon became entitled
to enforce payment, and still retains that right unless it has done, or omitted
to do, some act which, under the law of this State, has destroyed that right.

While the holder of a note may enforce collection from either the maker
or indorser, or both, he must take care not to impair the remedy of the
indorser against the maker, for to the extent that he destroys the indorser's
claim against the maker, he releases his claim against the indorser. (Shutts
vs. Fingar, 100 N. Y., 539 ; Pitts vs. Congdon, 2 N. Y. 352; Brown vs.
Williams, 4 Wend. 360.)

In Shutts’ case, it is said, in the course of a very full and careful discus-
sion of the general subject, that an indorser who pays a note ‘‘is entitled to
demand its possession from the creditor with the right of subrogation to all
securities and remedies possessed by him against the prior parties thereon
unimpaired by any act or laches of such creditor.”

In Pitts’ case it is held that ‘‘he” (the holder) ‘‘cannot discharge the
party primarily liable and then sue the indorser, because the latter would in
this way be deprived of his remedy over.”

In Brown’s case the court said, ‘‘if the holder releases the principal
debtor, he ought not to recover against the indorser, for, by releasing the
debt, he discharged the principal from all liability upon the note to the
indorser as well as himself.”

The principle established by these cases is that if the holder of a note so
deals with the maker that he becomes discharged frow all liability thereon
as against subsequent indorsers, then the indorsers cannot be compelled

to pay it.

BANK'S RIGHT OF SET-OFF—NOTE MATURING AFTER DEATH OF DEPOSITOR,
Court of Appeals of Kentucky, May 22, 1903. *
LITTLE'S ADMINISTRATOR vs. CITY NATIONAL BANK OF FULTON.
Where a bank holds the note of a deceased depositor, it may set off the amount of such
note against the amount due to his estate from the bank on account of his deposit,
even though the note does not mature until after his death.

HoBsox, J.: C. H. Little died a resident of Fulton county on April 1,
1900. At the time of his death he had on deposit in his own name in the
Citizens’ S8avings Bank of Fulton, Ky., $547.68 ; and the bank held a note
against him for §350, on which J. C. Bennett and William Brown were
sureties, which matured on April 2, or the day after his death. The bank
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paid to his administrator $197.68, the balance of the deposit over and above
the amount of the note, but declined to pay the remainder of the amount ;
insisting upon its right to offset the note against it. The administrator then
filed this suit against the bank, and, the court having dismissed the action,
he appeals.

The right of a bank to apply a deposit to the extinguishment of the de-
positor's indebtedness grows out of the doctrine that the relationship between
the bank and the depositor is that of debtor and creditor. *‘‘The bank holds
a lien upon the deposits in its hands to secure the repayment of the depos-
itor's indebtedness, and may enforce that lien as the debts mature by apply-
ing the debtor's deposits upon them, thus setting the two off against each
other.” (3 Am. and Eng. Ency. of Law, 835.)

In Masonic Savings Bank vs. Bangs’ Adm’r, 8 Ky. Law Rep. 16, this court
said that the right of a bank to this lien is recognized by all the elementary
books on the subject, and by an unbroken line of American decisions.

In Kentucky Flour Company’s Assignee vs. Merchants’ National Bank, 90
Ky. 225, an insolvent debtor, who was indebted to the bank with which he
had money on deposit, made an assignment before the debt of the bank had
matured. It was held that the bank, although its debt had not matured,
might offset its debt against the deposit, as being between it and the assignee.
‘The case here is much stronger in behalf of the bank, for its debt had matured
before there was administration on the estate of the decedent, or any de-
mand made of it for the deposit; and when the suit was brought it had an
existing demand, which it could plead as a set-off.

In Ford’s Adm’r vs. Thornton, 3 Leigh, 695, a debtor died before the note
fell due. His estate proved to be insolvent. The bank at the time of his
death had money of his on deposit, and it was held that the bank was enti-
tled to apply the deposit to the payment of the note.

In Knecht vs. United States Savings Institute, 2 Mo. App. 563, a bank held
a note against a depositor, who died insolvent before the note matured. The
note was for more than the amount of the deposit. A balance was struck
between the two demands, and the bank was allowed to prove up the re-
mainder of its claim against the estate.

In Mathewson vs. Stratford Bank, 45 N. H. 108, on substantially the same
facts, the executor sued to recover the testator’s deposit ; and the bank was
allowed to set off its note against the testator, although it had not matured
at his death, and the estate was insolvent.

So in Camden National Bank vs. Green, 45 N. J. Eq. 546, the testator
having died, leaving a balance to his credit in the bank, which he willed to
his wife, and she having had it transferred to her own account, the estate
proving insolvent, and the note held by the bank against the testator hav-
ing matured, the bank was held entitled to set off the deposit against the
note ; no rights of third persons having intervened. To the same
effect, see 1 Morse on Banking, § 329, and cases cited (last edition). A con-
trary rule is laid down in Pennsylvania where the estate is insolvent, but
where the estate is solvent the same rule is followed, as above indicated.
(Bosler’'s Adm'rs vs. Exchange Bank, 4 Pa. 32.)

But this ruling isin conflict with the current of authority and the princi-
ples established in this State. With usinsolvency is a well-settled ground for
equitable set-off, and where a decedent owes a debt, and has a claiin com-
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ing to him from the same person, the rale is that the claims will be offset,
although the estate is insolvent, on the ground that only the balance is really
due from one party to the other. (Newman on Pleadings, 595-598 ; Ely vs.
Com. 35 Ky. 398.) The rule, also, is that if a bank, after the note matures,
suffers the debtor to check out his deposit, and he then becomnes insolvent,
the surety in the note will be discharged. (Pursifull vs. Pineville Banking
Co., 97 Ky. 154.)
Judgment affirmed.

LOST NOTE—WHEN MAKER NOT DISCHARGED BY PAYMENT—
INDORSEMENT AS NOTICE.
Supreme Court of Michigan, May 29, 1903.
PAGE WOVEN WIRE FENCE CO. vs. POOL.

Where notice that a note has been lost is brought home to the maker, payment thereafter
will not extinguish liability, unless the person presenting the instrument is required be-
fore payment to establish title thereto.

While the indorsement ‘‘ pay to the order of any bank or banker for collection,’ is a cir-
cumstance tending to show want of care in making payment to some person not
answering such description, it is not conclusive, for notwithstanding such indorsement
the payee would have the right to demand and receive payment.

This was an action to recover of the maker of a promissory note. The
defendant produced the note upon the trial and claimed that she had paid
the amount thereof to a person who had presented the same for payment.
The plaintiff claimed to have given the defendant notice that the note had
been lost.

MONTGOMERY, J. (omitting part of the opinion) : It is stated in the text
books as elementary law that where notice that an instrument has been lost
or stolen has been brought home to the maker, payment thereafter made will
not extinguish liability, unless the party presenting the instrument is re-
quired, before payment, to establish title thereto. (Daniel on Negotiable
Instruments, Sec. 1461 ; Byles on Bills and Notes, Sec. 378; Parsons on Bills
and Notes, p. 256. See, also, Hinckley vs. Railroad Company, 129 Mass. 52,
37 Am. Rep, 297, which is a very instractive case, and the whole subject is
discussed; Bainbridge vs. City of Louisville, 83 Ky. 285, 4 Am. 8t. Rep. 153.)
We are unable to see any good reason for denying the equity of this rule.

Where one of the two innocent parties must suffer, the law casts the bur-
den upon him who is guilty of a want of dilligence or care. And in case of a
lost instrument it is difficult to see what more the owner of the bill may do
than to bring home notice to the maker of the fact of such loss, thus bring-
ing to his knowledge that the instrument is likely to be presented by one not
entitled to receive payment thereon. If, with such information, no duty of
care is cast upon the maker, and nothing short of absolute /nala fldes will inval-
idate a payment made, the law affords little protection to the payee; and
most emphatically is this so if, when knowledge of the loss is brought home
to the maker, the bare possession of the note is sufficient to render recovery
imnpossible, for such is the effect of declaring that actual mala fldes must be
shown. In the present case it is true that no notice was received by the
maker of the loss of his instrument, prior to the payment, direct from the
payee of the note, but she had this notice.
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Notice was sent her of the fact that the note had been mailed to the bank,
and that the Cashier of the bank had informed her that the note had not
been received at the bank, and that it probably was lost in transit; and when
the note was presented to her for payment it had the indorsement on the
back, ‘‘ Pay to the order of any bank or banker for collection and remittance
to Page Woven Wire Fence Company.”

‘Was this sufficient notice that the note had been lost ? We think it was.
The defendant had notice of every fact which, if true, showed the loss, to
wit, the mailing of the note to the bank, the failure of the bank to receive it,
and, furthermore, the statement of the Cashier of the bank to her that he
thought the note was lost, and a request by him for payment without the pro-
duction of the note.

The defendant, therefore, occupies the position of one paying a note to
one not authorized to receive it, having notice of its loss, and, so far as the
record discloses, without any inquiry or investigation as to the title of the
holder.

It is claimed that the indorsement of the note to a bank for collection
was a restrictive indorsement, and that for this reason the defendant was not
justified in making payment to this alleged agent of the plaintiff. We do not
accept this view of the plaintiff. While the indorsement was a circumstance
showing want of care on the partof the defendant, it is by no means conclu-
sive, for it cannot be doubted that the payee of the note, notwithstanding
that it bore the indorsement in question, would have the right to demand
and receive payment. The record fails to disclose what care the defendant
exercised in making payment to the holder, and, upon this record, we think
it was error to instruct a verdict for the defendant.

Judgment will be reversed, and a new trial ordered.

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

BANKS AND BANKING—CHECK—LIFE INSURANCE—FRAUD OF AGENT—
PAYMENT BY BANK—RIGHT OF COMPANY TO RECOVER AMOUNTS PAID.

THE LONDON LIFE INSURANCE CO. va. THE MOLSONS BANK (5 Ontario Law
Reports, p. 407).

The facts of this case sufficiently appear in the following judgment of
Chief Justice Meredith.

JUDGMENT : The plaintiffs sue to recover from the defendants, who were
their bankers, moneys which were paid, as the plaintiffs allege, without their
authority, and improperly charged to their account, having been made upon
checks drawn by the plaintiffs on the defendants, payable to various persons
or their order, the indorsements of which by those persons were, asthe plain-
tiffs allege, not genuine, but forged. The defendants resist the plaintiffs’
claim on two grounds : (1) that in the circumstances under which they were
issued all the checks were payable to flctitious or non-existent persons within
the meaning of sub-section 3 of section 7 of the Bills of Exchange Act of 1890,
and were therefore payable to bearer ; (2) that if they are to be treated as
payable to the order of real payees, the defendants were justified under all
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the circumstances in paying them and debiting them to the plaintiffs’
account.

I will deal first with the second of these contentions, for if it is made out,
it will be unnecessary to consider the first.

There is no doubt upon the evidence that the proceeds of all the checks
came into the hands of a man named Niblock, who was the assistant super-
intendent of the plaintiff company, having his office at Ottawa, and were ap-
propriated by him to his own use by means of a system of fraud and forgery
on his part.

The checks were issued for the purpose of paying supposed claims of the
several persons in whose favor they were drawn, under policies of insurance
" made by the plaintiffs, and in the belief by the plaiotiffs that the persons
upon whose lives the policies had been granted had died ; but in fact none of
them had died, and there was no real claim by any of the beneficiaries
against the plaintiffs. In all of the cases, except five (those of Burns, Mc-
Kendry, Coghill, Miller and Little) the applications on which the policies
were issued were entirely fictitious, the names of the supposed applicants,
and of the supposed signers of the documents which accompanied then, be-
ing forged. In all of the cases the signatures to the proofs of loss were also
forged, as were the indorsements purporting to be those of the payees of the
checks. In the five cases of the genuine applications the policies had lapsed
before the dates when the lives were said to have dropped and the claims
were made.

The claim papers were in all the cases forwarded by Niblock from Ottawa
to the head office of the plaintiffs at London, and show on their face that
they were in part at least prepared by him.

With the exception of two (each for $1,000) all the insurances were in the
industrial branch, and for small sums. Niblock was appointed assistant su-
perintendent on August 23, 1892, and the earliest of these fraudulent claims
was received at the head office of the plaintiff company on the 25th of Feb-
ruary, 1896. He had under his agreement with his employers, which is in
writing, somewhat extensive powers ; but nothing is said in it as to any
connection he should have with the settlement and payment of claims un-
der policies issued in respect of the insurance effected through his office. It
was, however, the practice whenever a claim was sent in from his office,
after it had been passed, to send him a check for the amount of it, payable
to the claimant or supposed claimant, or his order. It was his duty to de-
liver the check to the person in whose favor it was drawn, and to obtain
from him a discharge of the claim under the policy in settlement of which it
was given. According to the evidence of the plaintiffs’ accountant, Niblock
sometimes paid a claim in money, and in such a case returned the check for
it to the plaintiffs. It was the practice of the plaintiffs not to notify the
claimants that the check had been sent in the case of an insurance in the
industrial branch, but to do so where the insurance was not in the branch.
Whether or not notices had been sent to the supposed claimants in the two
cases of insurance of the latter character, was not shown, but it is prob-
able from the testimony given at the trial that notice was not sent in those
cases.

Each of the checks is indorsed with the name of the payee of it ; all of
them except two (McKendry’s and Hale’s) are also indorsed by Niblock—his
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name following that of the payee ; of the checks thus indorsed three have
above the name of Niblock, the word ‘‘ witness.”

It was not shown to whom or how the moneys which were paid on the
checks were paid. All of the supposed claimants lived or were represented
to live at or in the vicinity of Ottawa, and the checks were all payable at
any branch bank of the defendants, an1 were paid through their Ottawa
branch.

The proper conclusion upon the testimony is, I think, that all the checks
were paid by the defendants in good faith and upon the representation of
Niblock, acting for the plaintiffs, that the persons to whom payment was
made were the persons named in the checks as payees of them. No distinction
in this respect ought to be made, as I think, between the checks upon which
Niblock’s name was indorsed and the two upon which it does not appear.
With regard to the former, there is the representation in writing by Niblock
that the name indorsed as that of the payee is the genuine signature of the
payee, for that I take to be the effect of his indorsement ; and as to the
latter, though there is not the same kind of representation, there was, I
think, equally a representation to the same effect, for the proper inference is
as to those that Niblock wrote the name of the payee, intending that the
defendants should accept and act upon them as their genuine signatures.

What was done as to these two checks was the same, I think, as if Niblock
in each case had gone to the defendants’ bank with some one whom he repre-
sented to be the payee, and had, upon that representation, induced the
officers of the bank to pay the checks as bearing the genuine indorsements of
the real payees.

Assuming this view to be correct, are the plaintiffs affected by what is
done by Niblock, so as to preclude them from disputing the right of the
defendants to pay the checks and charge the amount paid to the plaintiffs’
account? In my opinion they are. Niblock was the representative of the
plaintiffs at Ottawa, having the sole conduct and supervision at that point
of all the business done through his ofice. The checks were sent to him in
order that delivery of them to the person for whom they were intended
might be secured, and that proper discharges might be obtained from them
of the company’s liability on the policies in respect of which they were issued.
The plaintiffs knew, or ought to have known, that their bankers would in all
probability require the persons presenting the checks for payment to be
identified as the persons named as the payees of them, and that Niblock was
the most likely, or at least a likely person to be called upon to do that, and
as to most of the checks they had notice that Niblock was in fact certifying
to the bankers the genuineness of the indorsements. It was not shown that
the practice of Niblock so certifying was exceptional in these particular
cases ; and the fair inference is, I think, that he did this throughout the
period of his agency which, as I have said, began in the year 1892 ; but if
that inference ought not to be drawn from the testimony given at the trial, I
would give leave to the defendants to show what the fact is in that regard.

It would, as it seems to me, be a startling thing, at all events to business
men, if it were to be held that a banker paying the checks of his customer
under circumstances such as existed in this case should be bound to suffer
the loss occasioned by the fraud committed by the person whom the customer
had entrusted with the powers and duties which were entrusted to Niblock.
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I am not, I think, required to so decide, but am warranted in holding that
the loss must fall, where, in my opinion, in justice it ought to fall—upon
the plaintiffs.

Having reached this conclusion, it is unnecessary to consider the other-
wise important and also very difficult question raised, as to the payees of the
checks being fictitious or non-existent persons within the meaning of sub-
section 3 of section 7 of the Bills of Exchange Act, 1890.

The action is dismissed, with costs.

PROMISSORY NOTE—STATUTE OF LIMITATIONS—ACKNOWLEDGMENT OF
DEBT—SPECIAL PROMISE TO PAY.
LANGRISH v8. WATTS (1903, One King's Bench Division p. 639).

Where, in an action commenced in 1902 upon a promissory note given by the defendant to-
the plaintiff in 1881, payable on demand, it was proved that the defendant had in 1901
written a letter, in which, after asserting that there had been certain payments by him.
on account of the note, he used expressions importing that he was willing that an ac-
account should be taken between himself and the plaintiff, and that he would pay what
was thereupon found to be due, and it was found on the trial that no payments had
been made on account of the note.

Held, afirming the judgment of Bruce, J., that the letter afforded sufficient evidence of a
new promise to 1ake the case out of the statute of limitations.

STATEMENT OF FAcTs: This was an appeal against the Judgment of Bruce,
J., in an action tried by hiin without a jury.

The action which was commenced in April, 1902, was on a promissory note-
given by the defendant to the plaintiff on December 9, 1881, payable on de-
mand. The defendant pleaded paywment as to a portion of the money claimed,.
and also that the note was outlawed under the statute of limitations. The
trial judge found that there was not sufficient evidence of any payments by
the defendant on account of the note. That finding was not questioned on
the appeal, and the only other question was whether the letters written by
the defendant amounted to a sufficient acknowledgment of the debt, or fresh.
special promise to pay the amount, to take the case out of the statute of lim-
itations.

Between June 27, 1901, and November 23, 1901, the defendant wrote sev-
eral letters, and the plaintiff held that these letters were an answer to the plea
that the note was outlawed inasmuch as they amounted to a special promise-
in writing to pay what was found due on the note.

The defendant was entitled to certain inoneys out of an estate of a deceased
relative. In a letter of July 10, he claimed to have made certain payments
on account and proceeded: ‘‘ How is it Uncle did not credit me with it, I can-
not think; but if he hunts up his old bank books he will be able to trace up
the amounts, and I feel sure he will be satisfied that I am correct. Just at
present I cannot lay my hand upon my bank book of that date or would be
more poeitive on the subject. At present I have no woney on hand but as.
soon as there is another division I will send Uncle some.”

It was admitted that after the date of this letter and before this action
was commenced there had been another division of the moneys of the estate-
in which the defendant was interested. .

Bruce, J., was of the opinion that the letters did not amount to an acknowl-
edgment that the face amount of the note was due, but he held that they
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amounted to a conditional promise to pay what upon an account being taken
might be found to be due from the defendant to the plaintiff; and that, the
condition having been fulfilled, the plaintiff was entitled to recover uponthat
promise notwithstanding the statute of limitations.

JUDGMENT (VAUGHAN, WILLIAMS, STIRLING and MATHEW, L. JJ.): We
entirely agree with the decision of Bruce, J., that there was not upon the
correspondence in this case any acknowledgment of such a nature as to give
rise in law to an implied promise by the defendant to pay the full amount of
the original debt. We have been referred on that point to the case of Buck-
master vs. Russell (10 C. B. N. 8. p. 745), which in my judgment was rightly
decided. Two points were decided in that case: One was that there was not
in that case any sufficient acknowledgment of the debt; and the other was
that, where there is a fresh promise which is conditional, the plaintiff can
only sue on that promise, if the condition was fulfilled, and, even where that
is the case the plaintiff cannot recover anything on the fresh promise beyond
that which the promise itself imports.

As regards the question of special promise, the court held that, as the
debtor’s offer to pay by installments, which was made subject to the creditor’s
approbation of it, was not accepted, and did not meet with the approbation
of the creditors, the action could not be maintained on the footing of there
being such a promise; and, that being so, the only other question was whether
there was sufficient acknowledgment of the debt as distinguished from a fresh
special promice. With regard to that question, there was not in that case any
absolute denial by the defendant that the sum claimed was due, or that any
sum was due. He said in his letter that he had no wish to deny any just
debt, but he could not get rid of the notion that the account was settled in
1851. It was held that the letter did not amount to a sufficient acknowledg-
ment to take the case out of the statute. Similarly, in the present case, as
regards the question whether the correspondence constitutes an acknowledg-
ment of the debt, I agree with Bruce, J., that, without straining the lan-
guage, it is impossible to find in the letters any acknowledgment of indebted-
ness to the full face amount of the note.

But the learned Judge proceeded to deal with the case from another
point of view. He was of opinion that the effect of the correspondence was
that there was an invitation by the defendant to the plaintiff to have the ac-
count gone into between them, and a promise by the defendant to pay what,
on that being done, might prove to be the amount due from him. That is
an invitation which a man may give, and a promise which he may make,
although he may previously in the correspondence have denied his indebted-
ness to the amount claimed, and have suggested that certain specific pay-
ments have been made by him on account of the original debt. The effect
of the correspondence as a whole may, notwithstanding those statements, be
that he makes a fresh promise, if an account be taken, to pay what is found
to be due from him on that account. This case appears to me to be on the
border line, but I am not prepared to say that the construction so put by
Bruce, J., upon the defendant’s letters was wrong. The cases of Prance vs.
Sympson, Sidwell vs. Mason and Skeet vs. Lindsay are ample authority to
show that such a promise, that is to say, a promise to pay the balance which
.may be ascertained to be due in respect of the original debt upon an account
being taken, is a sufficient promise to take a case out of the statute of limi-
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tations. Looking at the common law cases on the subject, apart from any
question of a claim in equity to an account, they appear to show that, where
a defendant in effect has said that he does not think that he owes so much as
is claimed, but, if vouchers are furnished, he will pay whatever is due, that
is an acknowledgment of a debt subject to the business operation of ascer-
taining the amount being gone through. That operation was in this case
gone through at the trial, and Bruce, J., arrived at the conclusion that the
full amount of the note and interest wasstill due. Under these circumstances
I think the appeal must be dismissed.

REPLIES TO LAW AND BANKING QUESTIONS.

Questions in banking law—submitted by subscribers—which may be of suflicient general interest
to warrant publication will be answered in this department.

A reasonable charge is made for 8pecial Replies asked for by correspondents—to be sent promptly
by mail.

COLLATERAL NOTES—APPLYING PROCEEDS TO PAYMENT OF PRINCIPAL NOTE.
Editor Bankers' Magazine : . BOTTINEAU, N. D., June 24, 1903,

81R: Will you kindly inform me what you hold to be the law in the matter of applying
proceeds of collateral notes to the payment of the principal note. Is it optional with the
bank, in the absence of any express agreement, whether it applies the proceeds of collateral
paper at the time of itscollection, or can it hold such proceeds until maturity or after matu-
turity until there is a sufficient amount collected to pay the principal note with interest in
full. For instance, our bank takes a principal note of $1,000 from A, and there are sundry
notes, aggregating $1,500, deposited as collateral thereto. Several of the collateral notes are
collected prior to the maturity of the principal note, but not enough to pay the principal
note in full at maturity, and the maker makes no payment thereon at maturity or at any
other time. Is our bank required to apply these collections on the principal note; (1) at the
time they are severally received, or (2) at the maturity of the principal note, or (8) can it
hold the proceeds of the collateral until there is sufficient collected to take up the principal
note with interest ? In other words, is a bank required to accept partial payments in the
absence of an agreement therefor? Aleo, do you hold that we can charge the customary
collection charges on the collateral paper the same as on other paper left with the bank for
collection. F. W. CATHRO.

Answer.—The bank is not bound, nor has it the right, to apply the pro-
ceeds of collaterals to the payment of the note which they are intended to
secare until such note has matured; for until then nothing is due on such
note. After maturity, the bank has the option to apply the proceeds of the
collaterals, as they are collected, or it may defer such application until the
amount of such collections is suficient to pay the note in full. We see no
reason why the bank may not make the usual collection charge on paper de-
posited as collateral.

PROTEST OF CHECKS BY BANK OFFICER.

FEditor Bankers’ Magazine : LAKE CiTY. ARK., May 27, 1903,
S81R: Can the Cashier of a bank, who is a notary public, protest check drawn on his bank v

Can he protest drafts and notes sent to his bank for collection and remittance, on which pay-

ment is refused ? CASHIER.

Answer.—It has been held that a notary who is an officer of a bank may
legally protest paper belonging to the bank (Nelson vs. First Nat. Bank, 69
Fed. Rep. 798 ; 29 U. 8. App. 554), and this even though he is a stock-
holder in the bank (Moreland’s Assignee vs. Citizens’ Savings Bank [Ky.]), 30
8. W. Rep. 19). And it has further been held that a Cashier who is a notary
may protest his own note, which has been discounted by the bank (Dykman
vs. Northridge, 1 App. Div. [N. Y.] 26). We see no reason, therefore, why
he may not protest a check drawn on his bank.



*THE PRACTICAL WORK OF A BANK.

INCREASING THE NET EARNINGS.

IV.
I.—PRUDENT AND ECONOMICAL MANAGEMENT.

Banking has experienced in the last forty or fifty years development and progress
equal at least to that of any other line of business, and though the private banker is
still considerably in evidence, the bulk of his important transactions has devolved on
chartered banks, existing with varying restrictions and privileges under State and
national laws. The tendency to incorporate is constantly spreading so that not only
cities of importance, but equally so towns bordering on the wilderness, have char-
tered banks, affording the facilities which are so necessary to the proper administra-
tion of industry.

But with this same tendency of appealing to the confldence of the public by
inviting supervision by authorities existing for that purpose, come features that
ordinarily are overlooked, but in substance are the very staff of life of chartered
banks.

The private banker was responsible at most to a partner for the proper care of
funds invested. A dollar expended was virtually a dollar out of his own purse, a dol-
lar gained was his and at his disposal. But the million-dollar capital bank of to-day
makes gains and losses not for one or two individuals, but for a vast number of
investors who look to it for returns, most of whom probably would be entire
strangers to the institution if their names were not on record as stockholders. Their
interests are looked after by a fractional portion of their body, the officials of the
bank, and while the law enables a general supervision over these, they in person bear
the responsibility for progress or loss of prestige.

Bank managers should not overlook these conditions. Because a loss will affect
them indirectly only, namely in proportion to the amount of shares held by them
personally, which may be very small, it must nevertheless be avoided as if it were
to be theirs individually, Likewise there must be no hesitation in taking advantage
of every opportunity for furthering the welfare of the bank, though it may mean
annoyance and interference with private affairs. If in such contingencies the Presi-
dent or Cashier were absolute owner of the institution he is serving, he would not
pause but would at once do that which promised profit. Because he acts in merely
a representative capacity and the prospective gain would perhaps mean but little to-
him, he should not avoid what is his plain duty.

The proper economical administration of a bank, then, depends principally upon
the idea the management has of its responsibilities. Every dollar must be earned
before it is spent, and the aim should be, of course, to keep the receipts as far in
advance of the disbursements as possible. In every bank, large or small, the man-
ager can do this to better advantage and can keep stricter supervision over the funds.
as they come and go by not shirking a little bookkeeping. As a matter of course,
the general balance book, the dividend, the expense and profit and loss accounts,

* A series of articles to be published in competition for prizes aggregating $1,060, offered
by THE BANKERS' MAGAZINE. Publication of these articles was begun in the July, 1901,
number, page 18.
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will always be open to him. Be they, however, condensed as much as possible,
they cannot be as instructive as a simple little form which can be kept handy and
will show at a glance whence the money comes and where it goes, and what relation
toward one another the different items assume.
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These figures accurately reflect existing conditions, and transactions must be
carried out according to their tenor. If, however, it is & question of granting loans,
extending a privilege or incurring expense, no decision should bear the taint of
avarice, for the difference between conservatism and closeness is a great one.

Among the various items of expenditure the salary list is an important one. Labor-
saving devices have made but few inroads in bank work. The efforts of brains can-
not be produced by machinery, the reason of their high level in industry. And this
again is a reason why they should not be underrated, but rewarded according to
their merit. A good man in his position is never overpaid and it would be but
crippling the service to begrudge him the just due of his ability, which most cer-
tainly will only then be exercised to its full extent when properly appreciated.

The clerical force, from the lowest to the highest position in the bank, should be
selected with an eye toward securing the best possible service under all circum-
stances. As the volume of work constantly fluctuates, so must the employees be
able to master it at all times, and not only master it, but master it well, even when
the stress of business is most severe. Useless clerks can easily be avoided by a
proper division of the work, and the manager can facilitate his work of superintend-
ing by keeping a record of the general deportment of those under him. This need
not call for a system of espionage, in fact should not, but a memorandum now and
then may frequently ease the so often perpiexing task of making promotions. At
times it will pay a bank to pension an employee and engage a more efficient man
instead rather than retain worn material and poor service. Such cases are merely
drawbacks to the esprit de corps and ought to be eliminated.

Stationery is also an item of considerable expense. While it should be well
adapted to the needs of the institution and always appropriate and attractive in
appearance, it must not be a cause of useless waste of money. It is a good plan
to keep a regular stationery stock-book showing date of each order, quantity, price

5
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and by whom furnished. Among the advantages of this is the record showing how
long a certain supply lasted and in this way particularly unnecessary leakage in the
expense account can more easily be stopped.
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The necessity of neatness applies not only to the stationery, but to the counting-
rooms and everything connected with them as well. Rather sacrifice a few dollars
than the good opinion of your dealers and the public.

1I.—PREVENTING UsELESS EXPENDITURE OF TIME AND MONEY.

A good system generally, with the proper apportionment of work, will do a great
deal in this direction. As the saying has it, ‘‘ time i money.” 8o will time lost be
measured in dollars and dollars lost be measured by the time required to earn them.
Heads of departments must be taught to avoid all unprofitable transactions and
should make it a point to enquire into the nature of matters that come uander their
observation. No doubt many things are daily done in banks that represent a direct
loss, repeated over and over simply because the propriety of investigation has
occurred to no one. Such drains on the earnings can be stopped by the use of a
little judgment.

Take the case of that class of customers who do a straggling infinitesimal busi-
ness. While every little counts, this holds true only of that small account whose
balance retains a regular character and which does not require services that would
be justifiable for business done on a large scale. The collection of notes, probably
universally done without charge, should not exceed in bulk what the size of the
account would warrant. Fortunately enough, clearing-house rules have been for-
mulated in a great many cities, providing for charges on out-of-town collections.
This does away with what at one time was a source of considerable loss to the banks.

Customers who make it a point to overdraw should be expelled at an early stage
of their filibustering operations. In short, wherever leakage of time or money exists
(and, as mentioned, it may require search to establish the fact), stop it at once. An
hour here and a dollar there sum up a considerable amount in course of time—and
every little counts.

Advertising and subscriptions of various kinds also may be considered under this
heading ; neither of the two should be overdone. It is policy, though, these days,
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to keep before the public at all times, and judicious advertising is indispensable to
success. Where and when to use this costly medium with some assurance of retuens
is a question often quite perplexing. Here, too, money is frequently squandered.

Banks are ‘‘ easy marks” not only for the assessor, but also for the suave gen-
tleman and irresistible lady with the subscription list. While deserving charity
ought not be overlooked, impudent solicitation should be promptly suppressed.

In the foregoing is found what bears indirectly only on the earnings of a bank,
and next to consider are the important items that reflect directly on the profit and
lossaccount. Interestand exchange here occupy foremost places. Adjusting these
to the market rates and constantly watching the possibilities of gaining advantages,
are probably the first duties of the President or Cashier. Banks usually carry a
considerable line of call loans, made at varying rates. These should of necessity be
the first to respond to whatever pressure may be brought to bear on the money
market. Time paper will not be influenced so quickly, but under particular stress
ought to carry its share of the burden. The problem of paying interest, and what
rate, on time deposits is a vexatious one, and unfortunately competition creates the
condition that for fear of losing business most banks retain the usual high rate, even
when at a loss for investments. Perhaps the correct solution would be a clearing-
house regulation akin to that governing collection charges.

To keep the reserve in such shape that every available dollar is active, although
it be only in earning two per cent. in an out-of-town balance ; to note the rate of
earning on the loans and the cost of deposits (easily too high); in case of a National
bank to watch the circulation ; finally, to comprehend fully the relation between all
this in its entirety, are matters that keep the bank manager of to-day constantly on
the alert for fresh developments. Throughout let him remember that time is money,
and oice versa.

III.—INCREASING THE BANK'S CUSTOMERS.

Securing and retaining a desirable class of customers is the banker’s natural ambi-
tion. The task is never an easy one, requiring a way of meeting a varled lot of
individuals each on his own plane. Tact, courtesy, a temper always under control,
quick judgment—are here essential. In the effort of increasing the bank’s custo-
mers those already on the books must not be neglected. It is always better policy
to devote time to looking after their wants and possible complaints, rather than
spend it in different ways. The good-will of established connections should pri-
marily be courted. This granted, each of these will at the opportune moment
return favors and much good results when this relation of friendship is once a mat-
ter of fact. Not to be overlooked is the chance employees may find for increasing
the bank’s business, provided a sufficient interest is taken in current affairs.

Various publications, daily, weekly and monthly, should be scanned for the many
aanouncements they always contain. New corporations, election of directors, change
in officers and cases in trusteeship and the like may bring out the name of an
acquaintance close enough to turn some deal in the desired direction.

Banks should be represented in the most prominent business and social organiza-
tions of their locality. Whenever feasible, the officers should seek to form new
acquaintances, at home as well as abroad, and the up-to-date institution will see that
it is in evidence at important conventions, etc. A certain influential standing in the
community is not only desirable, but quite necessary, a fact generally verified in
the popular conception of a banker.

As a rule the board of directors will portray the general character of the estab-
lishment, hence to make progress, progressive men should be called upon to serve.
Thelr private interests should be identified with that of the bank and a willingness

to make occasional sacrifices be evident. The number of directors is of importance,
.
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inasmuch as a larger field can be covered with a larger number, and it is a matter of
course that each will use bis best efforts to gather up all possible business in his
sphere for the benefit of the bank. This ought to hold true of stockholders as well,
though naturally those of a speculative turn of mind cannot be expected to do much
in that direction.

IV.—WaAYs IN WHICH BUSINESS MAY BE PROFITABLY EXTENDED.

‘When considering a new proposition, it is well first of all to judge whether profit
or loss is apt to ensue. Latter-day keenness in competition often induces banks to
accept business that not only is unprofitable, but decidedly detrimental. In just
such questions the acute manager will assert himself ; it is here that sound judgment.
will be brought into play. Financing schemes of various kinds may pay, but care
must be taken not to tie up funds where in case of a sudden call they would be inac-
cessible. Tiding merchants and corporations over temporary difficulties is a task
frequently thrust upon banks, occasionally perhaps voluntarily assumed ; if prop-
erly approached, the result will usually produce mutual benefit and profit. How-
ever, this is a tortuous channel to navigate and the steering here should invariably
be done by the bank.

United States, State and municipal deposits to many institutions are desirable
prizes, and a portion of the profit therefrom is found in the confidence the possession
of such creates in the mind of the public. But they should never be accepted for
this reason alone, the problem of dollars and per cent. being the superior one. Bids
for business of this kind usually are the outgrowth of certain policies on the pars
of the directors, ordinarily governed by individual features characteristic of the bank.

Extensive safe-deposit arrangements are comparatively new with the majority
of banks, but where they can be established without fear of too much competition,
their introduction is undoubtedly a wise step. As it calls for a considerable invest
ment, however, calculations must show plainly that reasonable returns will be forth-
coming. It must be remembered here as in every other department that banks
operate for a profit above all other considerations, and to do things merely for per-
sonal gratification is beyond their sphere. The prime idea is to make both ends meet.
in such a way that they overlap each other—the more the better. = MaAXx JUDGE.

Modern Banking Methods.
A NEW BOOK ON PRACTICAL BANKING AND BANK BOOKKEEPING.

The undersigned have just published a new work, entitled MODERN BANKING METHODS,
by Mr. A. R. Barrett, an experienced banker and expert bank accountant and examiner,

This book describes in a plain and concise way all the various steps to lze taken in organ-
izing and operating banks, giving over 200 illustrations of books, records and forms used in
conducting city and country banks in accordance with the most progressive methods. These
various forms are fllled up g0 as to represent actual transactions, thus clearly explaining
their use.

MoDERN BANKING METHODS will be found of great practical value to those organizing
new banks and to all bankers who wish to simplify and improve their system of bank book-
keeping 8o as to assure the best results,

The different departments of the bank are treated of separutely, and the books and forms
used in each fully explained. Numerous practical suggestions are offered—the fruits of a
long banking experience—for transacting the business of each department in a way to secure
efficiency, speed and accuracy.

The price of MODERN BANKING METHODS is $4 per copy.

THE BANKERS PUBLISHING CO., PUBLISHERS,
87 Maiden Lane, New York.



THE BEGINNINGS OF THE BANK OF ENGLAND.

The Baok of England was born of two revolutions—one of them political, the
other economic. After a century and a half of strife and dissension over questions
of church and State, the nation had finally made up its mind to adopt that form of
polity which was generally identified with Protestantism. James II., the last Stuart
and Roman Catholic king, had fled beyond the sea, and the Calvinistic Prince of
Orange, William III., was settling himself, though with some difficulty, on the
uneasy English throne. Meanwhile, an economic revolution, less noticeable, per-
haps, but not less important, was already aisplacing the crude industrial contriv.
ances of an earlier age. England, at the close of the seventeenth century, found
herself undeniably prosperous, and this in spite of a hundred years of political
overturnings. For whatever faction might be uppermost, Papist or Protestant,
round-head or cavalier, English trade had prospered. Alike under the dissolute
Charles, the iron-handed Oliver, or the parsimonious James, Englishmen had made
money, and the revenues of the kingdom had steadily increased. To meet these
new counditions, the primitive machinery of finance as it then existed was found to
be ludicrously inadequate.

The goldsmiths, fora time, were the principal bankers. With their conveniences
for storing plate and jewels, they naturally soon began to receive gold and silver
coin on deposit, and just as naturally drafts were drawn against these deposits and
readily passed from hand to hand.

But even this primitive system had its opponents. The goldsmiths and their
new-fangled ways of getting rich were regarded with an evil eye by royal cavaliers
and tory squires, and the more conservative merchants still preferred to keep their
sovereigns and shillings in their own strong boxes at home. 8ir Dudley North,
returning to England in 1680, was furious at the goldsmiths, who followed him
around the Royal Exchange in their obsequious persistence to serve him. When
asked where he kept his money, he replied in great heat, ‘‘ Where should I keep it
but in my own house !”

But other and greater shocks were in store for the old fogies who regarded as
dangerous innovations the methods of these banker-goldsmiths. For while private
traders could perhaps have made shift for a while longer, the position of the Gov-
ernment was every day becoming more intolerable. With the most imperfect ma-
chinery for conducting its flscal operations, its revenues delayed or unavailable, the
administration was in the position of a great proprietor, who owns everything in
sight, and yet is compelled to borrow five pounds from his footman or ten shillings
from his valet to meet the running expenses of his establishment.

The City of London was familiar with the spectacle of a procession of cabinet
ministers walking up and down Cornhill or Cheapside, hat in hand, to borrow fifty
thousand from this wealthy draper and a hundred thousand from that well-to-do
ironmonger, in order to close up some sudden gap in the national exchequer. Nor,
indeed, was this all, or even the worst. A greatswarm of usurers and money-lenders
had gathered about the court. Patriotic gentlemen these, who were always ready
to come to their country’s relief at rates varying from fifteen to fifty per cent. And
when, as was frequently the case, the crown jewels or royal dinner service had to
be placed in pawn, royalty found themselves compelled to pay about four times as
much for their accommodations as did their own most loyal subjects.
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Naturally enough, when the scheme of a national bank was proposed, money-
lenders and goldsmiths joined with the tories in predicting its speedy ruin and the
ruin of the ungrateful country which refused to be helped at the rate of forty per
cent. Upon the bill receiving the royal signature, the pawnbrokers and shylocks
set up a howl of rage. Some proclaimed that the throne was in danger; for, they
argued, banks and kings had never existed together. There were banks in the
Republics of Vebice, of Genoa and Amsterdam, but who ever heard of a Bank of
France or a Bank of Spain, : .

Historically, at least, these obstructionists had the right of it, for banks, in prin-
ciple, are republican institutions, representing, as they do, the wealth of the many
rather than of the few, the common-wealth as opposed to the individual hoard. They
are the expression, in concrete form, of the spirit of mutuality and confidence.

From the very outset did England’s great bank prove a more stable foundation
for England’s finances than the good-will of her nobles or merchant princes.

But all this is much plainer to-day than it was in 1691, when William Paterson
put forth his scheme for a national bank. Little is known of the early history of this
strange man, excepting that he soon abandoned his youthful profession of the min-
istry and gave himself over to a life of wandering and adventure. He visited the
‘West Indies and there became either a missionary or a pirate according as friend or
enemy told the story. Visionary and enthusiast that he was, somewhere in his rov-
ing existence he had acquired a perfect knowledge of accounts, and his plan for a
national bank, taken up and fathered by the foremost whig politicians of the day,
was carried to a successful conclusion, while Paterson himself appears only as a
director the first year.

He is heard of again, four years after the establishment of the bank, heading the
famous Darien expedition. With fourteen hundred infatuated followers, Paterson
set sail for the American {sthmus with the idea of founding a new East India Com-
pany and an ideal community as well. The rainbow visions of the projectors were
soon cruelly dispelled. Disease, the climate, the savages and the Spaniards rapidly
thinned their ranks, and only a handful of hollow-cheeked, fever-stricken wretches
returned to tell the tale of sufferings which have become historic.

Many who had profited by Paterson’s schemes now found it convenient to ignore
the broken adventurer who lay dying in poverty, but the Bank of England is Pater-
son’s monument, although nowhere do we find his name inscribed upon it.

The new Government was in rather desperate straits. William, as the soul and
brain of the great European coalition which was successfully opposing the preten-
sions of the ‘‘ Grande Monarque” Louis XIV., was anxious to join his army in Hol-
land. That army was suffering for many necessaries, and for all the willingness of
Parliament and people, and the laying of new taxes, the estimates for 1694 were still
a million short. Any number of projects and projectors were astir. A lottery was
proposed, and one Neale, a professional gambler about the court, was named as a
it person to superintend it. A scheme for a Land Bank was brought forward by
which the wealth of all landowners was to be doubled, a ten-pound note or credit to
be issued against every ten pounds’ worth of real estate. This project was won-
drously popular for & time ; indeed, the Land Bank threatened to become a serious
rival to the Bank of England, and subscription books were opened with a great
flourish of trumpets. But, as is often the case, it soon developed that the most en-
thusiastic advocates of the Land Bank were those who bad neither land to lose nor
money to invest.

Then Paterson’s half-forgotten project was thought of and taken up by Charles
Montague, a powerful cabinet minister, seconded by Michael Godfrey, one of the
most prominent merchants of London.

After much discussion and opposition, the plan took definite shape as follows:



THE BEGINNINGS OF THE BANK OF ENGLAND. n

The sum of £1,200,000 was to be advanced for the public service ; the subscribers
to this loan were to receive eight per cent. (a small rate for those days), £4,000, a
year for expenses of management—in all £100,000—and were incorporated into a
soclety denominated ‘‘ The Governor and Company of the Bank of England.”

The act of Parliament by which the ‘‘ Tonnage Bank,” as it was sarcastically
called, was established, is entitled :

‘‘ An act for granting to their majesties (William and Mary) several duties upon
the tonnage of ships and vessels, and upon beer, ale and other liquors for securing cer-
tain recompenses and advantages in the said act mentioned, to such persons as shall
voluntarily advance the sum of £1,500,000 towards carrying on the war with
France.”

To prevent this loan from being absorbed by the money kings of that day, £10,-
000 was the limit of the first subscription for any onme person, and not more than
£20,000 altogether. In spite of the walls and howls of money-lenders and gold-
smiths and the dismal prophecies of conservatives who, because people de-
clined to keep their sovereigns and shillings in clumsy iron boxes and behind
secret panels, the country, perforce, must be going to the dogs, the whole subscrip-
tion to this most popular of loans was fllled in ten days, and the charter for the bank
to commence business was issued July 27, 1694.

The heginning of the Bank of England was the beginning of a new era in Eng-
land’s finances. There were no more humiliating pilgrimages to the city in order
to beg a few thousands to keep the Government afloat. Loyal noblemen were no
longer called upon to cut down their ancestral forests or throw their family plate
into the melting-pot to fit out armies and fleets for a distressed king. The day when
royalty was compelled to borrow money at pawnbroker’s rates was done.

Like its great predecessors of Genoa, Venice and Amsterdam, the Bank of Eog-
land was founded on a loan to the Government. Its first subscription was handed
over to the Exchequer, and to-day all of its present capital of some £14,000,000 is
invested in the same manner. Bound thusto the Government by the strongest of all
ties, self-interest, the bank has also remained true to the political interests which
brought it into being. As the Church of England has always been the natural con-
servator of tradition, and the chief exponent of the old cavalier and landed interests,
so the Bank of England is the main bulwark of her great commercial and manufac-
turing interests.

Buttressed by church and bank, by treasures spiritual and treasures material,
what wonder if Great Britain complacently sends her soldiers and her ships, her
guns and her goods, to the four quarters of the globe, confident of winning every
victory whether of war or peace. JessE C. Jov.

New York State Banks.—Report of condition at the close of business on Saturday,
May 23, 1903,

RESOURCES. LIABILITIES.
Lo-ns and diseounm. less due $218,642,065 Capital ...ovvevniniiiaeenennennens $27,945,700
mb‘“ty of dilm‘t:(‘);"!‘a’i’&l’é’k‘e’l;. e:m:”l Surplus fund .........ceceeevnnens 20,930,361
Overd h:)u ..................... = 207,828 | Undivided profits................ 10,840,408
trust companies, Due depositors on demand...... 244,710,838
bane‘k:.“b:nken and brokers., ﬁ"g}sﬂg Due to trust companies, banks,
Mortgages owned . bankers and brokers............ 31,898.670
swcn and bonds. . 23‘7”{32 Due savings banks 14,072,509
. logal ;;,;;é'e',;'f.,',;,"c',;c';,',;t; 04, Due the Treasurer of the State
i ?otes of National banks.. 15,517.% Of New YOrK......ccocvvuevennens 1,271,464
teMS. ... viirereenreinnianns 12,277, Amount not included under any
the .g::éwe{?g??r mf?_?f 608,402 of the above heads.............. 367,401
Add for cents.......cceeeuveieenens 598 | Add forcents.............ceeennn 808




GROWTH OF THE SAVINGS BANKS.

The table presented below is taken from the annual report of the Comptroller of
the Currency for 1802. It shows that the deposits in the Savings banks are equal to
more than two-thirds of the individual deposits of the National banks of the United
States. This is a remarkable showing for the Savings banks, particularly when it
is remembered that $2,800,000,000 of the Savings banks deposits out of a total of
$2,750,000,000 is found in the New England and Eastern States alone.

NuMBER OF SaviNGs DEPOSITORS, AGGREGATE SAVINGS DEPOSITS, aAND AVERAGE

ANOUNT DUE TO DEPOSITORS IN SAVINGS BANKS IN EACH STATE IN 1900-1901 axp
1901-1902.

1900-1901. 1901-1902.
States, etc. Number Average | Number Aven?
! of "d"fou!;:so’ toeach of ' Adn;oul}:sol to eac
depositors| 4UPOSILS.iqenositor.depositors.! POsits.  ljepositor.
’ |
Maine. .......... .ol 196,543 | 869,533,058 | £333.71 193,005 | $72,082, 604 £373.47
New Hampshire J o1 57,128.616 | 424.80 | 147,928 | 60,249, 862 407.29
Vermont......... . b 40,209, 059 26, 50 128,529 | 41,87, 497 826.68
Massachusetts. ceee J 1,8 540, 403, 647 352.05 | 1,595,640 | 560, 705, 752 351.84
Rhode Island . . 138, 884 72,330, 141 520, 80 138,366 « 71,900, 541 519.64
Connecticut... .......cooueenes ., 183, 781, 942 447.88 425,588 - 193, 248,909 4. 07
79.52 | 2,627,056 1,000,175,255 | 360.72
New York...... 790 T 463.72°| 2,229,661 1,001,080,186 |  471.68
New Jersey .............. ..ol 211,278 63, 361, 489 299. 90 227,130 Y, 866, 709 307.60
Pennsylvania............ .. .l a356,418 | 113,748,461 319.14 396,577 i 120,441,275 303.47
Delaware . ... 28,307 5,511,495 236.47 187 1 265, 586 302. 26
Marvland .............. p 48, 64,367,767 348,52
District of Columbia ..... 555 120.55
Tota! Eastern States...... 3, 428,48
West Virginfa............ AT 4TB|T 363,264 . T _6%0,372 ( 146.16
North Carolina .. . 5 200. 85
South Carohna .. .......oooeed] 28,164 [ 5,785,792 | 249.78 | .coooiiifeennnnite ciiveennnnns
485, M
506 299.17
804 360.13
009 183.98
701 245.31
614 359, 46
072 362.02
California, total Pacific States.| @ X X 67. 703.5
Totul United States....... 6. 3 6,666,672 I'z.'i'ao'.ln‘,'z-é()‘ T a2

n Estimated.

b Partlally estimated, 55 banks, with 96,890,262 savings o eposits, reports 269,038 depositors.

«Savinzs deposits in State iustitutions having savings departments; abstract of reports included
with State banks.

Taking the latest figures as given above and comparing them with the statements

of the National banks for November 25, 1902, the following is shown:

National banks Savings hanks
STATES. individual deposits. deposits.

Maine..... RN . 824,828,703 $72,082,604
New Hampshire. 13,560,101 60,249,862
Vermont.......oovevvnenninn 12,427,008 41,987,407
Massachusetts................... 473, 560,705,752
Rhode Island............ 19,919,863 71,900,541
Connecticut........... 48,211,758 193,248,909
New York..... ......... 720,970,477 1.051,680,1868
New Jersey............ 87,852,682 866,709
Pennsylvaunia.......... 445,709,755 120,441,275
Delaware ............ . 7,382,878 .265.5586
Maryland............ 51,182,897 64,367,767
District of Columbia 21,038,515 1,800,555

TOBAL e eeeeeeees e eeeeeesennrnnneeeens $1,684,056,043 $2,309,115,383
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In all the New England States, and also in New York and Maryland, the depos-
its In the Savings banks greatly exceed the individual deposits in the National banks.

It is entirely foreign to the purpose of this inquiry to institute any comparison
between the two classes of institutions that would in any wise reflect on the National
banks. Both the latter and the State banks as well are necessary to the industrial
and commercial prosperity of the country and are fulfilling functions outside the
scope of Savings banks, with which in fact they do not compete, except to some
extent in the matter of receiving deposits. But the above figures are an impressive
tribute to the soundness of the Savings banks and the care and ability with which
they are managed. Of course, in rendering the great services which they do to
commerce and industry, banks of discount must take risks from which Savings
banks are exempt. A commercial bank can not be hedged about by the restrictions
under which Savings banks operate. No doubt the superior safety of the latter
class of banks is an important factor in drawing to them such large deposits, and
would seem to justify a strong effort to bring all banks up to the highest possible
standard. Although it would not be feasible to assure the safety of commercial
banks in the same way as SBavings banks are safeguarded—by narrowly restricting
their investments—yet there is doubtless room for improvement without unduly
hampering the operations of the banks. Someone has lately said that all bank fail-
ures are due either to dishonesty or incompetency. While it may not be possible to
make all men either honest or capable, it may be possible to diminish the number of
the incompetent and dishonest who get into the banking business. Only a small
minority of banks ever fail, and by far the greater number are safe enough ; but the
comparatively few failures tend to cause distrust of all banks on the part of the
timid. If absolute safety could be assured all depositors, the amount of money put
into the banks would be greatly increased.

‘While safety and a fair dividend rate explain the remarkable growth of the Sav-
ings banks, there is another reason that should not be overlooked—the vast possibil-
ities in the aggregate of small sums of money. The $2,300,000,000 of Savings bank
deposits in the New England and Eastern States is divided among over 5,000,000
depositors, the average to the credit of each depositor being about $400.

No better illustration of the wonderful possibilities of the small depositor could
be found than is afforded by the Bowery Savings Bank, of New York city, whose
deposits reach a total of almost $88,000,000, divided among about 140,000 depositors.

The interests of the Savings banks of New York State are jealously guarded by
the New York Savings Banks Association, and an association has been formed
recently which will be auxiliary to the American Bankers’ Association and will
embrace Savings banks in all parts of the United States.

At present the activities of Savings banks are conflned chiefly to the Eastern and
Middle States, but there appears to be no good reason why the system should not
be gradually extended to other parts of the country.

The Savings banks are in many cases feeders of the commercial banks and are
rarely their rivals. Both classes of institutions render a service to the community
which neither could perform separately.

Since the resources of the Savings banks have reached such large proportions
they have naturally attracted attention from the taxing powers, and it is conceivable
that the charge will be brought forward that the laws have discriminated in their
favor. It will require constant watchfulness to defend these semi-eleemosynary
{nstitutions from envious or ignorant legislative assaults.

The growth of Savings banks in the United States is a subject worthy of the
careful study of every banker and financial student.
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THE SMALL BANKER.

Is the small banker a skinflint ? This inquiry is prompted by the following pas-
sage in a recent address by Mr. Horace White, the well known authority on flnan-
clal and banking matters. Mr. White was arguing in favor of the issue of an asset
currency by small banks, and to enforce his contention that they might be safely
intrusted with the issue of such a currency, he said: ¢‘The large banks are gener-
ally conducted on liberal and broad-gauge principles. The small ones are ususlly
in the charge of skinflints, and the skinflint policy, whatever else may be said of it,
is the one most conducive to solvency.”

It will be seen that Mr. White paid a tribute to the small bank, though he used
his left hand in bestowing it. But was he right in his assertion that the small banks
are usually in charge of skinflints ?

One does not need to turn to the dictionary to find that the etymology of the
word *‘ skinflint ” implies a disregard of the rights of property and of the feelings of
others. To ‘“skin” a man is not only to take his money or property, but also means
to take it dishonestly, to cheat. Of course, Mr. White did not intend to say that
the small bank is usually in charge of a cheat. What he meant was, obviously, that
the small bank {s usually in charge of men who are grasping and close-fisted and
look narrowly to what they consider their own interests. But even this view is
probably a mistaken one. The old-time country banker, perhaps, was frequently
of this type. His portrait was finely drawn in an address delivered before the
Indiana Bankers’ Association some years ago by Mr. W. T. Fenton, Vice-President
of the National Bank of the Republic, Chicago. Mr. Fenton made this picture all
the more striking by contrasting the skinflint sort of banker with the modern pro-
gressive banker. :

To be successful in the management of a bank to-day something more than the
qualifications of a mere money-lender are required. The small banks could not have
attained their present aggregate importance if they had been managed by skinflints.
Progressiveness is no longer confined to the large city bank, but the manager of a
a small country bank is quite often as liberal and broad-gauged as his larger brother
in the great city.

Mr. White, as the context of his address shows, was not reflecting on the small
banks, but on the contrary he was contending that they are on the whole apt to be
solvent ; but he attributed this tendéncy, in part at least, to what he called *‘ the
skinflint policy.”” But the solvency of the small bank probably rests upon a broader
foundation than this. The small banker of to-day is a man who knows thoroughly
the people with whom he deals ; he has lived for many years in the town where he
does business, and fully understands the business wants of the community. He is
alive to every opportunity for the profitable expansion of his line of deposits and
discounts, for if he failed to be, a progressive rival would step in and take these
profits from him. There are nearly ten thousand small banks in the country to-day
with resources mounting into billions of dollars. These institutions have promoted
the prosperity of the country to an extent that would have been impossible had they
been chiefly *‘in charge of skinflints.” Competition in banking is now so keen that
reasonable liberality is just as essential as in any other line of business, and this ap-
plies to the small bank as well as to the large.



MEXICO’S PROGRESS AND PROSPERITY.

Two striking examples of transition from ancient systems and feudal usages to
the broad pathway of progress, civilization and industrial advancement will attracs
the attention of the student of history of a future day. These instances of almost
magical transformation are furnished by countries widely separated geographically,
and strangely contrasting in the matter of racial characteristics and intellectua}
aspirations. It need scarcely be said that Japan and Mexico are the countries to
which reference is made. In the evolution of these two modern nations are to be
observed many things in common. Both emerged from the vortex of revolution and
anarchy, and at about the same time. The tyranny of the Shoguns had its coun-
terpart in the oppression of the Viceroys. The low condition of the laboring class
in Japan, who cultivated the land, was not radically different from that of the Mex-
ican peon who, dependent upon his patron, the wealthy kacendado, had neither hope
nor aim beyond the attainment of a meagre subsistence.

In both instances the time was ripe for a change, and the men qualified to lead
in making it were ready.

The Mikado was one, Porfirio Diaz the other. Japan in a remarkably short space
of time, with feverish haste, it may be said, has arisen from almost the lowest depth
of national insignificance to a position of power and dignity, abreast of the times in
all the varied spheres of activity, material and intellectual, which are expressed by
the terms progress and civilization. Less feverish in the race, but with a will equally
indomitable, the people of Mexico, guided by an enlighted but cautious executive,
are well advanced upon the same paths. '

In the case of Mexico, while great problems bave been solved, and remarkable
progress made in industrial development, in education, and in building up the
nation’s financial credit, much remains to be accomplished. The greatest obstacles

have been overcome, however. The people have learned the advantages born of
" peace and industry. The old conditions have gone for ever, Henceforward the
course is upward. No man who has a dollar invested in Mexico need fear for its
safety on the score of future political disquietude.

There may be only one Diaz, but the lessons which he has taught his grateful
compatriots cannot be unlearned. Mexico is indebted to President Diaz for a
quarter of a century of peace, during which time as pacificator and administrator
he has labored indefatigably and wisely for the best interests of his country. The
results may be briefly summed up, although the account of the people’s indebted-
ness to him is a long one. Political discord no longer racks the couutry. The ablest
men of all parties labor with a common purpose—the material and moral advance-
ment of the nation. Five hundred million dollars of United States capital have been
invested in raflways, mines, agricultural and industrial enterprises. The Republie
has been bisected with railways, and now stands at the head of all the other Latin-
American countries in the matter of mileage. The aggregate of the lines in opera-
tion, according to the President’s last message, was 17,758 kilometers. New lines
are constantly being built. The pation’s credit has been established upon a firm
basis ; its bonds are eagerly bought by investors. The coffers of the money-lenders
of the world open at the nod of the country’s able financial minister. Drainage
works and other sanitary improvements have becn carried out in several cities ; pro-
digious undertakings in the way of harbor betterments have been successfully
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brought to a close at important seaports, and inaugurated at others. The investment
of foreign capital in a thousand lines of industrial activity has been invited and made
secure. The cause of education has been carefully fostered. There is a schoolhouse
in almost every hamlet. The church retains the people's respect, but it no longer
wields political power. Cities have been modernized ; electrical lighting and sys-
tems of traction transportation exist in all the larger municipalities. Improved
methods of mining and agriculture have been introduced with success ; manufactur-
ing with the aid of modern machinery, and upon an extended scale, has been inau-
gurated in several lines. Mexico is an exporter of textiles to-day, and will be of
steel rails to-morrow. Shoes, soap, perfumery, leather goods and a number of other
manufactured articles, of excellent quality, are turned out in a score of cities where
busy workers have learned to appreciate the satisfying rewards which wait upon
intelligent efforts in peaceful pursuits. The Federal telegraph and postal systems
have been developed to a high state of efficlency. As might be expected from a
soldier so distinguished as General Diaz, in the long term of peaceful progress which
the land has enjoyed, the possibilities of war have not been overlooked. Mexico's
regular army of some 65,000 men is well-disciplined and well-equipped. Recently,
steps have been taken towards the formation of the nucleus of a navy. But it is as
a wise and judicious administrator, a nation builder, a leader of his people in the
ways of peaceful achievement, rather than as a warrior, that President Diaz will
loom in history. His illustrious services as a soldier will be dwarfed by his succes -
ses as a pacificator and as a statesman.

EXPANSION OF THE BANKING BUSINESsS,

The influx of foreign capital has naturally been followed by an expansion of the
banking business in Mexico. This growth has been remarkable, as the following
figures show. On the first day of March of this year there were in the Republic
thirty banks with a bill circulation of $89,5692,538, and capital of $84,150,000. There
was $60,897,011 of silver coin on hand, and deposits amounted to $132,154,761 ; bills
discounted, $125,600,162 ; loans on collateral, $68,102,004.

A noteworthy feature in connection with banking expansion has been the intro-
duction of trust companies in the capital, with branches in the leading provincial
cities. These institutions appear to flourish in their new environment, where in
addition to the functions peculiar to them in the United States they solicit business
as real estate and mining brokers. Some of the banks have Savings departments,
and the rivalry for this class of business has been keen between them in the past.

The oldest and most important banking institutions in the City of Mexico are the
National Bank of Mexico and the Bank of London and Mexico. Following is the
statement at the close of business, April 80, of the present year :

National Bank Bank o‘lLvmdon
o) Mexico. and Mexico.

8pecie .. $15,618,790.38 $10,447,638.24
otes of other banks.... .. 2,986,997.00 361,251.00
Bills discounted......... . 27,018,630.64 27,454,758.94
Loans on real estate gUArANLEE. ........coovivre wiienieniinns 4,016,570.42
Loans on collaterals................. .. 28,493,827.55 11,710,749.86
Debtor 8CCOUNTS. .. .vvviisrriterriareaiinisacenns 38.456,925.13 6,068,627.
Real estate, fixtures and furniture.............. 688,584. 322,079.71
Total assets $108,263,663.87 $60,371,570.90
Capital paid u $20,000,000.00 $15,000,000.00
Notes in circulation 27,211 220.00 19,523,455.00
Creditor accounts.. 53,364,992 23 15,556,617.85
Reserve fund.,..... cee 4,087.451.64 6,000,000.00
Prevision fund........... .. 200000000 ...
Second prevision fund .. 1000,00000  ............
Deposits on time......cvivviiiiiiiiiiiiiiiiiiiiins civeeieieina 4,201,497.85
Total liabilities.......cooevviiiiiiiiniini, $108,263,668.87 $60,371,570.70

Other banks make equally satisfactory exhibits.
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Mexico’s GROWING FOREIGK TRADE.

One of the best evidences of a nation’s progress is that furnished by its trade with
foreign countries. The totals of Mexico’s foreign trade are constantly growing. In
the eight months of the fiscal year 1902-1908, the country imported commodities to
the value of $49,619,835.92, gold ; an increase over the corresponding period of the
previous flscal year of $9,622,806.96; exports for the eight months first indicated
aggregate $122,102,958.31, silver, an increase of $20,463,287.06. In one item only of
the imports was there a decrease—that of animal substances. In the total of the
exports the precious metals figure at $60,108,868.12.

FLUCTUATIONS IN THE VALUE OF SILVER.

One serious problem confronts the Government—that is the instability of the
Mexican dollar, the unit of the country’s financial system. The violent fluctuations
in its value abroad are a source of worry and loss to every one interested in the
country’s development, and of acute perplexity to the Government. What a poor
crutch this dollar is to rely upon in international trade is vividly demonstrated by
the movement of exchange between the dates of April 17 and 28 of this year, here
shown:

Rate of Rate of

exchange. exchange.
.8 < 1 I 256 April 2B, .ottt s 248
PN I U 255 April 24, .ooiiiiiiiiiiiiiiii i 236
April 20.... ..ottt 25216 | April 5........cciiiiiiiiiiiiiiiiiiiiee 221
N < 1 213§ | April 21, ... .ottt e 222
April 22.... . i 213 | April 2B......ciiiiiiiiiiiiiiii i 222

The attention of the Government is now directed to this disturbing factor, and to
the problem involved in giving to the peso greater stability. That a solution will
be found, and that the right and best.one, only those unfamiliar with the great
obstacles to the country’s advancement which the executive and his advisers have
met and successfully overcome in the past, can for a moment doubt. The settle-
.ment of this important question may furnish to economic history another point of
similarity in the progressive carcers of Mexico and Japan.

JoHN JAMES DAVIES.
DURANGO, Mexico.

ForciBLE COLLECTION OF INTERNATIONAL DEB1s.—The fact that Venezuela
and her pressing creditors have been able to agree upon the amount due to each of
them, and upon a method of payment, should not close our eyes to the fact that
our Monroe Doctrine as it stands to-day is a greater danger than it need be to us
and to European States.

As the Monroe doctrine is now understood in Europe, every European nation
feels free to resort to force in collecting a claim from a South American State with-
out first proving to disinterested parties that the claim is just; although the doc-
trine, rightly understood, would require us to interfere, if we were in doubt as to
the justice of the claim. By judgiog in its own case, and proceeding to violent
collection of an alleged but unadjusted claim against a South American State, any
European nation might involve all Europe and America in war. This fact consti-
tutes an international disease, for the cure of which a new principle ought to be
inserted in the law of nations, namely, that henceforth no nation shall proceed to
violent collection of a claim against another nation without first proving to disin-
terested parties that the amount claimed is justly due. It is to the interest of all
nations that such a principle shall be agreed upon, and that the Hague Court shall
be selected as the judge in such matters.—Gunton's Magazine.



STATE BANKERS’ ASSOCIATIONS.

REPORTS OF RECENT AND PROSPECTIVE MEETINGS.

COLORADO BANKERS' ASSOCIATION.

An interesting meeting of the Colorado Bankers’ Association was held at Denver,
June 17, 18 and 19. Ex-Governor Alva Adams was one of the speakers. He highly
commended the banking laws in force in Kansas an{ Missouri, and said that it was
only a question of time when Colorado would enact laws regulating State and
private banks.

The following officers were elected : President, M. D. Thatcher, President First
National Bank, Pueblo; vice-president, W. L. Bush, Cashier First National Bank,
Idaho Springs; secretary and treasurer, G. H. Williams, President Mercantile
National Bank, Pueblo. Delegates to the convention of the American Bankers’
Association chosen were: Ex-Gov. Alva Adams, President Pueblo Savings Bank ;
F. G. Moffat, Cashier First National Bank, Denver.

A banquet at the Brown Palace Hotel was an enjoyable feature of the convention.

Next year’s convention will be held at Pueblo.

FLORIDA BANKERS’ ASSOCIATION.

At the annual convention of the Florida Bankers' Association, June 12, the fol-
lowing officers were chosen: President, J. T. Dismukes, President First National
Bank St. Augustine; vice-presidents, G. D. Munro, Cashier Quincy State Bank ;
J. M. Graham, President First National Bank, Gainesville ; L. M. Fraleigh, Vice-
President Madison County Bank, Madison ; secretary and treasurer, J. D. Baker,
Assistant Cashier National Bank State of Florida, Jacksonville ; executive com-
mittee, E. W. Lane, President Atlantic National Bank, Jacksonville; H. G. Aird,
Cashier State Bank, Jacksonville, and F. W. Hoyt, President First National Bank,
Fernandina ; legislative committee, E. 8. Crill, L. C. Massey and G. W. Saxon.
J. C. L’Engle, President of the State Bank of Florida, Jacksonville, was elected
delegate, and W. B. Owen, Vice-President of the Commercial Bank, Jacksonville,
alternate to the convention of the American Bankers’ Association.

GEORGIA BANKERS’ ASSOCIATION.

The twelfth annual convention of the Georgia Bankers’Association was held at
Atlanta, June 17 and 18. There was a large attendance, including a number of bank-
ers from other States. President F. D. Bloodworth, in his annual address, briefly
reviewed the business progress of the country iu the past six years. A notable feature
of the convention was the address by Hon. William B. Ridgely, on ** Gold Reserve
National Bank Notes.” This address is printed in full in another part of this issue-
of the MagAzINE,

L. P. Hillyer, Cashier of the American National Bank, Macon, read his report
a8 secretary of the association. It showed a membership of 194 banks, an increase-
of 86 since the date of the last convention.
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A very able and instructive paper on the  Dishonesty of Bank Clerks” was
read by Andrew J. Hansell, Cashier of the Bank of Randolph, Cuthbert, Ga. In
concluding his paper, Mr. Hansell said :

* In cloeing, I beg to state, in justice to my fellow employes and associates, that the head
of the greatest fidelity and bonding company in the whole world, Mr. H. D. Lyman, of New:
York, assures me that there is less dishonesty among bank clerks, proportionately to their
number, than in any other occupation in life. 1 therefore consider it no mean privilege to
oount myself one of the most honest class of citizens on the face of the earth.

In the foregoing I have endcavored to show :

(1) That dishonesty has always existed.

(2) That it exists to-day without perceptible decrease, and will continue to exist in the
future, since it has not decreased in the past.

(3) 1hat the only cure for it is the improvement of the individual.

(4) That dishonesty in banks is not the fault of systems,and cannot be prevented thereby.

(5) That systems, while they cannot prevent dishonesty, deprive the dishonest, in a large
measure, of the opportunity they seek.

(6) That our present remedy les solely in the selection of employees and the maintenance
of proper methods and safeguards.’

Other topics discussed were : *‘ Protest Law,” by Oscar E. Dooly, Cashier Home
Savings Bank, Macon; ‘‘ A Siate Auditor,” by W. D. Manley, Cashier Farmers
and Traders’ Bank, Atlanta.

The following officers were elected : President, 8. B. Brown, President Albany
National Bank; first vice-president, Miller S. Bell, Cashier Milledgeville Banking
Co.; second vice-president, Oscar E. Dooly, Cashier Home Savings Bank, Macon ;
third vice-president, L. R. Farmer, President Davisboro Bank; fourth vice-presi-
dent, J. E. Dunson, President La Grange Banking and Trust Co.; fifth vice-presi-
dent, E. C. Smith, Cashier Griffin Banking Co.

Delegates to convention of American Bankers’ Association: John H. Reynolds,
President First National Bank, Rome; A. J. Hansell, Cashier Bank of Randolph,
Cuthbert ; C. D. Hurt, Cashier 1. C. Plant’s Son, Macon.

An entertainment and luncheon were given the visiting bankers at the Piedmont
Driving Club and a banquet at the Kimball House. The entertainments were in
charge of a local committee, composed of J. T. Orme, Thomas J. Peeples and Frank
Hawkins. They were tendered a vote of thanks by the convention for their suc-
cessful efforts in making the meeting an exceptionally pleasant one.

MAINE BANKERS' ASSOCIATION.

At the annual convention of the Maine Bankers’ Association, held June 10, the
following officers were elected : President, W. D. Mussenden, Treasurer Bath Trust
Company ; vice-president, E. G. Wyman, Cashier First National Bank, Bangor ;
secretary, John R, Gould, Augusta; treasurer, G. A. Safford, Cashier Northern
National Bank, Hallowell ; executive committee, 8. C. Parcher, Cashier York Na-
tional Bank, Saco; Thomas H. Eaton, Cashier Chapman National Bank, Portland,
E. F. Berry, Cashier North National Bank, Rockland; E. L. Smith, Cashier National
Shoe and Leather Bank, Auburn; R. D. Woodman, Treasurer Westbrook Trust Co.,
‘Westbrook.

MICHIGAN BANKERS' ASSOCIATION.

The fifteenth annual convention of the Michigan Bankers’ Association was held
at Pointe aux Barques, June 17 and 18. President George D. Morley, in his annual
address vigorously attacked the laws of Michigan in regard to bank taxation. He
stated that the present law, if enforced, would deprive savings investors of seventy-

[}
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five per cent. of their income and would cause heavy withdrawals from the banks.
He favored a wise law and its honest enforcement, instead of the present law, some
of the provisions of which the taxing authorities were compelled to ignore.

Secretary Fred. E. Farnsworth reported that the association now numbers 279, a
gain of twenty-one during the year. The membership i8 now the largest in its his-
tory. There are now 585 banks and banking institutions in Michigan.

Treasurer H. V. C. Hart, of Adrian, reported receipts from the former treasurer
and from dues of $3,017.91. He had paid out $1,717.58, leaving a balance on hand
of $1,800.88.

The subject of taxation was further discussed by State Tax Commissioner Free-
man. He called attention to the fact that the present State Tax Commission has
placed $450,000,000 additional on the tax rolls. He declared that $300,000,000 more
ought to go on the rolls. Opposition hindered the speedy spreading of thisamount, he
said, but he promised that $100,000,000 more would be on the roll by October, 1908.

‘Wm. Livingston, of Detroit, spoke on fidelity bonds and burglary insurance. He
strongly urged the adoption of the form of bond recommended by the Michigan
Bankers’ Association and the American Bankers’ Association.

Hon. Charles N. Fowler, Chairman of the Banking and Currency Committee of
the House of Representatives, made a strong address in favor of a credit currency.

William Livingston, President of the Dime Savings Bank, Detroit, was elected
president for the ensuing year, and Orrin Bump, President of the Old Second Na-
tional Bank, Bay City, and Scott Field, Cashier of the Merchants’ Savings Bank,
Battle Creek, vice-presidents. Treasurer Hart and Secretary Farnsworth were re-
elected.

The social features were especially enjoyable and Pointe aux Barques was voted
by all to be an excellent place to hold conventions. The bankers of Saginaw also
extended a hospitable greeting to the visiting bankers, Next year’s convention will
be held at Detroit.

MINNESOTA BANKERS' ASSOCIATION.

The fourteenth annual convention of the Mionesota Bankers’ Association was
held at St. Paul, July 7, and 8, an especially interesting programme having been
prepared.

A report of this convention will appear in next month’s issue of the MAGAZINE.

TENNESSEE BANKERS' ASSOCIATION.

The thirteenth annual convention of the Tennessee Bankers’ Association met at
Lookout Inn, Chattanooga, June 22.

The convention was called to order by Vice-President T. J. Taylor, Cashier of
the Bank of Martin, who presided over the meeting in the absence of President
Buckingham, who was detained at his home in Memphis on account of illness.

The convention was opened by prayer by Rev. Dr. J. W. Bachman, after which
Mayor Chambliss delivered the address of welcome on behalf of the City of Chat.
tanooga. T. G. Mountague, President of the First National Bank, followed Mayor
Chambliss, delivering a brief address of welcome on behalf of the Chattanooga
Clearing-House. F. O. Watts, President of the First National Bank, Nashrville,
responded on behalf of the bankers.

The secretary read a telegram from Hon. M. 8. Buckingham, regretting his in-
ability to be present at the convention on account of illness. He wished the asso-
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ciation a successful meeting and gave assurance of his hearty co-operation in every
movement inaugurated by the association,

The association adjourned to allow the State bankers’ section the use of the hall.

This section dispatched considerable business and listened to an able discussion
of matters pertaining to State banks, by J. Arnold, President ‘of the Bank of
Cookeville.

At the afternoon session Secretary W. A. Sadd, President of the Chattanooga
8avings Bank, read his report. No meeting was held last year, but at the conven-
tion two years ago the membership was but sixty ; now there are 184 members.

F. O. Watts, President of the First National Bank, Nashville ; Theo. G. Mon-
tague, of the First National Bank, Chattanooga, and C. O. Austin, of the National
Bank of North America, Chicago, discussed the subject of fidelity insurance for
bank employees. Mr. Austin explained the experiences of the bankers of Missouri,
and showed how by co-operation many desirable improvements had been secured.

W. O. Jones, Assistant Cashier of the National Park Bank, New York city, made
a brief address in which he spoke of the good work done by the Tennessee Bankers’
Association.

T. R. Preston, President of the Hamilton Trust and Savings bank, of Chatta-
nooga, read a highly interesting paper on State banks and State bank legislation.

8. H. Orr, general manager of the Nashville Trust Company, discussed the sub-
ject of trust companies and the laws relating thereto in the State of Tennessee. He
pointed out many instances where the Legislature should take steps to repeal cer-
tain laws which were unnecessary and unjust.

At the second day’s session Rollin P. Grant, Cashier of the New York National
Exchange Bank, New York city, read a paper on bank money orders, and the sub-
ject was further discussed by H. E. Jones, President of the Dominion National
Bank, of Bristol, and by I. B. Tigrett, Cashier of the Union Bank and Trust Co.,
Jackson.

On motion I. B. Tigrett, H. E. Jones and W. A. Sadd were appointed a com-
mittee to draft and put in immediate service a banker’'s money order for the State
association.

F. A. Pattle, Cashier of the Bank of Winchester, read a paper on * The Coun-
try Banker,” which was in part as follows :

THE CoUNTRY BANKER.—BY F. A. PATTIE.

Mr, Edison once said ** the least one knew about electricity the better he understood it.”

This cannot be said of the banking business, especially of country banking, as doubtless
all present who are or have been country bankers, can testify. As itis not an uncommon
thing for the country banker to be Cashier, paying and receiving teller, discount, collection
and exchange clerk, it is absolutely essentia] that he be thoroughly familiar withevery detail
of his business. He must have a place for everything, keep it there, and then familiarize
himself with these places.

A great many customers of country banks, especially out-of-town customers, object to
being waited upon by anyone except the Cashier no matter how many efficient clerks he may
have. This is perfectliy natural, and you should see to it that all callers at your bank,
whetber customers or not, are given a hearty welcome, and are made to feel perfectly easy
and at home. Greet them in a pleasant manner, and with a real warmth of feeling.

The country banker must necessarily put his heart into his business and must, of all men,
be falthful to his routine of work. A few days, a week or a month from his desk removes
him from the midst of his business, lessens his fumiliarity with its every detail in which lies
his greatest strength. It is also necessary that he surround himself with stockholders and
directors whose business ability and financial, as well as social, standing in the community
have never been questioned, and who are ready and willing at all times to lend a helping hand
in advancing the bank’s interests.

The country banker to be successful must use some policy ; he must also be a man of tact,
and possessed with sufficient ability along this line to apply pressure where needed without
giving offence and tosay ‘*no” when necessary without losing the customer. In many cases
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he must be indulgent and forbearing; while favor and benevolence are not as a rule attri-
butes of sound banking, it cannot be denied that they have been the means of collecting, in
full, many a note that could not otherwise have been paid, thereby cementing to the bank a
lasting friend and probably a very valuable customer. But in all dealings he must not over-
look the fact that he is serving both the bank and the customer.

The most important and wost trying of all duties of the country banker is passing on
notes offered his bank end granting loans to his customers. Whena loan is applied for, espe-
cially by an out-of-town customer, the banker is supposed to be suficiently acquainted with
the financial condition of the party to give him an answer immediately. In many cases noth-
ing short of this will suffice ; while you are waiting until after dinner to make some inquiry
or to refer the matter to your discount committee, he i8 probably arranging or has arranged
with your neighbor for the amount needed, in which instance it will very likely be some time
before he calls again. Nevertheless, utmost care should be observed in granting loans. And
I do not mean to even intimate that the discount committee should be dispensed with, as it
is a reserve that enables you to decline many a loan, retaining your customer who otherwise
would become offended. When a loan is refused by a city bank, I understand no explanation
is given or expected, further than that the paper was not approved or that their loans were
full, and they could not handle it ; that explanation is supposed to close the transaction. On
the other band, whea an out-of-town customer presentsa note to a country bank and one
that be knows you know is good, and you hesitate, asking him questions, he thinks you are
casting some reflection on his integrity or his ability to meet his obligations: in fact, he is
surprised as * everybody knows him,” and when you finally tell him that your loans are full,
and that you do not care to increase them, the impression is immediately created in his mind
that the bank is in a bad way, is entirely out of money and liable to break at any time. He
never stops to consider for a moment that it is possible for a bank to have any limit to its
loaning capacity, and in many instances doesn’t hesitate to circulate in his neighborhood,
the report that he applied to your bauk for a loan and you actually didn’t have the money.

The bank with which I am connected lost at one time deposits aggregating $3,300 as the
direct result of refusing a loan of $100, on a good note, on the grounds that our loans were
full. I presume it is needless to say that they haven’'t been full since. You will be criticized
for making certain loansand algo for refusing them. While it isimpossible to follow any iron-
clad rule along this line, the banker who bas the ability to turn down a customer sending him
away with the feeling that in failing to secure the loan he has been shown a personal favor,
has about solved the problem.

The banker is the only business man on earth who cannot, at times, ask his customers to
wait. For him there is no waiting and no mercy. His obligations must be met the moment
they are demanded, or his business career must end. His customers, or rather the castomers
of the country banker, do not meet their obligations promptly: in fact, they are not
expected to. Who present has not been appealed to **tohold my note a few days,” er gotten
a note from an out-of-town customer saying: **I don’t want to take the present price for
my wheat, 80 will renew my note when I come to town,” or ** My hogs are not fat, please
hold my note, and 1 will attend to it next * first Monday.’”” While you all know that *a few
days" may mean any period of time from a week to twelve months, the country banker can-
not do otherwise than cheerfully comply with such requests,

This {8 what the country banker must face every day. Accept deposits and determine
what per cent. may be loaned and to whom, and still meet every obligation promptly. De-
termine what maturing loans shall be extended, and what reduced or collected in full. In
addition to this he must familiarize himself with all the books and other stationery required
by his bank, keep himself posted on prices of same, and make purchases when necessary.
He must also see that the work of each clerk is performed in a satisfactory manner,and that
strict economy is enforced, as it is unnecessary to use an enclosure blank requiring two-cent
postage when a card would answer.

In conclusion, need 1 say that the country banker holds a most responsible position ?
‘With everybody’s money in his safe, everybody’s papers in his vault, and I might say every-
body’s secrets in his heart, it i8 not surprising that all his actlons are closely watched and
talked about by everybody in his community.

Resolutions were adopted favoring the Aldrich bill, fixing the membership dues
at §6 irrespective of capital, thanking the Chattanooga Clearing-House and others
for courtesies, and commending the work done by the officers of the association.

Officers were chosen as follows :

President—W. A. S8add, President Chattanooga S8avings Bank, Chattanooga.

Vice-President for East Tennessee—W. P. Lang, Cashier Cleveland National
Bank, Cleveland.



STATE BANKERS' ASSOCIATIONS. 85

Vice-President for Middle Tennessece—E. A. Lindsey, Cashier Merchants’ Na-
tional Bank, Nashville.

Vice-President for West Tennessee—E. A. Maddux, Cashier Fayette County
Bank, Somerville.

Secretary—8amuel H. Orr, General Manager Nashville Trust Company, Nash-
ville.

Treasurer—I. B. Tigrett, Cashier Union Bank and Trust Company, Jackson.

Members Executive Council for Term of Three Years—J. Arnold, President
Bank of Cookeville, Cookeville; R. N. Hutton, Cashier Bank of Bellbuckle, Bell-
buckle; T. R. Preston, President Hamilton Trust and Savings Bank, Chattanooga.

Members Executive Council for Term of Two Years—J. P. Gaut, President
Holston National Bank, Knoxville; L. E. Ward, Cashier Bank of Collinsville, Col-
linsville, N. P. LeSueur, Cashier American National Bank, Nashville.

Members Executive Council for Term of One Year—J. T. Howell, Cashier
Fourth National Bank, Nashville; R. L. Goolsby, Cashier Greenfield Bank, Green-
fleld; C. W. Schulte, President First National Bank, Memphis.

C. M. Preston, Cashier of the Hamilton Trust and Savings Bank, Chattanooga,
and F. O. Watts, President of the First National Bank of Nashville, were elected
to represent Tennessee at the next meeting of the American Bankers’ Assoclation,
which will be held in S8an Francisco in October.

Upon motion of T. R. Preston the presidents of the association were made ex-
officio members of the executive council,

After taking dinner at Lookout Inn the members of the association took a trip
to Chickamauga Park as the guests of the Chattanooga Clearing-House. The after-
noon was pleasantly spent in viewing the historic battlefleld.

VIRGINIA BANKERS' ASSOCIATION.

The tenth annual convention of the Virginia Bankers’ Association was held at
Lynchburg, June 18 and 19, Oliver J. Sands, President of the American National
Bank, Richmond, presiding. Addresses of welcome were made by N. R, Bowman,
of Lynchburg, and Hon. John W. Daniel, United States Senator from Virginia, and
J. B. McCabe, Vice-President of the People’s National Bank, Leesburg, responded
on behalf of the bankers.

President Sands then delivered his annual address, which was in part as follows :

PRESIDENT'S ANNUAL ADDRESS.—BY O. J. S8ANDs.

Generally the past year has been a prosperous one, still the banks bave felt more keenly
than for some years the inadequcy of our financial system, on account of its lack of flexibil-
ity, to meet the demands of our customers at certain seasons. A currency system that con-
tracts when we need more money and expands whea additional money i8 not necessary ; a
currency system which is controlled almost entirely by the price of Government bonds; a
currency system that can only be contracted at the rate of three milllon dollars per month;
& ourrency system that is not sufiiciently profitabie to the issuing banks to induce them to
fssue more than fifty per cent. of what they are permitted to issue; a currency system made
to meet a great crisis in the financial affairs of a country emerging about forty years ago
from the greatest civil conflict in the history of the world,whbich country has grown 300 per cent
in population since that time, and whose wealth has increased in ten years over twenty-nine
billions of dollars, is not the currency system needed to meet the changed conditions of this
day. Noris the Treasury system founded sixty years ago upon the prejudice of Andrew Jack-
son against the banks, which takes from the people the money and locks it up when it is most
needed for the purpoees of credit, a system such as this country needs to-day.

‘We bankers of the South know as well, or better perhape, than any other people in this
land that some system should be devised that will render the currency more elastic and that
will give us a basis of credit that will &xpand and contract as the demands of business may
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require. We may have our vaults filled with the best securities of our section and still be
unable to supply more credit to the most worthy business man or farmer because we had
borrowed or rediscounted all our Eastern friends would let us have, or all that we felt it was
prudent for us to borrow. It seems that the time for action has come, some profit gained
from the experience of the past and some steps taken that will insure us a continuation of
the prosperity which we have enjoyed, and which a kind Providence seems to have destined
us, provided we do our part. George Washington said, ** We ought not to look back unless
it is to derive useful lessons from past errors, and for the purpose of profiting by dear-bought
experience.”

Our present bond-secured circulation has proved such a sound system that to disregard it
and return to any general system of asset currency seems to me to be an experiment that
this country is not ready to make. I venture to suggest, that if the present tax on circuila-
tion is withdrawn and thereby giving the banks some protit in circulation, that there will be
an immense increase in our bond-secured circulation. The Treasury notes or greenbacks
should be retired by the issuance of a low-rate bond. These Treasury notes have cost the
Government more than the interest on bonds of a like amount at four per cent. and have
been the source of much disturbance in times past.

Banks should then be permitted to deposit Government bonds to secure Government de-
posits without interest, and to be required to pay a small interest to the Government on
Government depoeits secured by other Government bonds; the Secretary of the Treasury
depositing public moneys received from all sources in such depositaries as give satisfactory
security. The provision for the retirement of only three million dollars per month should
be repealed or changed 80 as to permit a larger amount of circulation to be retired when not
needed: and some provision made for the issuing of a small amount of emergency circula-
tion secured by deporits of approved securitles with clearing-house boards under govern-
mental authority, which emergency circulation should be taxed so high as to make it avail-
able only in times of great need. In my humble judgment if these changes could be made
we would, without departing violently from our present system, so improve and enlarge its
operation as to make it meet the needs of this great and growing country for a number of
years to come.

It bas been said that ** unfortunately this most vital proposition depends, to alarge ex-
tent, for its solution upon tbe action of Congress, and Congress is governed largely by the
supposed political effect whicb such action may produce, that the first consideration of a
Congressman is to secure his re-election, and therefore Congressmen want to know what
their constituents think,” and ** as important as it is that our lawmakers shall agree upon a
currency reform bill, of even more importance it is that banking men shall get together and
agree upon what kind of measure is most desirable and will be acoeptable to the banks.
Such a measure must meet with the approval of the banking interest as a scientific and prac-
tical measure, but must be of such a character as to make its acceptance profitable to the
banks. If banks cannot make money out of the transaction they will neither take out cir-
culation nor accept Government deposits.”

GROWTH OF BANKING IN VIRGINIA.

I have compiled from the reports made to the Comptroller of the Currency and from the
reports made to the Auditor a statement showing the growth of the banking business in our
State during the past two years:

April 24, 1901, number of State banks was 107; April 9, 1803, number of State banks was
137; ap increase of thirty. April 24, 1801, number of National banks was forty-six ; April 9,
1003, number of National banks was sixty-one: an increase of fifteen. April, 1901, banks and
trust companies which do not make reports to Auditor or Comptroller, twenty-three; April,
1008, banks and trust companies which do not make reports to Auditor or Comptroller,
twenty-eight ; an increase of five; or a total increase in number of banks in two years of

fifty.
State Banks.

Caplital. Swrplus. Deposits.
April 9,1903......0c0iiiinniiiniancanans $7,338,774.58  $4,476,286.96  $30,074,405.87
April 24, 1901...... teeerenenes Ceenenes .. 6,221,800.40 3,786,775.08 25,835,020.85
Tnorease................ vereeeens .. $1,111,974.18 $780,461.88  $5,000,885.02

National Banks.

Capital. Surplus. Deposits.
April 9,1008............ [ $6,507,500.00 $5,782,632.05  $38,825,049.71
April 24,1901, ...00iviiinnnniiennnneneas 5,262,620.00  4.462,804.15 28,787,160.29

Increase..........cooeeenaeeeeee.  $L334880.00 $1,810,827.90  $10,087,580.42
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Banks and Trust Companies which do not make reports.

Capital. Surplus. Deposits.
coee $2,564,830.00 $1,181,596.00 $4,195,208.00
2,380,810.00 587.060.00 2,428,280.00

.......................... $183,900.00  $644,546.00  $1,768,826.00

Or a total increase in two years of : capital, $2,030,844.13; surplus, $2,708.835.78 ; deposits,
$16,806,200.44.

Or an increase in capital in two years of about 20 per cent.; or an increase in surplus in
two years of about 30 per cent.; or an increase in deposits in two years of about 30 per cent.

The remainder of President Sands’ address dealt with the work of the associa-
tion, State legislation, etc.

N. P. Gatling read his report as secretary, showing a membership of 180, an in-
crease of seventy-six in the past year. Reports of committees dealing with State
taxation, bank money orders, and financial legislation were read and ordered re-
ceived. John M. Miller, Jr., Casbier of the First National Bank, Richmond, read a
report as delegate to the New Orlcans convention of the American Bankers’ Asso-
ciation.

John F. Bruton, President of the First National Bank, Wilson, N. C., read an
interesting paper on ‘‘ The Country Banker,” Geo. Bryan, of Richmond, spoke on
‘‘ Banking Law,” and at the second day's session, Geo. J. Seay, Cashier of the
Petersburg 8avings and Insurance Co., spoke on the Fowler and Aldrich bills, and
E. C. Massle, of Richmond, spoke on ** The Torrens System of Land Registration.”

Resolutions were adopted favoring a uniform system of blanks for letter-heads,
check, drafts, etc., and recommending the adoption of the Torrens system of regis-
tering real estate titles.

H. L. Schmelz, of Sthmelz Bros., Hampton, was chosen president, N. P. Gatling,
of Lynchburg, secretary, and H. A. Williams, of Richmond, treasurer.

WASHINGTON STATE BANKERS' ASSOCIATION.

The next annual convention of the Washington State Bankers’ Association will
be held in the city of Whatcom, Thursday, Friday and Saturday, July 28, 24 and
25, 1908.

The convention promises to be the most successful in the history of the associa-
tion, and we hope you will arrange to have at least one representative of your bank
present. The programme as thus far arranged will include the following addresses :
President’s address, Hon. Miles C. Moore ; ‘‘ The Theory and Practice of Banking,”
Geo. 8. Brooke, Pres. Fidelity Nat'l Bank, Spokane ; *‘ Bank Money Orders,” Edwin
Goodall, New York city ; ‘* Asset Currency,” Hon. E O. Graves, V.-Pres. Wash-
ington Nat'l Bank, Seattle; ‘‘The Country Banker,” Thos. H. Brewer, Cashier
Genesee Exchange Bank, Genesee, Idaho ; ‘‘ The Duties of a Banker,” A. L. Mills,
Pres. First Nat’l Bank, Portland, Oregon; *‘ Clearing-House Emergency Circula-
tion,” Theo. Gilman, New York city ; ‘‘ The Trust Company and the Bank,” Chas.
8. Miller, Washington Trust Company, Seattle; ‘‘ Where You're At—Fact and
Prophecy,” Geo. B. Burk, Cash. Henry Andrews & Co., Fairhaven, Wn.; * Bank-
ers as Conservators of Credit,” Benj. C. Wright, Editor ‘' Finance and Trade.” San
Francisco.

The bankers and commercial organizations of the Bellingham Bay cities have
arranged a very delightful soclal programme, the most novel part of which will be a
visit by steamer to the great fish-traps and canneries of Puget S8ound, affording the
visitors an opportunity of seeing salmon caught literally by the tens of thousands.
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Special entertainments will be made for the ladies who accompany the delegates,
and they are, of course; cordially and urgently invited to attend.

Reduced rates will be extended by the railroads and steamboat lines. Further
details will be sent later. :

TacOoMA, Wash, P. C. KAUFFMAN, Secretary.

WEST VIRGINIA BANKERS' ASSOCIATION.

The tenth annual convention of the West Virginia Bankers’ Association was held
at the Progress Club, Parkersburg, June 8 and 4. J. B. Finley, Secretary of the
Citizens' Trust and Guarantee Co., welcomed the convention to Parkersburg on be-
half of the local bankers. Mayor Allan C. Murdoch also made an appropriate speech
of welcome. A response in the name of the convention was made by H. R. War-
field, Cashier of the Elkins National Bank. President J. D. Baines then delivered
the annual address. He spoke of the progress and prosperity of the banks and other
business interests of the State, but cautioned the bankers that such times were apt
to beget undue speculation, which must be carefully guarded against.

Robert L. Archer read his report as secretary and treasurer of the association. It
showed a membership of 158—the largest ever reported. In number the member-
ship represents four-fifths of all the banks in the State and perhaps nine-tenths of
the banking capital. The financial report showed a balance of over $1,000 on hand.
Reports of other committees were presented relating to taxation and other matters,

At the second day’s session an address was delivered by John J. Coniff on the
‘“Evils of the National Bankruptcy Law.” W. W. Mills, President of the First
National Bank, Marietta, Ohio, ‘'spoke on * The Twentieth Century Banker,” he
said in part:

THE TWERTIETH CENTURY BANKER.—ADDRESS oF W. W. MILLs.

During such an era of prosperity and springing up of such a large number of banking
institutions, it is natural that competition for new business has been keen. 1t seemed to me,
possibly, that some of my brother bankers on this side of the river had recently formed the
idea that their banking institutions were philanthropic enterprises, for I have noticed a dis-
position to give to the needy depositor a very large percentage of earnings in some instances
in the way of interest. Possibly a bank may be a philanthropic institution in some regards,
but it occurs to me that primarily a bank is established for the benefit of its stockholders
and for the safeguard of its deposits and not for the purpose of giving a pleasant and safe
opportunity for investment on the part of depositors. I refer now to commercial banks
only. The Savings banks have a field peculiarly their own, and Savings banks are in a sense
philanthropic institutions, and should pay to their depositors the very highest interest
possible.

1 have sometimes wondered, too, as to our methods of soliciting business—for I count my-
self one of you—in a sense an onlooker, yet [ am also a participant in your affairs. For
Southeastern Ohio and ullof West Virginia are 8o tied together by a multitude of business
bonds that our interests are practically identical: so I have wondered, in the keen competition
for business, if we do not sometimes overstep the bounds of courtesy and good businees
breeding in our anxiety to win for our own institutions the business and clientage of pros-
perous depositors and business people.

We sometimes, too, are a little jealous of thesucocess of other banks. The world I8 large; it
is big enough for all of us, and West Virginia and Southeastern Ohio are large enough for you
and me, and all of the fraternity to do business in and leave a little room for somebody else. 80
if it happens that somebody has a larger deposit line than we have or seems to be doing &
larger business, let us not be jealous of his success, but ratber let us glory in it, and advise
the depositor, advise the business man, if he doesn’t do business in our bank to do it in some
other bank in the same community.

While looking over your S8tate and considering such things as these my thoughts run far
into the future, and 1 wonder of what manner of man the banker of the twentieth century
is to be. The accomplishment of West Virginia, the building up of its enterprisesand the de-
velopment of its great resources, the construction of these magnificent financial institutions,
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have been accomplished practically in the nineteenth century. We are standing on the
threshold of the twentietb., Of what manner of man, I say, is the banker of the twentieth
ocentury tobe? We will all acknowledge at the outset that our businees has a certain par-
rowing tendency. We become abeorbed in it: we permit the business hours to overstep the
usual hours for opening the bank doors and we toil early and late, intent upon building up
our own institution. We are careless about the matter of vacation: we are indifferent
about taking journeys into neighboring flelds or States or countries, and s0 we are bemmed
about by the four walls of our bank offices; our views are restricted and tbus, I say, there 18
anarrowing tendency in the business. The banker, too, is in a measure an autocrat. He
arbitrates, he assumes a great many things as arbttrator, and as an autocrat and as a leader
of men, 8o that after awhile he sits back in his chair somewhat indifferent of all the outside
world, anxious only to please himself, his s holders and his tomers. Thus there grows
up in time in our bankers a narrow blighted life, unworthy the business, unworthy the high
calling tn which you and I are engaged. Some of the meanest, some of the most parsimo-
nious, some of the smallest men tbat I ever met, and I say it withshame, have been men at the
head of some of our banks. I think the meanest man I ever met on earth was the President
of a National bank. I had business with bim. I don’t think he deserved a particle. I know
our relations were soon closed. Such & man is a disgrace to his otice and to his calling.
‘When 8hakespeare wanted to depict a mean, close-fisted, hide-bound character, he selected a
banker and called him S8hylock, and that name is to-day typical of all that is mean, not only
in the banking fraternity, but in the whole businees world.

The tendency, gentlemen, is to make bankers—to make you and me—men of this type, We
aredrawn to it every day ; we must face it, and we must resist it and overcome it. If we do,
we will be worthy to stand among our fellows as men, and worthy to set the paoce for the
bankers of the twentieth century.

In the first place, I believe that in the coming days education and thorough preparation
for the business will be an absolute essential. I think that a study of banks and banking
metbods and banking law will become necessary to the banker of the twentieth century. He
must be & man who shall give thought to the great problems that come before him daily. He
must be one who is able to weigh the different propositions that come before him for consid-
erastion. He can only do it by a thorough course of training. Many in the business to-day
are attracted to it by the money there is in it, or that they fancy there is in it. SBuch are not
properly members of the banking profession. W« all have gone into it for that reason, but it
seems to me that the banker of the twentieth century must have a loftier idea than the mere
mouney value of the profession he enters. We must study the best ideals of the public.

One hundred years ago Hamilton and Gallatin and Morris were the leading financiers of
the country. To-day we have names, equally s eminent, conducting businesses vastly
greater, whose lives are worthy of emulation. But it is well for us to study the lives of
these ancient giants, and to get out of them that which will be helpful in this, tbe twentieth
century.

BANKERS MUST BE PROGRESSIVE.

The second point: The twentieth century banker must understand—he must be thor
oughly up to date. In other words, he must have an immense amount of up-to-dateiveness.
He must realize that he is doing business {n the present century, and not in the nineteenth
century. Unless be does realize this and governs himself accordingly, he will be jolted off
the car of progress and ground under its wheels.

Banking methods are undergoing an evolution. There is improvement all along the line,
and the twentieth century banker must be in line with his fellows, or he will drop behind the
procession. His office should be modern; it should have every equipment that the ingenuity
of the architect and of man can devise for the facilitating of business and for the safeguard-
ing of the valuables and securities placed in his hands. His books must be of the latest
" character: he must have the most improved methods of keeping his loans and discounts and
looking after his credits, and of caring for bis money, his bonds and the other property that
s placed in his keeping. It is absolutely necessary that be be abreast of the times 1n all these
things, and I regard this as one of the essentials of the twentieth century banker.

Another point: If that banker be in charge of the institution with which he is con-
nected, it seems to me he must set his face like flint against overworked and underpaid
employees.

I believe that the boys in the office, and the girls, too, for the army of helpers amongst
the young women is growing, should be adequately compensated for their labor. I belleve
that gentlemen doing business in the twentieth century ought not to be entirely satisfied
with the meagre salaries that were paid years ago in the nineteenth century., The banks are
making money, they are all making money, and let us not be satisfled—I am sure it cannot be
true on this side of the Ohio River, but let those living and doing business on the other
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side of the Ohio River not be satisfled to have overworked employees being paid too little
mobney.

Another point that the twentietb century banker must realize, and that is the great trust
which rests upon him. We are all trustees, trustees for the communities in which we live.
Into our hands i8 placed the keeping of large sums of money, amounting up to millions
of dollars in many instances. The sums represent the savings in many instances of the
widow and of those who are dependent to a certuin degree upon the toil of others. But
wherever the money comes from, it i8 placed into your hands and mine because the people
have confidence in us. They make us their trustees, and therefore we should realize the high
and noble and responsible trust that we assume in the eyes of the community, and, therefore,
the tweuntieth century banker will be a man of clean hands and of pure heart. No money
that comes across the counter belonging to the depositors will stick to his hands. The clean-
ness of his bands and the purity of his heart will prevent him from doing that in the man-
agement of the business that will militate in the slightest degree against the interests of
thoee who have confidence in bim, and who deposit their all in his keeping.

THE VALUE OF POLITENESS.

I would mention in this connection as an important feature of the twentieth century
banker an important characteristic, that of courtesy. I wish to read to you the testimony
of George G. Williams, the President of the Chemical National, who has recently died. You
all know George G. Willilams by reputation. He was a giant among men, and be was a man of
clean heart and pure hands, and a man of the broadest sympathies, and at the same time
deeply interested in all that was best for his community and for the world, and earnestly in-
tent upon building up his bank and of accomplishing everything possible for its aggrandize-
ment. Mr. Willlams at one time used this language: *Too often the man who wears a
shabby coat issubject to discourtesy, but I bave observed that many a tattered garment
hides a package of bounds, and that gorgeous clothing does not always cover a millionaire. A
grain of politeness saves a ton of correction. No institution i8 too important to ignore the
laws of courtesy. If I could spcak twenty languages, I would preach politeness in them ail.
I speak in praise of politeness out of an experience of fifty-nine years in the banking
business."

I place courtesy and politeness in our business as one of the essentials to success, and
close to it I would place tact, that peculiar diplomacy which many of us lack, and still I be-
lieve that the successful banker would be a successful diplomatist if he should enter the
school of politice.

In the fourth place, I believe that the twentieth century banker will have some leisure
to give to other things outside of his business. I am glad to notice the greater interest in
playing golf. I do not play golf myseif,and 8o T can more properly speak of it; but I admire
itand I am glad to see the names of many bankers who indulge in the sport. It is wholesome,
it Is belpful, it is life-giving. My own recreation goes along a different line, but 1 believe
every banker is entitled to a certain amount of leisure, and particularly country bankers.
And we are all of us country bankers.

I know some of our larger communities are ambitious and we expect to become great
cities, and I hope we all will be, but I think the twentieth century possibly will not see even
Marietta as large as New York or Chicago or Philadelphia. It may be that some of the cities
on this side of the river will be so large, but 1 take it that none of them will be. 80 we are
all of us country bankers. We live near to nature, and we ought to draw from the fountain
head of nature the inspiration and help so that when the toil of the day comes, we will be
strong enough to meet it manfully and with a brave heart. We shoulid be like the duke wan-
dering in the forest of Arden, who found tongues in trees, books in the running brooks, ser-
mons {n stones and good in everything.

The world s getting better in spite of the banking pessimist, for I have heard it stated on
the platform that bankers as a class were pessimists. But in spite of that statement, my ex-
perience is that bankers are the greatest optimists 1n the world. [ am sure country bankers
are, and I attribute it largely because of their mind to get near to nature. If we can get
next to mother nature, we will draw from it that help and inspiration that will make us
optimists,

Another point: The twentieth century banker must remember that he i8 more than a
banker. I believe that a man who is worthy to be at the head of any baok in West Virginia
should realize that he is not only the President of that particular institution, but that he has
something more to do than to preside over its councils and endeavor to run its affairs. He
should be a man of broad life. He shouid not only be a man of diligent businees. You re-
member the saying of a certain wise man many years ago: * Seest thou a man diligent in
business, he shall not stand before mean men; he shall stand before kings.” .

The banker who {8 worthy of the position will not stand before mean men. His position
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is one of honor and prominence, responsibility and power, and he will stand up before the
community, before the kings of the community, a man, every inch of bim.

I adverted a few moments ago to the suggestion that some bankers were disposed to run
their institutions as though they were pbilanthropic affairs. A bank, as I suggested, i8 estab-
lisbed primarily for the benetit of its customers. and secondarily for the safeguard of de-
posits and the accommodation of business people in the matter of loans. It is established, 1n
other words, for the making of business and the banker when behind his counter must not
lose sight of this. He may be a man of deep sympathies, but the importance of questions
devolving upon him at times makes it absoiutely necessary for him to drown these sym-
pathies for the time being.

BANKERS SHOULD BE IN TOUCH WITH THE PEOPLE.

He must temper his judgment with mercy, it is true, but while a bank is not a philan-
thropic institution, it does not necessarily follow that a banker may not be a philanthropist.
In wmy opinion, brother bankers of West Virginia,every banker ought to be a philanthropist.
A philanthropist is a lover of mankind. His position at the head of the institution should
be used for the benefit of mankind. He must be broad-minded : he must be sympatbetic; he
must be quick to see opportunities to help, for the strong must bear the infirmities of the
weak. 1t isa law that is just as certain as the ancient law of the Persians. The strong must
bear tbe infirmities of the weak. If they will not bear the infirmities in one way, then they
must in another.

The infirmities of the weak will tell upon the strong in the way of public hospitals,
infirmaries, penitentiaries and all the multitudes of institutions of that character which are
sustained by taxation. A banker should be broad-minded enough to see that the help he can
extend as a friend of humanity, to the poor and the downtrodden will help to keep the poor
and the downtrodden out of these asylums and penitentiaries. If he is not broad-minded
enough to see this, he will find the taxes coming back heavier for him to pay. And so the
banker should be a true philanthropist, building up in his community thore various institu-
tions that bave to do for the well-being and uplifting of humanity—hospitals, if you please
churches, libraries—whatever in his judgment he sees will best serve the hlzi)er interests of
his community. The responsibility rests upon him to help, and I believe that in the aggres-
sive, onward, active interests of the twentieth century banker in the affairs of his institution,
he will not neglect these broader interests outside, believe also he should be interested to
a certain degree in the politics of his State and in the civic affairs of his community. [ do
not mean by that that he should engage in tbe school, tbat he shouid attend the school, of
glltlcs. not b{eany means. But every banker intelligent enough to conduct a banking insti-

tion should be intelligent enough to have a comprehension, & broad comprehension, a wise
comprehension, of all public affairs, and then act intelligently upon them.
nd so, my friends, I have treated thus hastily of some of those features that I think
shouid characterize the banker of this new century.

Banking is an honorable business. In its ranks to-day many of the best, purest minded,
most successful business men are engaged. Many of the highest minded, purest Christian
men are giving their time to conducting its affairs, Let us endeavor to make this business
still more honorable and still more noble. Time was when the learned professions were con-
sidered to include only law, medicine and theology. But if we come up to the idea of the
banker of the new century, it seems to me that we will bave in the banking profession a pro-
fession that will be as honorable- it is to-day—but a profession calling for the most careful
training and the highest type of culture, education and inteiligence.

Ofticers for the ensuing year were chosenas follows : President, Robert L. Archer,
Cashier West Virfinia Savings Bank and Trust Co., Huntington ; secretary and
treasurer, C. T. Hiteshew, Assistant Cashier Farmers and Mechanics’ National Bank,
Parkel'sburg};i vice-presidents: first districts, J. Lee Harne, Cashier First National
Bank, New Martinsville ; second district, Upton B. McCandlish, Cashier Davis Na-
tional Bank, Piedmont ; third district, Mason Matthews, Assistant Cashier Bank of
Lewisburg ; fourth district, I. O. Reynolds, Cashier Pleasants County Bank, St.
Marys; fifth district, Edwin Mann, President First National Bank, Bluefields.

COMING CONVENTIONS.

American Bankers’ Association. ......San Francisco...... «er...Oct. 20-28,
Ilinois Bankers’ Association...........Rock Island........... -.July 28 and 29.
Indiana Bankers’ Association..........South Bend..............Sept. 9 and 10,

Iowa Bankers’ Association.............Davenport...............July 28 and 29.
Kentucky Bankers’ Association........Hopkinsville.............Sept. 16 and 17.
New York State Bankers® Association. .Saratoga Springs........S8ept. 9 and 10.
Pennsylvania Bankers’ Association.....Pittsburg................S8ept. 28 and 24.
South Carolina Bankers’ Association. ..Columbia................October 6,
South Dakota Bankers’ Association....Mitchell....... ....... ..July 8.
Washington Bankers’ Association.. ...Whatcom................July 28-25.
‘Wisconsin Bankers’ Association,.......Milwaukee..............August 5 and 6
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{All books mentioned in the following notices will be supplied at the publishers’ lowest rates on app li-
cation to BRADFORD RHODES & CO., 87 Maiden Lane, New York.]

THE PRINCIPLES OF MONEY. By J. LAURENCE LAUGHLIN, Professor of Political Economy
in the University of Chicago ; author of ¢ The History of Bimetallism in the United
States,’’ etc.; 8vo., pp. 550 ; price $8. New York: Charles S8cribner’s Sons.

As the dictionary and cyclopsdia are frequently consulted to confirm our impres-
sions of a word or a fact, and the thermometer to assure us that the temperature is
either high or low, 8o it is necessary to have a reliable standard to which appeal may
be confidently made to resolve our doubts as to the correctness of some monetary
hypothesis or the soundness of the conclusions drawn from a particular set of facts.

Of Professor Laughlin’s qualifications for preparing a complete and thoroughly
scientific treatise on money, there can be no question. He has long ranked high as
an authority upon the subject, and is especially equipped for treating of the econo-
mic aspects of monetary problems, a knowledge of which is quite indispensable to a
correct understanding of the principles involved. It is probable that a thorough
comprehension of monetary science will never be widely diffused ; only the specialist
and the expert can in an ordinary lifetime become conversant with all its abstruse
ramifications. This renders all the more valuable the work of a trained economist
who has devoted years of inquiry and research to a consideration of the leading
phases of the monetary problem, and who has carefully recorded the results of his
investigations.

While Professor Laughlin has given us a treatise marked throughout by eviden-
ces of ripe scholarship, he has avoided technicalities a8 much as possible and has
sought to convey his message in a form cognizable to the layman. In this endeavor
he has succeeded better than most authors who have covered the fleld of monetary
theory and history.

‘We can not review the work in detail, but must be content with a reference to its
general excellence. It will become, unquestionably, one of the most authoritative
treatises on the subject ever published in this country.

Professor Laughlin has considered extensively the various sub-divisions of his
main theme, such asg coinage, the functions of money, credit, the standard, the
quantity theory of money, legal tender, etc. The investigation in relation to prices
is especially full and will be found one of the valuable features of the work.

We have found the treatment of deposit currency particularly interesting and
instructive, and can not forbear quoting, if only a fragment :

*“The perfect elasticity of the deposit currency is its most valuable—as it is at the same
time its least appreciated—characteristic. A vast amount of discussion and attention has
been given to the establishment of an elastic bank-note system : the nineteenth century has
put forth libraries of literature on the subject; and yet a medium of exchange based on
commercial assets, and therefore perfectly elastic, is here with us, active, eficient, performing
a mass of exchanges out of all proportion to the work of bank notes or any other form of
moaney."

But nefther quotation nor analysis can give an adequate indication of the scope
and character of Professor Laughlin’s work. It is an exposition of the principles of
monetary science which every student of the subject should be eager to possess.
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MonEY AND CREDIT. By WiILBUR ALDRICH. New York: F. Tennyson Neely. Cloth,
12mo., pp. 187; price $1.25.

Although not a pretentious volume, we have rarely found in 8o small a compass
so much interesting and valuable information relating to money, credit and banking.
A striking merit. of the book is its terseness and the lucidity of the style. Most
books that treat of money only add to the mystification of the subject, but Mr.
Aldrich has written what he has to say so simply and clearly that it is easily within
the comprehension of anyone, whether versed in monetary lore or not. For the
average reader who desires to gain a fair knowledge of some of the underlying prin-
ciples of banking and subjects allied thereto, ‘‘ Money and Credit” will prove one
of the best works thus far published.

Mr. Aldrich occasionally expresses very positive opinions, but as a rule they are
sound enough ; ¢. g., “ Any ratio between gold and silver as fixed in coinage is really
an attempt to fix their prices in terms of each other. If there is any fact plainly
taught in history, it is that neither law nor custom can permanently fix the prices of
any commodities in progressive communities.” And again: ‘‘ A check circulation
based on bank deposits is the ideal rural circulation. It is necessarily handled care-
fully. It is elastic, created when wanted and retiring when no longer needed.” But
Mr. Aldrich does not think it possible for us to have an elastic bank.note currency
in this country, at least under the present banking system. Hesays: ‘‘ The elastic
currency idea, as applied to bank notes, is just as fallacious and delusive as any
other soft money notion that ever possessed the human mind.” While many will
regard this as a somewhat radical statement, others will agree with it. Mr. Aldrich
shows unmistakably, however, that he realizes fully what i{s often obscured by
agitators for currency reform—that the real currency of the country is composed of
checks, drafts and the various forms of credit instruments arising from bank deposits.

TRUST FINANCE—A S8TUDY OF THE GENESIS, ORGANIZATION AND MANAGEMENT OF INDUS-
TRIAL COMBINATIONS, By EpDWARD SHERWOOD MEADE, Ph. D., Wharton School of
Finance and Economy, University of Pennsylvania. New York: D). Appleton & Co.
12mo., pp. 887; price $1.25 (postage 12 ceunts).

Dr. Meade has traced the rise and growth of these vast aggregations of capital
and has fully explained their financial methods. He shows plainly what a trust is,
and how {t is promoted and managed. It was highly desirable that a work of this
kind should be jssued at this time when the trusts are the theme of general discus-
sion, and ‘‘ Trust Finance” will afford a vast fund of trustworthy information on
the topics of which it treats.

We note that Dr. Meade seems to regard over-capitalization as something much
less reprehensible than it {8 commonly held in public estimation, and he does not
hesitate to speak of ‘‘ certain positive benefits which accrue from the practice popu-
larly known as ‘ watering’ securities” (page 804). Applying this generalization to
a concrete case, however, it seems to fall to the ground. Commenting on the United
States Steel Corporation, the author says (page 384): ‘‘ The capitalization of the
steel trust represents the top wave of prosperity. It is not difficult to forecast the
value of that capitalization if the wave should recede.”

Dr. Meade points out the great diversity in the corporation laws of the various
States and the evils incident to the practice of forming laws so that the State shall
receive a maximum of fees and the corporation be subjected to minimum restric-
tions. He regards national control of corporations essential to a reform in the cor-
poration laws.

This latest addition to the admirable ‘ Business Series” in course of publication
by the Messrs. Appleton is a worthy companion of the volumes heretofore issued.



WISCONSIN’S NEW BANKING LAW.

Editor Bankers’ Magazine:

81R : Having read your magazine for some years I did not know but it might be of inter-
est to your readers to have presented to them a synopsis of the banking law passed by the
‘Wisconsin Legislature, and I have given herewith a brief outline of its main features.

The new law i8 a radical change from the old one, duing away entirely with the private
bank and permitting no one to use the word bank in connection with any other business than
that carried on under a State or National charter. Following is a synopsis of the law:

Heretofore Wisconsin laws have caused private banks (unincorporated) to be examined
by and to make reports to the Bank Examiner of the State, but from the passage of the present
law, May 18, 1908, private banks are given until S8eptember 1 to incorporate as State or Na-
tional banks, or cease the banking business; the new law providing that ** No person, copart-
nership or corporation engaged in the business of banking in this State, not subject to ex-
amination and the provisions of this act, shull make use of any sign, letter-head, or other
blanks indicating that such banking business is transacted, and it shall be unlawful for any
such person to use the word ‘bank,’ *banking,’ or *banker® with any other business than
that of banking as defined and authorized under the provisions of this act.”

The capital required is not less than $5,000 in towns and villages of less than 1,500 popula-
tion: not less than $10,000 in towns with from 1,500 to 3,500 ; not less than $20,000 in cities hav-
from 8,500 to 5,000 inhabitants ; not less than $30,000 in cities of from 5,000 to 10,000, and not
less than $50,000 in cities of more than 10,000 inhabitants, an exception being made of any in-
corporated State bank now in existence.

Reports to Examiner shall be not less than five per year, and at such dates as may be called
- for by the Bank Examiner.

Section 24 provides any bank may place its affairs and assets under the control of the Com-
missioner of Banking by posting notice on its front door: * This bank is in the hands of the
Commissioner of Banking,” and immediately on posting such notice all assets and property
of such bank passes into possession of the Commissionerand acts as a bar to any attachment
proceedings, and for each day the bank remains in the possession of the Commissioner he
shall be paid ten dollars. This section is interpreted as a safety provision in case of an unex-
pected run on a bank, thus giving the officers time to convert securities into cash with which
to meet the demands of depositors, the doors being opened at any time when the stockhold-
ers and the Commissioner desire to do so.

A reserve 18 required to be kept at all times, of fifteen per cent. of total deposits; such
part of this sum as the directors may desire can be kept with other banks approved by the
Examiner as “ reserve banks,” except that any bank designated as a ** reserve bank ' shall
keep a reserve of twenty-five per cent. of its total deposits, either in cash or in banks, subject
to approval by the Fixaminer.

The amount which may be borrowed by one firm is llmited to thirty per cent. of the com-
bined capital and surpius of the bank, with an exception made for bills of exchange and
commercial paper actually owned by the borrowing firm, and a further provision that by a
two-thirds vote of the directors the liabilities of a irm may be increased to a sum not
exceeding the amount of capital and surplus of the bank upon approved securities.

Loans to officers, directors or employees are to be made only by vote of the directors, or
upon satisfactory endorsement or security.

Loans upon real estate are confined to Wisconsin and adjoining S8tates, and limited to an
aggregate amount not in excess of fifty per cent. of the bank’s capital, surplus and deposits,

Rediscounts are permitted. but the amount of collateral security given for money bor-
rowed cannot be more than double the amount borrowed.

A surplus fund must be created by carrying to such fund not less than ten per cent. of
the net earnings before any dividend may be declared, such surplus fund to be increased
until it shall amount to twenty per cent. of the capital of the bank, at which point it must
be main