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Castle Garden, expenses of, 175.
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“ fogged, recovery of money paid on,

5.
" ;\%tional banks and Internal Rev-
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unstamped, search for, 3&
unstamped, right to search for, il-
legal, 77, 319.

Checks to emigration, 68g.

Cheque Bank, I.ondon, 271, 664, 744.

Chevalier, M., on the labor question, 33.

Chicago, banks and bankers of, 242, 404,
574, 577, 667, 735, 825, 903, 904,

907, 9o8.

" }_)a_ln reform in, 2237 848

“ ailures in, 404, 667, 848, 9o4.
Child & Co., London“.ogisto of, 4%4
Chili, exports and imports of, 200.
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Chronometer locks, 74‘1;), 744. ,
Cincinnati, banks and anrers of, 238, 575,
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reasury Depart-
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Circulation of t11e Bank of France, 36a.
“ Prussia, 351,
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Circulars, official, of
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” of German banks, 314.
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Circulation of National banks and legal-
tender notes, 83, 139.
- outstandmg. of Nation' 1banks,
5, 406, 488, 671, 751 832.
. in the several States,
519
retired, 519.
Circulaung notes of National banks re-
deemed and destroyed, 516.
Circulation, our paper money, 81, 817.
Clearing-House, London, ) T. McCulloch
on, 10.
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- ~  country bank, legality of,

House of%oston, oII.

« » Cleveland,
- " Kansas Ci
- o London, 202 5348-4’
. v Louisville, 66a.
. . I“Jowell(,) .
. “ New Orleans, aggre-
hfate business of, 54
- ~ ew York, 77, 334, 397,
- a E?hxladelptna. a g re-
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9I1.
- " San Francisco, 741.
. Worcester, 334.

methods at home and abroad, 10.
Cleveland Clearing-House Assocmtion,

Coal, uction of 408, g8s.

Coe, Mr. Geo;ge ., on the financial his-
tory of the war, 5

Coin, amount of gold an silver in use as,

457-
» received for customs in New York,
80, 584.
Coinage, Congresst%nallegnslauonon,m
German, 581
silver, Albert Gallatin on, 214.
token,

Unitedagts;:tes. in June, 78
weight and fineness of,

L I N B Y

Collateral sgg:su-ity, warehouse reeenpts as, |

- unusual, 159.
Collectmgbanks r&sponsnbthty of, 667.
¢  impositions on, g8o.
Conecuons pagable ata failmg bank, 6s1.

rotest,"’ ?90
Collins. Mr on political economy,

Colomdo banks and bankers of, 333, 402,
576. 745, 827, 899.
” failures in, 88, 600, 848.
” murder of Mr. ]aoob Snider in,
153.
7 progress in, 60s,
Columbia, S. C., suspension of Bank and

Trust Com y of, 154.
Commerce and the gan Canal, 269.

- of Austna,

- foreign,-of Russm.,

- a of the U d States,

739-
Commercial failures and their indications,

7-
See FAILURES.

- "

Commercial Loan Company of Chicago,
suspension of, 574.
Commissioners, minin, mportsof 797.
" of Emigration, report of,

" of7l§m1grauon. operations
of, 854.
Committee on Foreign Loans, report of,

Compan;ogmnanon in Austria, 787.
Companson of failures, 849.

of three years’ failures,
Compmuve depreciation of bank issues.

4!

” prfge of gold, 167.
Comptroller of the Currency, report of, 517.
Condition, financial, of United States rail-

roads, 1
" of New York State savings

Confederate cun'enca;. contracts in, 478.
Conflict, the usury, 398
Conflicting decisions, 398.
Congress and Continental money, 528.

" ~ resumption, 583, 585.

. act of, on silver, goo.

“ bank stockholders in, 988.

" power of, to coin money, 953.
Connecticut, banks 6:7110:1 bagkers in, 157,

, 745, 825, 899.
ﬁu ures in, 88, g%
new holiday law, 153
railroad g in, 605.
savings banks in, g4.
taxation in, 9ar.
Consohdauon of Canadian banks, 156.
the National banks, 199..
ConstitutIoP of Texas, the new, n:zg
Commenta Europe, lropulau' b of, 17.
money, reciation 05f285’7
" ‘erson on, 528.

Contncts in Confedera(e currency, 478.

“ stock, 819.
Contmctlon of paper money, 82, 752, 914.

the currency, ‘does it destroy
capital? 8s0.

Convention of bank officers and bankers,

67, 146.
“ of the!?‘? ational Board of Trade,

ikl!ﬁ

71.
Convertible bond and currency' scheme,
371.
currency, a voice for, 89o.
Co—operanve Credit Bank of London, 824.
Copper, production of, in Europe, 408.
Corporate authority, himitations of, 658.
Correspondents, inquiries of, 60, 395, 651,

Counterfeit seven-thirty bonds, alleged,

Counter?ene'rs, assoclatlon of, 156.
Counterfeits, new, 479, g
Country bank cleanng. Sir fo n Lubbock
on, II.
a » clearing-houses, legality of,

Country checks, ?'ules for clearing of, 12.

County bonds, 572,
Court of Appeais N?aryland 230, 8ga
Court of A s, New York, 222

Crawford, William H., Secremry.'sna
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Credit, banking and industrial, 17.

N ks, organization of, 210.

capital and real estate, 423.
company, a land, g>°3

crisis in England, Bonamy Price on,

205.

Foncier of London, 326.

» Mobilier, The, and the Philippant
panic, o4.

» our National, Mr. McCulloch on,

LI ]

L]

3
” 3stem and real estate, 263.
Criminals, nativity of, 770.
Crisis, English credit, Bonamy Price on,

208.
n  of 187;8 and Austrian paper money,
711, 78s.
Crops, cereal, of the world, 172.

Crossed checks, 632.
Crump,y Arthur (of London), on stock

- gambling, 758.
Currency, Confeﬁemte. contracts in, 478.

" contraction of, 9]1.

” contraction, does it destroy cap-
ital ? 850.

” deficiency of, 752.

" International banking and, s50.

. schems;:nd convertible bonds,

1, 8g0.

» e greenback, and Mr. Spaul-

ding, 438.

" the printing of, 773.
Customs receil;ts in gold, :63. 514, 584.

Daily I;rex;ium on Gold at N:BY
or . 150, 240, 331, 403, 484,
’7;45,53?232.40 331, 403,

79, 666, .
Dakota, ianks and bankers in, 402, 899.
«  failures in, 848.
#  railroad progress in, 605.
Dallas, Mr. Secretary, 534, 623.
Dangers of our banking system, 753.
Danube, cereal crops of the, 172.
Days of e in Louisiana, 822.
Deaths of bank officers or bankers, 70, 71,
80, 152, 153, 154, 168, 236, 248, 328,
.7?;8. 488-8 s74§ 35;75”38}00%6!
, 753, 823, 824, 832, 990, .
Debt, French, refunading of the, 45.
funded, changes in, 170, 916.
of Alabama, 821.
Georgia, 662.
Great Britain, 123.
Kentucky, 66z2.
Massachusetts, 663.
New Jersey, 664.
ghio. 64. 664
ennsylvania, 664.
Rhode) Island, 744.
Spain, 71.
the State of New York, 617.
the United States, 160, 317, 475,
- 668, 820, 916, 996.
” unfunded, changes in, 170.
Debts and constitutional restrictions, 546
» National, and the London Stock
Exchange, 671.
»  public, growth of, 671, 934.
Decisions, legal, digest of recent, 8g1.
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Decisions of the U. S. Supreme Court,
463. 478, 559, 565. 582, 674.735.

” reasury, 156.
Decline in emigration, 335
Defalcation in bonds, 238, 401, 743.
Dcfaleatisc:;s of bank officers, 238, 401, 743,

De(aulting;:ailroads. bonds of, in Europe,
5

Defaultin, 'S?:tsas. bonds of, 327.
Defense of the National banking system,

377-
Deficiency of currency, 752.
Deficit in British revenue, 862.
Definition of forgery, 886.
Delaware, banks and bankers in, 825, 899.

” failures in, 88, 600, 848.

» railroad pro, s in, 605.
Delay, effect of, in presenting checks, 142.
Denmark, cereal crops of, 1732. X

" exports of, to Great Britain, 200.

” imports of “ ” 200,
” shipping of, 118, 119.
Deposit of Natu;l:gl bank ggnél;l at Wash-
ington, 246, 406, 488, 671, 751.
Depositorsgtof New #,oﬁﬂéand New Eng-
land savings banks, g:;r
Deposits, bank, should they interest ?
” ew York and New England
savings banks,

. safe and National banks, 222.
” savings bank and our operations,

332.
” special liability for, 664.
" special, Na.tiox’;al banks not lia-
le for, 53.
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MONETARY PANICS AND THE BOARD OF TRADE.

The National Board of Trade, which has recently held its
yearly meeting at Philadelphia, ought by all means to have
taken up the subject of financial panics. These disasters are so
frequent, and inflict such wide-spread 'losses wherever they occur,
that, if they can be. prevented, it behooves our business men to
make the best use for this purpose of their Boards of Trade, their
Chambers of Commerce, and their other like organizations. Were
any incentive needed to stimulate and keep alive the public inter-
est in this subject, we have it in the protracted depression of busi-
ness left us as a legacy by our last panic. There is, moreover, at
this moment, a financial crisis in England, the origin, extent, and
probable effects of which are earnestly watched in this country.

The monetary crisis in London can scarcely be said to have
taken the financial world by surprise. It began with the failure
on the 13th of March of J. C. im Thurm & Co., with $ 10,000,000
of liabilittes. A week later the General South American Banking
Company failed for $ 2,400,000, and Siordet & Co. for $2,000,000.
In April came the failure of Fearon & Co., with large liabilities.
In May the trouble was kept up by the Rio Janeiro panic, which
brought down several financial firms in London and Hamburg.
There was also the Philippart panic in Paris, whose effects were
severely felt both there and in London. On the first of June was
announced the failure of the Aberdare Iron Company, of Sander-
son & Co., with others, amounting to an aggregate of $12,000,000.
Since then the failures have been announced of Alexander Collie
& Co. for $15,000,000; of Robert Benson & Co. for $ 5,000,000,
and of Young, Borthwick & Co. for $12,500,000. Altogether the

failures, great and small, during the period under review are esti-

mated at $ 100,000,000. The London Zimes has attracted a good

deal of public attention to itself during the course of these disas-
x
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ters; it published a war letter which precipitated the Philippart
panic in Paris, and it hastened, when the Aberdare failure occurred,
to declare that the eflects threatened to be as serious as those of
the Overend failure in 1866. For months past, the fact has
been well known that the credit system of England was very much
expanded ; that the iron industry was disorganized by the strikes
of the coal miners and by the falling off in the demand. It was
also known that the industrial forces had ceased which were called
into such violent activity in England by the Franco-German war,
by the displacement and transfer from France to Germany of an
enormous mass of floating capital, by the payment of the indemnity
of five milliards, and by the creation of new securities, national,
industrial and municipal, amounting to more than twice that sum.

One of the questions which are discussed among us with the
most anxiety is, the possibility that the Eunglish epidemic of
failures may spread to this country and prevent our recuperation,
which has been already so slow, from the disasters of the Jay
Cooke panic. Against this supposition it has been argued that
the English and French panics thtis year, and those of last year
in Vienna and Berlin, are to be regarded as the results of the
same great cause which produced the panic of 1873 in this coun-
try. This cause was the displacement of capital effected by the
Franco-Prussian war, above referred to. To this unprecedented
disturbance in the normal movements of capital is said to be due
the inflation which stimulated railway building, and other credit en-
terprises, both here and in Europe, and prepared the way for dis-
asters such as always follow inordinate expansion. Hence arose a

series of explosions all over the commercial world, beginning with -

this country, whose credit machinery is, from various causes, pecu-
liarly sensitive to disturbance. Passing from us, the panic, like a
malignant epidemic, crassed the ocean, struck the chief centers of
commercial life on the continent of Europe, and it has reached, at
last, the chief center, London, which is the financial Clearing-House
of the world. Having thus completed the cycle of movement, the
storm will gradually pass off, having purified the atmosphere of
commercial credits during its disastrous passage through it.

.According to this argument we might seem to be near the end
of the trouble. Every ten years we have been taught by the past
to expect some such financial convulsion. If the present storm has
spent its force, and if it be really the periodical panic itself, and not
a mere harbinger and forerunner of that.decennial event, then we
may look forward to eight or ten years of prosperous activity, in-
dustrial growth, and commercial success. In this activity through-
out the commercial world our own country may expect to share.
Moreover, as we were the first in order who were struck by the
receding wave of disaster, so we may expect to be among the
first to feel the force of the rising tide of recuperation. This
hopeful view of the situation is denied by many persons, who
declare that we shall deceive ourselves if we look for an early
recovery from the disasters of 1873.
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As these questions, with others of like importance about the panic,
are violently agitating the country, it is much to be regretted that
the National Board of Trade did not place the subject of “ Com-
mercial Crises, their Causes, Prevention, and Progress,” upon its
programme. We trust that next year at the annual meeting of
this important body the defect will be remedied, and that mean-
while the various Boards of Trade throughout the country will
busy themselves in collecting facts, statistics, and practical sugges-
tions in regard to our last panic. No subject to which they can
give their attention can surpass this in importance; and no per-
sons in this country are more competent to investigate some
branches of it than the members of the Chambers of Commerce
and Boards of Trade in the various cities of the United States.

MR. McCULLOCH ON OUR NATIONAL CREDIT.

One of the most important questions now before the country is the
lessening of the burden of the debt by funding the principal at four
per cent. Five years ago this work was begun by Mr. Boutwell.
It contemplates the raising of a four per cent. loan in Europe at
par in gold. This project seemed on the eve of accomplishment
when the Franco-Prussian war broke out and postponed success to
-the future. That success appears to be approaching. At least it is
predicted by well-informed authorities. The hinderance has been
that, from temporary and subordinate causes, the European in-
vestor does not appreciate the solid security and substantial value
of our national obligations. We have several times referred to the
low position of our credit abroad, and we have pointed out some
of the reasons why the bonds of the United States do not rank
as high in the scale as those of British India, Canada, Germany,
and some other countries. Mr. Hugh McCulloch in his recent
letters to the Zhbune takes up this question and submits it to an
intelligent, thorough examination. From his past experience in this
country, and his present position in London, Mr. McCulloch has
peculiar qualifications for the task of exploring the truth and com-
municating it to his countrymen His professional work as a
banker throws him into close contact with the capitalists and in-
vestors of Great Britain and of Continental Europe, whose opin-
ions are in question. His statements are also less likely to be
biased than those we are accustomed so often to hear, either from
foreigners, who are liable to be misled by want of knowledge, if
not by prejudice—or from Americans, who after an unsuccessful
foreign visit are apt to take an inordinately gloomy view of the
chances of American Railroad and other securities in Europe.

Mr. McCulloch differs somewhat from both the extreme views
that are prevalent in this country. He does not think the pros-
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pect of a market for American securities in Europe is so bright as
some over-sanguine persons imagine; nor, on the other hand, does
he take a desponding view, although he frankly intimates that
there is reason to fear that a considerable time may even yet elapse
before the confidence of British investors generally can be won;
and he offers several proofs in support of this opinion.

First of all, he says that the numerous defaults made by a num-
ber of States, both years ago and more recently, have injured the
«credit, not only of the defaulting States, but also of the other States
that have never defaulted. He adds that the evil influence has
been reflected and spread so as to reach the National securities,
although the United States has never repudiated a single dollar
of principal or interest, but has twice paid off its whole National
debt. These general views Mr. McCulloch illustrates by referring
to the State of Indiana. The bonds of that State, issued in 1835 for
internal improvements, passed into default in the panic of 1837.
Some years later new bonds were issued for one-half the face of
the old bonds. The other half was secured by the State making
over to the bondholders the canals purchased with their money.
This arrangement gave much satisfaction at the time, and was re-
garded as fair to all parties. Mr. McCulloch, however, takes the
opposite view, He points out the fact that these canals became
worthless soon after they were made over to the bondholders, and
that one chief cause of the loss of value was the construction of
competing railroads, which were built under the authority of the
State. He adds that the compromise was virtually forced on the
creditors by the relations that existed between them and their
debtor, and that there are some of these bondholders who, being
unable or unwilling to compromise, lost everything. Nor have .
they any remedy, for the State is sovereign. It cannot be sued
in the courts, and it is protected by the Federal Government from
being in any manner responsible to the nagion whose citizens held
its bonds. -

How Mr. McCulloch proposes to remedy the evil, he does not
very distinctly state. He expressly says that what ought to be
done is not very clear to his mind; that he s not an adviser, but
wishes merely to tell us what is said in Europe to the injury of
our national credit. The reader will probably agree with us that
this particular evil must be left to time, and that no new arrange-
ment can be attempted with the old creditors of Indiana, or of the
States similarly implicated, without doing a great deal more harm
than good. Mr. McCulloch also refers to the State debt of Vir--
ginia. :

The other great cause of discredit from which American bonds
are suffering in Europe is, according to Mr. McCulloch, the pay-
ment of the interest on the debts of all our States except Massachu-
setts and California in paper instead of in gold. This evil he thinks
would be corrected by the early resumption of specie payments.
But it is hard to see how this. cause can depress the credit of our
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national securities at all. Everybody knows that we pay in gold
both the interest and the principal of our Federal securities. The
very first act of Congress after Mr. McCulloch left the Treasury,
was to renew, with the most solemn sanctions, the promise by
which the nation had previously bound itself to pay both the
interest and the principal of the National debt in coin. If, then,
Mr. McCulloch’s statement is correct, and he has told us what are
the chief forces which militate against the credit of the United
States in Europe, the negotiation of our long four per cent. funding
loan ought very soon to be completed.

~

REPORT OF THE CREDIT FONCIER OF FRANCE.

.The annual report of the Crédit Foncier of France has just
been issued. It throws light upon several points of importance in
the industrial and financial condition of the French people. In
the first place it shows that real estate is recovering from the blow
inflicted on it by the war. During the year ending 31st December
the loans on bond and mortgage amounted to $6,514,793, against
$2,663,093 in the year 1873. This shows a considerable increase
of business during the year, though the amount even now is far
below the average yearly transactions before the war. As to the
mortgages paid off, which in 1873 amounted to $7,700,833, they
were in 1874 no more than $6,343,827. Thus there is an improve-
ment on both sides, inasmuch as the Company were able last year
to lend a little more than was paid off to them from old loans,
while in the year before they were not able to put out again, on
approved mortgages, more than one-third of the money falling in
and paid off from the old mortgages. The total of the mortgage
loans made by the Crddit Foncier since it began business now
reaches the aggregate of $239,030,814, of which $73,679,667
have been paid out, so that the outstanding aggregate of mortgage
loans is reduced to $165,351,177; besides which, the short loans
amount to nearly $9,000,000, so that the total of mortgage loans
is $174,067,833. Besides this aggregate of mortgages on private
property, the Company has made 25 loans to the Governments of
the Commune. These municipal loans amount to $2,712,904.
Among them are two loans to Chambers of Commerce. The
largest is for $ 1,400,000 to the Chamber of Commerce at Havre

to complete the work of enlarging the port of that city. The

other loan referred to was for $754,000 to the Chamber of Com-
merce at Honfleur, to construct in that city a receiving basin, with
its warehouses and other needful works. Since 6th July, 1860,
when these Commune loans were first authorized by law, their
aggregate has reached $153,890,216. Of this sum $ 55,880,639
have been repaid, leaving a balance outstanding of $98,009,577.
Of this aggregate of Communal loans, the City of Paris owes the
Company no less than $63,682,444, and the Department of the
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Seine owes $1,201,076. During the year 1874 another large loan
was negotiated for $13,000,000. This sum has been borrowed
from the Company by the five Departments of the East, who
have obtained legislation to allow them to unite together in a
syndicate for the construction of canals and other works four hun-
dred miles long, to supply the place of the railways ceded to
Germany in Alsace-Lorraine. No part of this money has yet been
paid out by the Company, who have engaged to supply it as the
works proceed. The five Departments are Ardennes, Meuse,
Muerthe-et-Moselle, Vosges, Haute-Saone. ’ :

Another branch of the business of the Company is that of
receiving deposits like a Bank. The rate of interest paid on cur-
rent accounts was 3 per cent. from 1st January to sth June, 214
per cent. from 6th June to 14th July, and 2 per cent. from 1sth
July to 31st December. The aggregate of the deposits and repay-
ments for the year- 1874 was $83,703,427. The number -of
accounts is 9,899. The number of checks paid was 47,650, and
their amount was $39,783,064. The aggregate deposits, which
amounted 3ist January, 1873, to $9,707,681, was $ 13,209,658
315t December, 1874, and had further risen to $15,088,395 24th
April, 1875. The obligations or bonds of the Company in the
hands of the public amount to $172,384,013, and its Communal
bonds to $82,594,211. The total is 260,978,224; of which
$95,381,860 are registered bonds. The expenses of the year
amounted to $469,352, against $464,517 in 1873. The taxes of
the year 1874 amounted to $59,483, to which must be added the
tax on the transfer of securities, the income tax, and other new
imposts, $ 754,083. Thus the total taxation set down in the report
as contributed to the National Treasury by the Company and its
bondholders is $8:3,567. The net profits of the year 1874
amount to $1,400,522, which allows a dividend of about 1§ per
cent. per annum, besides adding $92,052 to the surplus, which
now amounts to $ 4,398,258.

We take the foregoing facts from the official report presented at
the annual meeting of 27th April, 1875. It will be seen that two
circumstances have tended to retard the growth of the business of
the Company. First, the disasters of the war, which have dimin-
ished the movement of real estate in France, and, secondly, the
tax burdens imposed on the bonds of the Company. This tax
consists of various parts, one of the most galling of which is the
income tax of three per cent. on the interest of all bonds secured
. by mortgage on real estate. This tax cost the Company, in 1874,
the sum of 1,221,409 francs, or $244,282. It is the first time in
the fiscal history of France that such a tax as this has been
resorted to, and efforts are making, with some prospect of success,
to obtain its repeal. In 1848 the Constituent Assembly proposed
to impose such a tax, but the project was abandoned after a full
discussion. A similar attempt had the same result some time ago
in the National Assembly. Its opponents argued with success that
nothing was more important, or more conducive. to the material
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growth of any commercial and agricultural country, than that the
Legislature should abstain from all measures tending to check the
flow of capital into real estate investments.

Another point that will attract notice is the large proportion of
the mortgages of the Crédit Foncier which are in the City of Paris.
It was affirmed that the Company was used as an instrument for
Hausmannizing Paris. With how much of solid judgment the
mvestments in Paris have been selected the future will prove. Up
to the present time there is nothing, we believe, to confirm the
charges that have been insinuated against the sound judgment and
good faith of the Company. If this is so in regard to the loans
m the City of Paris, much more is it so as to the loans made in
the country. The report declares that, under the influence of the
Crédit Foncier, foreclosures have been more rare than in former
times, and that the security which is given to the borrower by the
long loans of the Company is enhanced by the circumstance that
these loans are paid off by annuities, and that the principal is
always payable at the option of the borrower, but never claimable
by the lender, while the burden of the debt is always diminishing
by the steady, continual progress of the sinking fund. ¢ This
single advantage of a guarantee against a demand for the princi-

. pal at a time when it might be, from a financial crisis or some
other cause, impossible to procure another loan elsewhere,” says
the report, “constitutes the Crédit Fomcier a protection and an
inestimable advantage to the country. It has saved the patrimony
of many families, and it has averted numerous troubles.” The
Company claims to have been, with its system of loans, a rampart
and a safeguard to the owners of real estate, and to have enabled
this important class of the community to pass in safety the most
severe trials and monetary panics without suffering as in former
epochs of the same sort. We have omitted several points of inter-
est in the report before us, but enough has been said to illustrate
certain aspects of the material growth of France since the war,
and to show in what way well-managed institutions like the Crédit
Foncier are contributing to that growth, and are capable of being,
with suitable modifications, adopted in this country.

THE POPULAR BANKS OF CONTINENTAL EUROPE.

An important part has been played by the popular Banks in
the matenal progress of Europe during the last quarter of a cen-
tury. In this country the mechanism by which these institutions
are carried on is almost unknown. The necessity for their aid is
also lessened in consequence, partly of the extraordinary develop-
ment of our savings institutions, and partly of the multiplication of
our Banks of discount, which are relatively more numerous than
in Europe. In England, for different reasons, the popular Bank
system has never made much progress, although some efforts have
been made to introduce it. At the present time there are, we
bdelieve, one or two of the popular Banks in London. From the
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report of Mr. Schulze-Delitzsch, it appears that in Germany, Austria
and Luxemburg there are not less than 2,409 popular Banks, of
which 834 are connected with the central institution at Potsdam,
and have mdde their report to that Bank. These 834 Banks in
January, 1874, had 399,741 members. Their capital, including
surplus, was $19,144,860, ar an average of $50 for each member.
Their deposits were $70,065,085. For the year 1873 the aggre-
gate transactions of these Banks were $514,642,655, which yielded
a net profit of $1,548,310. These Banks are founded on the prin-
ciple of unlimited liability, each member being responsible to the
extent of all his property for the debts of the Bank.

In Russia the system of popular Banks has been recently intro-
duced, and more than 200 of these institutions are in successful
operation. The first was established in 1866, in the Department
of Kostroma, by a great landed proprietor, M. Zouguinmnn, who
supplied it with money to begin business with. Many of these
Banks, that have been lately founded, have received aid from the
elective municipalities recently set up in Russia, which have the
legal right to borrow and lend money. The progress of the new
Banks was at first slow. The ignorant peasants had but just been
emancipated, and, being well-to-do and jealous of their new free-
dom, they mistrusted that the new Banks were a contrivance
invented by the nobles to re-establish slavery. An association was
organized, by the efforts of Prince Vassiltchisoff, to combat this
prejudice by means of public meetings. This expedient was suc-
cessful. In 1872, six years after the experiment was first made,
there were in Russia ror popular Banks, having 10,403 members
and a general capital of 188,000 roubles, or $150,400. The depo-
sits reached the aggregate of 309,469 roubles, or $247,555. The
loans advanced to the members during 1872 amounted to 1,100,000
roubles, or $880,000, and the profits to 43,127 roubles, or $34,521.
The rate of interest at which these popular Banks lend is, on the
average, 12 per cent. This rate in other countries may seem high,
but it is not so in Russia, where the interest charged on loans to
the peasantry is sometimes as much as 100 per cent. In Russia
the popular Banks seem to be making more rapid progress just.
now than anywhere else in Europe, except, perhaps, in Italy. In
January, 1874, the Italian popular Banks were 133, and their
condition was reported to be very prosperous. Their capital
was $12,671,293, their deposits $34,295,131, and their surplus

3,611,703. Their profits for the year 1873 amounted to
2,096,069.

For most of the foregoing facts we are indebted to M. Charles.
M. Limousin, whose essay in the Journal des Economistes for May
gives an account of the Banks in their relations to the co-opera-
tive movement in Europe. He says that the success of the
popular Banks in Germany, Italy and Russia, and their want of
success in England and France, are due chiefly to one general
cause. These Banks are suited to a certain plane of social and
industrial development, from which France and England have
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nsen. In towns and country districts where the people know one
another very well, as m the little cities of Germany, it is easy to

construct with discrimination associations whose members can be |

responsible for one another. Already in Italy, where civilization is
advanced, the popular Banks have had to adopt the principle of
limited liabiity. In certain towns of England or France the
system might be applicable; but at London or Paris, at Manchester
or Lyons, or in any city where men, though they elbow one
another every day, know nothing about each other’s business,,
credit societies of unlimited mutual responsibility are difficult to
sustain, if not impossible. Hence it is that in the progress of
popular Banks Russia offers of late better results than Germany.
For the German Empire is emerging very rapidly from that stage:
of social and industrial growth in which it was pricr to the war,
and is advancing into a higher plane of development, to which
this form of credit organization was less adapted.

In Russia, on the contrary, the peasants who are associated as.
members of popular Banks are well acquainted with each other’s
position, and are therefore able to appreciate the value of the
reasons assigned in support of an application for a loan, and to
estimate the security which the applicant has to offer. This in-
ferior development of the industrial organism, which is so favora-
ble to the success of the popular Banks, has its evils; but they
are attended with obvious compensatory benefits.

In these views there is considerable plausibility. Still M.
Limousin appears to us to argue as if the popular Banking system
were incapable of modification, and could not be liberated from the
mechanism of unlimited liability, which unfits it for large commu-
nities where people do not know each other. But this 1s an error.
The Italian Banks have already cut loose from this obstructive
mechanism, and their success is manifestly the result of the reform.
If a like improvement could be adopted in Germany, a new im-
pulse would no doubt be given to the popular Banking system,
which would thus be raised to the level of the new Impenal in-
stitutions with their spirit of enterprise, progress, and industrial
organization. There is another aspect in which the popular Banks.
may be regarded. They put capital within the reach of skillful,
steady, and frugal mechanics. They thus facilitate the rise of these.
men from the ranks of journeymen, and their promotion to the
ranks of masters and employers of labor. The tendency of
modern credit organizations has been to check this promotion, by
facilitating the concentration of capital in large masses. Under
proper conditions the popular Banks are capable of supplying an
antidote to this industrial evil. If the Workingmen’s Unions had
devoted part of their large funds during the last half century to
the establishment in Europe of popular Banks on an enlightened
system adapted to the spint of the age, and to the wants of each
country, some of the difficulties which surround the questions at
issue between mechanics and their employers would long ago have
disappeared.
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CLEARING METHODS AT HOME AND ABROAD.

Modern commerce, as we lately showed, gains by the Clearing-
House four advantages. First, a saving of time in making the
exchanges. Secondly, a saving of the nsk of carrying large sums
of money through the streets. Thirdly, a saving of liability to
error in counting such heavy sums in cash. Lastly, a saving of
loss from counterfeits. Besides these economies there is the sav-
ing of currency, and other benefits of a more general character.
These are discussed by Mr. J. R. McCulloch, in his Commercial
Dictionary, who has given a good account of the methods, the
functions and success of the London Clearing-House. He describes

the system of clearing as it was carried on in that institution.

twenty years ago, as follows:

“ By far the largest proportion both of the inland bills in circu-
lation in the country, and also of the foreign bills drawn upon
Great Britain, are made payable in London—the grand focus to
which all the pecuniary transactions of the Empire are ultimately
brought to be adjusted. And in order still further to economize
the use of money, the principal bankers of the metropolis are in
the habit of sending a clerk each day to the Clearing-House in
- Lombard street, who carries with him the various bills in the pos-
session of his house that are drawn upon other bankers, and, hav-
ing exchanged them for the bills in the possession of those others
that are drawn upon his constituents, the balance on the one side
or the other is paid in cash or Bank of England notes. By this
contrivance the bankers of London are enabled to settle trans-
actions to the extent of several millions a day, by the employment
of not more, at an average, than £ 200,000 to £ 300,000 of cash
or bank-notes. In consequence of the facilities afforded by the in-
tervention of bankers for the settlement of pecuniary transactions, the
money required to conduct the business of an extensive country is re-
duced to a trifle only, compared with what it would otherwise be.
It is not, indeed, possible to form any very accurate estimate of the
total saving that is thus effected; but, supposing that fifty or sli:;tiy
millions of gold and silver and bank-notes are at present required,
notwithstanding all the devices that have been resorted to for
economizing money for the circulation of Great Britain, it may,
one should think, be fairly concluded that two hundred millions
would, at the very least, have been required to transact an equal
amount of business but for those devices. If this statement be
nearly accurate, and there are good grounds for thinking that it is
rather under than over-rated, it strikingly exhibits the vast impor-
tance of banking in a public point of view. By its means fifty or
sixty millions are rendered capable of performing the same func-
tions, and in an infinitely more commodious manner, that would
otherwise have required four times that sum; and, supposing that
twenty or thirty millions are employed by the bankers as a capital

. 1
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in their establishments, no less than 120 or 130 millions sterling
will be altogether disengaged, or cease to be employed as an
instrument of circulation, and made available for employment in
agriculture, manufactures, and commerce.”

Since the Bank of England joined the Clearing-House in 1864,
the method of clearing has been substantially as follows, some few
changes having now and then been introduced: Every business day,
at half-past ten, a clerk from each bank arrives at the Clearing-House
in Lombard street, and delivers an envelope to each of the clerks
whom he finds there, receiving from each a similar parcel in return.
These envelopes contain the bills and checks which each bank holds
against the others. When these bundles of obligations have thus
changed hands between him and his fellows, our clerk goes to his
own bank. He retums at half-past two, and repeats the same pro-
cess of exchange, after which he leaves the Clearing-House until
a quarter to five, when the business closes and the accounts are
made up. If any bank refuses to honor the drafts upon it, it must
do so before 4.55 P. M.; otherwise it is held to have made itself
liable on them to the Clearing-House. Each bank keeps an ac-
count at the Bank of England, and the Inspectors of the Clearing-
House also keep one. The latter officials, with their clerks, make
up the accounts between each bank, and the difference is entered
in the balance-sheet, a copy of which is delivered to the clerk,
who takes it, and returns for the third time to his own bank. The
balance reported on this duplicate, whether debtor or creditor, is
paid to or received from the Clearing-House. Formerly, it was
settled by payment from the debtor to the creditor banks; now,
as we have said, the Clearing-House pays and receives these bal-
ances, and its account with the Bank of England was opened for
this purpose. The differences are paid by means of a species of
checks called transfer tickets, which are of two colors, white and
green—the former showing that the bank is debtor, and has to pay
a balance to the Clearing-House, and the latter showing that the
bank has to receive a balance, and is creditor. These checks are
signed by the cashier or other appointed officer of the bank. No
money is used in the settlements, which do not seem to be so pre-
cisely adjusted as are those of our New York Clearing-House. In
London the whole business of each day is cleared in the same day.

In the article on Clearing Methods last month, we referred to
the Country Clearing-House at London, and we promised to
present our readers with some account of that institution as
described by Sir John Lubbock, to whom chiefly it owes its
organization. The following is Sir John Lubbock’s essay; it was
read in 1865 before the London Statistical Society, and appears
in their Journal, Vol. xxviii, pp. 364-371.

SIR JOHN LUBBOCK ON THE COUNTRY CLEARING.

The last important change which has taken place in the busi-
ness of the Clearing-House at London, is the establishment of the
system which is technically known as the country clearing. A
country banker receiving from his customer checks on other banks
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in the same town, presents them over the counter for payment in
the ordinary manner. It is evident, however, that this method of’
collection can only be practiced as between bankers carrying on
their -business in the same town. The system of collection as
regards other checks was, until lately, as follows: The country
banker, A, receiving a check drawn on another country banker,.
B, sent the check by post direct to B. B then requested C, his
banker in London, to pay the amount to D, the London cor--
respondent of A.

In the year 1858, however, it occurred to some of the country
bankers that this system was unnecessarily complicated and
laborious, and that it might be simplified by the establishment of”
a central office in London for the special purpose of clearing
country checks. With this object in view, a meeting of country
bankers was held on the 29th of September, and a committee was
appointed of which the Hon. Alexander Leslie Melville, of the
Lincoln Bank, was chairman, while Mr. William Gillett, with
whom more particularly, I believe, the idea had originated, acted
as secretary.

This Committee placed themselves in communication with, and
requested the co-operation of, the London bankers, who held a
meeting at the Clearing-House on the 12th of October, to take
the matter into consideration. It was resolved that we should
give the country bankers all the assistance in our power, and
with this object a sub-committee, consisting of Mr. Glyn, Mr.
Bevan, Mr. Loyd, and Mr. Smith, was appointed to confer with
the committee of the country bankers."

On reflection, it appeared to me that the system proposed by
Mr. Gillett, though an improvement on the present system, was.
by no means the best that could be devised, inasmuch as it would
necessitate the organization of a large and entirely new establish-
ment, the appointment of one or two experienced and responsible.
managers, a considerable staff of skilled clerks, and the use of a
large office, all of which would have entailed a considerable ex-
pense on the country banks. Moreover, every London. banker
knows that the operations of clearing require so much accuracy
and quickness that we never think of intrusting the operation to
any but experienced and skillful hands. The London bankers, on
the contrary, had, in my opinion, the means of giving the country
bankers all the facilities they required without any great additional
labor or expense, and I endeavored to point out in the following
paper the manner in which, as it seemed to me, this might be
effected :

RULES FOR THE CONDUCT OF A CLEARING OF COUNTRY CHECKS IN LONDON.

I. A clearing to be held in the middle of each day for the interchange,
among the London bankers, of checks on their correspondent in the country,
placed in their hands for collection.

2. Each London banker to remit for collection to his country correspondent
the checks drawn upon them, saying, “Please say if we may debit you for
checks inclosed.”
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3 Country bankers wishing to avail themselves of this clearing, to remit
their country checks to their own London agent, to stamp across them their
own name and address, and that of their London agent.

4 Any country bank not intending to pay a check sent to it for collection,
to return it direct to the country bank, if any, whose name and address is
stamped across it.

5. Each country banker to write by return of post to its London agent in
reply. “We credit you (£ 5,000 for checks forwarded to us for collection in
yours of ist January.” ~Adding. in case of non-payment of any such checks,
“having deducted £ 100 for check returned to Messrs. Smith & Co., at Stock-

port, and £ 500 returned to Messrs Jones & Co., at Birmingham.”

Of course it would not be expected that the London bankers
should undertake so great a responsibility without much reflection.
I had to call at every bank, at most of them several times, and
explain fully the exact manner in which I proposed to carry out
the system. One great objection was, that, under the old plan, a
single banker’s payment corresponded to several checks. Indeed,
some of the country bankers, between whose customers there were
frequent transactions, used to transmit the checks on one another
daily, paying the difference only once or twice a week. In these
cases, of course, a large additional amount of labor and responsi-
bility would be thrown on the London banker by the new system.
We had in London means of ascertaining the proportion which
the payment bore to the checks, and I applied, therefore, to Mr.
Moilliet, of Birmingham, who kindly made an average for me, from
which it appeared that there were about 21/ checks for each pay-
ment. That is to say, for each one hundred checks which they
took in a day’s work, they would have to write forty letters, and
we should receive forty payments on their account. The propor-
tion would, no doubt, differ greatly in different banks; the small
country banks, which only take a few checks in a day, would
probably show an approximation to equality between the checks
and payments. Agamn, banks which are situated on the sea-side
might be expected to show a smaller proportion of payments as
compared with checks. Birmingham, however, is in a central situ-
ation, and, on the whole, it was felt that Mr. Moilliet’s experience
gave, in all probability, a fair average.

It is unnecessary for me to trouble the Statistical Society with
any detailed description of the actual manner in which I proposed
to deal with the country checks; it will be sufficient to state that,
having under the present system the check itself before us, while
under the old one we had, as it were, to create a new check,
it became evident to me that it would involve little more writing
to pass two checks through our books under the new system than
to make one payment under the old one. While, however, it was
easy for me to satisfy myself that this would be the case under
our system of book-keeping, it was not so easy to convince other
bankers that the same would hold good under theirs. 1t is a
remarkable thing how very much the different London banks

differ in their respective systems of book-keeping. When a bank is
small, and the transactions are few, it is comparatively immaterial
what system is adopted; and when a business has grown to a

.
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large size, it is very difficult to make a change. Again, even when
similar books are in use in different banks, they as often as not
bear different names, and again the same names are applied to
very different books.

For these and similar reasons it was very difficult for me to
convince my brother bankers that it would be possible for us to
meet the wishes of the country banks and afford them the advan-
tages they desired, without taking upon ourselves a more than
equivalent amount of labcr. It was, however, felt to be very
desirable that the system should be adopted if possible, and it
was, of course, evident that it could not be efficiently carried out
except with the cordial co-operation of all the principal Clearing-
Banks. I was, therefore, requested by the Committee of Bankers
to meet the principal clerks of the different houses, and lay before
them the details of the manner in which I thought that we might

out the wishes of the country bankers, without entailing any
additional labors on ourselves.

At this meeting, which took place shortly afterward, a report
was unanimously agreed to, in which the system as suggested by
me was recommended for adoption. This report was read to the
London bankers, and, afler the sub-committee appointed for that
purpose had conferred with the sub-committee of country bankers,
1t was resolved that the papers furnished by Mr. Lubbock, entitled
“ Rules for the Conduct of Clearing Country Checks,” be adopted,
and it be recommended that a copy of this paper be sent by each
London banker to their country correspondents. At the same time
it was resolved to commence the new system on the 23d of
November, which was accordingly done, and a large number of
country banks at once availed themselves of it.

Very little consideration is required to see that the London
bankers herein undertook an operation of a very novel and deli-
cate character. In the first place, we had to agree our balances
among ourselves on one day, and settle them two days after on
the return of post. It is evident that the system could not be
successfully worked if it were not for the great regularity in the
postal communications. So admirable, however, are the arrange-
ments of the post-office, and of the various railways, that we have
experienced lttle difficulty on this score. Again, it must be
remembered that the checks had to be sorted, not according to the
banks on which they were drawn, but according to the London
correspondents of these banks. Another practical difficulty with
which we had to contend was, that some country banks were
in the habit of charging commissions; although the majority of
country bankers paid in full all checks drawn upon them, there
were some large establishments whose custom was to deduct a
small percentage. The amounts thus retained were indeed trifling,
probably on an average not exceeding a shilling each,—still in the
aggregate they reached a considerable sum, and the manager of one
large country joint-stock bank informed me that in the case of his
own bank they came to [f6oo a year. The country banks which
had been in the habit of charging these commissions were naturally
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loth to abandon a source of profit which required no outlay of
capital, and involved no risk of loss; and, in some cases, it was
only by insisting that all checks should either be paid in full or
returned to the holders, that the system was broken through. The
greater number, however, of the banks which had until that time
charged these commissions, voluntarily, and very considerately,
ceased to do so when it was pointed out to them how much
inconvenience was caused by the practice. In fact, the only way
in which we could treat the Commission was by passing fresh
entries through all our books for each of them, thus practically
doubling the work.

It was, of course, evident that the proposed system, though
much safer, and in many ways more convenient, than the old one,
involved in many cases a certain loss of time. It was indeed a
well-established rule, that a banker is not bound to present a
check for payment the same day he receives it; that he may pre-
sent it at any time during banking hours on the following day;
and that a check drawn on a banker at a distance is legally
regarded as presented when it is posted. Under these circum-
stances, it was evident that the country bankers had a perfect right
to send their checks through London, if it was found more con-
venient to do so. Nevertheless the country bankers’ committee
thought it prudent, in order to place the question beyond dispute,
to draw up the following case and submit it to Sir Fitzroy Kelly,
who was then Attorney-General, Mr. Wilde, Q. C,, and Mr.
Braithwaite. Since this opinion was given, the question has been
decided by an action brought against Messrs. Henty & Co., of
Worthing. The case was decided in their favor, and the legality
of the country clearing thus finally established. The opinion of
these legal authorities is given below. I regret that it is not in
my power to give the Society any statistics as to the number or
amount of the checks which pass daily through the country clear-
ing. The system has, however, been adopted by the great major-
ity of country banks, and, by having rendered country checks
much more negotiable than was previously the case, has been a
great boon to the country.

OPINION OF SIR FITZROY KELLY, AND OTHER COUNSEL, AS TO THE
LEGAL STATUS OF THE COUNTRY BANK CLEARING-HOUSE.

Case.—Your opinion is requested: 1. Whether country bankers,
receiving in the course of business checks on other country bank-
ers, will be warranted in transmitting them for collection to such
a central Clearing-House as is described above and proposed to be
established ? 2. If it be considered that banks so remitting checks
for collection will be guilty of laches, whether any difficulty on
this point may not be obviated by affixing in each customer’s
pass-book a notice in writing of the course of business adopted
for the presentment of country bankers’ checks, or whether the
checks themselves may not be made presentable through the
Clearing-House, or whether any and what other course should be
taken by the country banks to protect themselves from loss on
score of laches? 3. Whether the establishment of such a central
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Clearing-House in London, to which country checks may be
remitted by the country bankers, for the purpose of receiving pay-
ment, would be a course of business which, if generally adopted
by the country bankers, would become binding upon their cus-
tomers ?

OriNiON.—We have considered the foregoing case, and are of
opinion : L

First—That country bankers receiving, in the course of business,
checks on other country bankers, will be warranted in transmitting
them for collection to such a central Clearing-House as is pro-
posed to be established wupon the basis above stated, in all cases
where the bank transmitting checks to such central Clearing-
House is within such a distance from London as to admit of the
checks so transmitted being posted from London to the respective
banks upon which they are drawn, on the day next after such
checks are first received by the transmitting bank. The rule is
well settled, that the holder of a check may present it at any time
during banking hours on the day after he receives it, and we
apprehend it to be clear, that where the holder and the bankers
on whom the check is drawn reside in different places, a check posted
the day after it is received to the bankers on whom it is drawn
would be considered in point of law as presented in due time,
though not in fact actually delivered to such bankers on that day.
In cases so circumstanced the act of forwarding the check by the
general post is, as regards the question of time, equivalent to pre-
sentation. This being so, the proposed arrangement for a Clearing-
House for country checks would not, in the case of bankers
residing within the limits above specified, have the effect of inter-
fering with the ordinary rule.

But as regards banks situate at such a distance from London as
not to admit of the checks, transmitted by them to the proposed
Clearing-House, being posted from London to the banks upon
which they are drawn, on the day next after such checks are first
received by the transmitting banks, we are of opinion that they
could not avail themselves of the proposed arrangement, without
incurring the risk of being made liable to the losses which may
arise from the non-payment of such checks on their presentation
or transmission after the time limited by law.

Secondly—As regards -banks lying beyond the requisite distance
from London, we think that the difficulty may be obwviated by giving
to each of their customers distinct notice of the course of business
adopted for the presentment of country bankers’ checks, through
the medium of the proposed Clearing-House. This notice may
probably be most conveniently given, as mentioned in the case,
by means of a printed notice in each customer’s pass-book, but
we do not think that it would be sufficient merely to state upon
the checks that they are presentable through the Clearing-House,
unless it were proved that customers signing such checks clearly
understood the course of business adopted at the Clearing-House,

Thirdy—We do not think that the establishment of the proposed
Clearing-House can create a usage binding on parties not cognisant
of it, at variance with the existing law.
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TRUE AND FALSE NOTIONS ON BANKING AND
INDUSTRIAL CREDIT.

A LECTURE BY M. LOUIS WOLOWSKI.
Translated by Dr. George Marsland.

Credit is assuredly one of the most delicate and important sub-
jects in the domain of political economy and industrial legislation.
You know what a multitude of hopes cluster around the word.
You know that for many minds credit has the power of a
magic ring which might, by some occult agency, change to-mor-
row the condition of a great many people all over the country.
I quite agree with those who think that credit is one of the most
powerful levers which can be set in motion to raise the condition
of the working classes. But for this very reason, and because I
so fully appreciate the benefits that credit is able to confer, I am
all the more anxious to drive away the mists which hide the
truth. In this instrument which we call credit, there is a solid
reality, and a productive force; but, at the same time, it works
an illusion like that of the mirage, which spreads before the eye
of the traveler wonderful cities and fantastic dwellings, at the very
time that he is losing his way in a vast desert of sand.

What is this credit mirage? It is the illusion which makes
men believe in the possibility of changing, by a sudden stroke,
the economic facts that are about them in the world, just as the
scene-shifter’s whistle transforms the stage at the opera. The
mirage is that illusion which confounds true wealth with the sign
or symbol of wealth; which supposes that the precious metals,
gold and silver, are the main-spring of the economic machine,
the essential forces and elements of production. This is about
as absurd as to go to the opposite extreme, and say that gold
and silver are superfluous commodities. These metals have to
play an important part, though a secondary one. We are not to
imagine that by some legerdemain, by some expedients more or
less ingenious, we can make paper play the part of gold and silver,
so as to multiply wealth at will and to open its teeming source
to all who wish to partake. This argument is plausible, but it
lacks support. It starts with the premise, “gold and silver consti-
tute wealth,” and it infers that  whatever takes the place of gold
and silver is wealth.”

But we can, with a few reams of paper passed under a press,
create bank-notes. Nothing is easier than to create in this way
any amount of wealth we like. And we must be very hard-
hearted, indeed, and deaf to the cry of suffering, to be unwilling
to give wealth to all. This is the illusion on which I make war.
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It is a phantom which leads astray every one who follows. it, for
it can yield nothing having the smallest tendency to help the
struggles or to better the lot of the masses of the people.

Let me ask what it is that has the power really to change the
condition of men, whether viewed as individuals or as nations?
Does this power of transformation reside in a mere mechanical
instrument ? Distrust and suspect everything that tempts you to
think that outside of yourselves, separate fronr your own energy
and moral worth, there lies an immense field to subdue. Noj;
Providence has willed that man'’s well-being should be firmly bound
‘to his moral and intellectual growth. The true source of progress,
the real foundation on which alone we can build the future pros-
perity of the working classes, is personal -energy, developed more
and more into intellectual progress and productive power.

What is credit, of which we hear so much? Is it anything
else than the confidence which man inspires in the breast of
another by his intelligence and honesty ? Is it anything else
than a means whereby we succeed in placing at our own disposal,
through the confidence we have merited, other people’s instruments.,
of labor, which they cannot use to so much advantage as we
can? Agam, what is credit in its relation to the questlon of
banks? It is nothing more or less than the means by which the
resources already created, the Yroducts of previous labor saved by
thrift, sacrifice, and forethought, can be put usefully and cheaply
into the hands of men who will be able, by their industry and
skill, to make these savings more productive.

Credit is not a creator of phantom-wealth. Remember the words
uttered by one of, the best friends of working men, who indeed
sprung from their ranks to acquire the highest and purest honors—
Benjamin Franklin. He says: “If a man tells you that you can
make any progress whatever except by toil and thrift, do not listen
to him, his words are poison.” It is by energy, mtellectual or
physical, by labor of body or mind,—and, secondly, by economy
and saving, which sacrifice present pleasure to future security,
or to the well-being of those dear to us,—that you can alone hope
to achieve any success in producing wealth. As for the mechanism,,
more or less ingenious, by which theorists pretend to foster your
hopes, do not trust them. When closely examined, these schemes
resemble the conjuring tricks of the magicians of the middle ages;
whose work vanished the moment the spell was broken. There
are in the spheres of banking and finance two opposite sides,—one
dark, the other luminous. On the dark side thrive magical
devices to create something out of nothing, and to convert credit
into capital. On the contrary 'side we find no such deceptive
arts, and the great object with us all should be to keep on the.
right side, where there is something which is not fanciful or
deceptive, but real, productive and permanent.

Returning to the dispute about bank-notes, we find one party
declaring that the bank-note is capital. This the other party
deny; they say the note is of no real use, because it is not
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capital. Which of these opinions is correct? It seems likely that
neither is wholly “true, for the simple reason that truth seldom
lies in the extremes on either side. The bank-note has its uses.
It aids us much more by what it enables us to avoid than by
what it enables us to produce. A bank-note regarded as an
expedient, by which a given quantity of wealth can be indefinitely
spread out and multiplied, will disappoint expectation. It cannot
absolutely take the place of the precious metals. What, then,
can it do under a system of specie payments, where the notes are
convertible on demand? We answer that the bank-note is com-
petent in a restricted degree—much more restricted than is com-
monly supposed—to supply the place of gold and silver in one of
their functions in the circulation, namely in the work of trans-
porting commodities from hand to hand, so that the exchange of
any sort of products may be equally facilitated. But the precious
metals do pot constitute the whole body of our wealth. They
make up a very small part of it.

In what consist the precise function and work which the
precious metals have to perform in the financial machinery ? This
work may be looked at from two points of view: first, gold and
silver are the acknowledged measure.of value. They are a measure
of value which is the least imperfect, the least unstable, the least
variable that can be had; secondly, they are a means of accu-
mulating products, of facilitating the transactions of business, and
causing them to go on swiftly and with safety. The monetary coin-
age is a marvelous machine of co-operation, by which all the com-
munity unite in the common task of distributing the benefits of
the labor of all among those who have contributed to do it.
Money is a means of instant remuneration of every service
received ; and gold and silver can be replaced in the channels of
the circulation by the bank-note on this one condition, that these
metals do not cease to be the solid ground on which the transac-
tions of business go on in security and without interruption.

It is not by economizing a part of the metal employed in the
circulation that the bank-note renders the greatest service to com-
merce; it is rather by the facility it gives us of saving the friction
of the instrument of the exchanges, whether it be gold or paper.
Presently I shall try to explain what I mean when I say that the
bank-note develops industrial growth and more advanced combi-
nations of credit. It does this by stimulating the opening of cur-
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on two parallel bars of iron, and if these bars are placed on the
ground, instead of rolling the burden along the ground itself.
What is true of wagons is true of bills or bank-notes. These are
to the circulation of wealth what wagons are to ‘the circulation of
goods. No doubt, if the circulation becomes easier and swifter,
the same number of wagons will be able to meet heavier demands
for transportation. They will serve as a a means of traveling
more swiftly, and of transporting a greater quantity of merchan-
dise. But if the railroad has already as many wagons as are
necessary to carry all the goods intrusted to it for transportation,
what possible good can it gain by constructing more wagons ?
Where is the use of multiplying wagons if the'quantity of goods
to be carried remains the same? If the facilities and instruments
for swift transportation are up to the requirements of the work
to be done, all the new wagons that are built will lie idle. The
case is precisely the same with the monetary circulation. The
superabundant notes that may be issued when the machine of
the circulation is already complete add no new element of
wealth. They are superfluous. They lie idle.

I am wrong. The result is worse than I have said. The
notes would not lie harmless and idle. Here is the difference
between the wagons and the notes. In the former some loss
of interest might accrue while the capital invested in the
wagons was idle, but soon this waste would cease and the
wagons would be wanted. But in the case of the bank-notes
there is no such hope. If fiduciary circulation be issued in
excess, the surplus issues serve no good end. They do harm.
In fact the surplus bank-notes which are put out drive away
a corresponding quantity of coin, and cause it to be ex-
ported. In quiet times this movement is scarcely seen. But as
soon as a threatening storm-cloud looms in the horizon and con-
fidence is shaken, men fall back upon realities. Everybody de-
mands gold instead of notes. The country pays dear for the
economy which it has tried to achieve in working the machinery
of the circulation.

In cases where gold does not go abroad, but is prevented from
doing so because it has already been exported to such an extent
that the outward flow cannot increase, let us see what conse-
quences will result from the excessive emission of notes. First
there will be a blocking up of the channels of the circulation,
next a change in the prices of commodities, and thirdly artificial
dearness of the necessaries of life. Thus the first victims who are
reached by experiments of this sort are the working classes. Their
wages do not keep pace with the rise of general prices. There is
an artificial disturbance going on in the cost of the necessaries of
life, but in the wages of labor there is no such rise. Thus, we
repeat, that it is the men who labor, and who have the least
power to bear the loss, that have to pay the cost and to bear the
burden of this bad financial strategy.
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It has been argued that the facilities for creating bank-notes
offer a great advantage to labor, because they lower the rate of
discount, and tend to reduce the interest of money. Here, again,
I hope that T have carried into your minds some conviction, and
indeed that I have given demonstration of the fact that it is not
by any artificial creations that we can succeed in lessening the
rate of interest. I hope I have shown you also that we must
keep up a constant watch against rash deductions and plausible
appearances, both in regard to the theories about the rate of
interest and about the other parts of the science of finance; no
doubt the reduction of the rate of interest is a good thing. One
of our greatest, the greatest of our economists, nay, more, of our
good men—Turgot—has shown by a striking simile how grand and
important must be the consequences of such an economy in
the price paid for the hire of capital. In enlarging production, he
says, or in contracting it, the rate of interest is like a flood-level,
“below which all labor, all cultivation, all industry, all commerce
cease. It is like an inundation spread over a vast country, the

. tops of the hills rising above the waters and forming fertile and
cultivated islands. When the waters begin to ebb, in proportion
as the Jevel falls the slopes of the hills are laid bare, the plains and
the valleys come into view, and yield all kinds of produce. The
rise or fall of the flood-level to the extent of a single foot suffices
to inundate or to give to cultivation immense tracts of country.”

It is quite true that the rate of interest acts on production as
the nise or fall of the flood-level acts upon harvests; but on what
condition does all this take place? This is an important matter,
for every question that can be mooted is complex, and it is this
complexity which causes divergencies of opinion. Error often
arises from our pursuing a specific truth till it blinds us, and shuts
from view other truths equally important. It is at the point of
intersection of these truths that we can alone see the finger-posts
which guide us to the Temple of Truth. Of truths there are many,
but Truth herself is one.

The reduction of the rate of interest is certainly desirable, other
things being equal. What does interest express? It expresses the
sacrifice yielded up by the labor of the present to the benefit of
the labor of the past. This sacrifice is seen and may be examined
in two forms, the absolute and the relative. If all other things are
equal, it is plain that in proportion as the absolute sacrifice is
diminished the advantage is the greater for the labor of the
present. But if production is more enlarged the case is different,
for through the instruments and labor-saving machines that are
employed, the various elements of wealth give more fruitful returns,
and the part which is given up by the labor of the present as a
reward to the labor of the past, may be absolutely large but rela-
tively very small. Indeed ten thousand francs of interest may
seem a large annual sum for a petty manufacturer to pay for
interest on borrowed capital, but if by the skillful use of the loan,

and by the machinery set up with this borrowed money, the
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tradesman increases his yearly profits by twenty thousand francs,
it is clear that he can well afford to pay 10,000 francs as interest;
for he will have created by its means twice as much as the capital
was hired for. This illustrates what is meant when we say that the
interest on capital may be relatively small, while absolutely it
seems large. In the United States, for example, the amount of
absolute interest which a man pays for loans may amount seem-
ingly to a heavy sum, while it is really small because of the
amazing fecundity of labor. In return for his outlay for interest,
he gets an amount of productive power which enables him to pay
his interest and still retain for himself a much larger sum than he
could otherwise earn as the profits of his own industry, manage-
ment and skill. Now look to the north of Europe. Generally
speaking, the rate of interest there is quite low, and why? For
no other reason than because production in those countries has
little of that fecundity of which I have been speaking, and because
the outlets are few for the employment of idle capital. These
countries would be benefited if they had to pay as high rates of
interest as the United States, provided they could at the same
time be endowed with a like rich fecundity of production.

Let us come back to the distinction which I have tried to-
make between illusory and real facts. Which facts are the real
ones? How can men in whose hearts is a sincere love of prog-
ress do any useful work, or help in promoting progress? They
can do this by aiding every enlightend effort to accumulate the
solid resources of the country, and to attract into fit channels
the little streams of capital which are in danger of being scattered
and lost for want of proper means by which they can be collected
and poured into the national reservoir of floating capital from
which the vast organism of industry is fed. ’

By what means shall we save the diffused capital of the
country of which so large a part is thus in constant danger of
being dissipated and lost? We must attract it by offering to pay
interest for it. Having thus gathered up the precious streams into
the distributing reservoir of our banking system, we must pour
them thence to fertilize the field of labor, and to irrigate it. We
must put into the hands of the industrious, honest worker, instru-
ments of production, that he may operate them so as to earn a
profit for himself, while he enriches the country and enlarges the
grand current of its available wealth.

Among the successful attempts to realize these ideas, a con-
spicuous place must be given to the savings banks of modern
Europe and America.

Another illustration may be taken from the popular banks of
Germany. These banks are better known in their general features
than in their mechanism. Their object is to attract and accumu-
late for use the idle reserves of working people, and to receive
their savings. With the funds thus accumulated these banks open
credits for trustworthy men of intelligence and experience. The
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popular banks of Germany have thus achieved this gratifying
result—that all those who labor can raise themselves higher and
higher by their own efforts. To the working classes these popular
banks are more useful, and confer more solid benefits on them
than can be even promised by the reformers who advocate the
cause of labor, or by those governments who would interpose to
ameliorate the lot of the working classes.

No notes payable to bearer on demand are issued by popular
banks. Those institutions have a much better resource to depend
upon. Their funds are derived from a capital which knows no
himits, which is forming every day in the great still of the financial
mechanism, where this capital is condensed drop by drop till it
accumulates and fills up ten thousand fructifying streams which
are distributed throughout the industrial orgamism. It is the
capital of forethought, of daily sacrifice, which connects that which
is with that which is % ¢, and gives a pledge of a better future
to those who do all that in them lies to gain it. Thanks to the
popular banks, every workman may also play the part of a capitalist,
accumulating his savings and putting them in the vaults of the
popular bank, which institution is thus growing more fruitful and
more conducive to productive growth than even the excellent
system of the savings banks, whose usefulness and power are so
well known. Savings institutions have done a great work, and
are still rendering important services in the field of economic prog-
ress. But they need to be raised up to a higher level of
efficiency. In the popular banks every depositor who contributes
to the general fund by his savings, has the right to ask for a
credit on the books of the institution, and to partake of the
benefits of that fund which owes its existence in part to himself
and to his savings. In France similar institutions might grow and
ought to be fostered. Already a beginning has been made. There
exists a Socifté de Credit au Travail, which is growing up, and
promises good fruit and long life. It receives the savings of
workmen, and lends them out to those who are able to offer
sufficient guarantee that they will use the money productively.
This mechanism of the popular banks is one of the most powerful
instruments for raising the condition of the working man known
to the science of our day. Its whole secret lies in one simple
maxim which it inculcates on every living man, “ Work!” It
says: “Better yourself, elevate both your mind and your heart, and
nothing can keep you down, for you will rise by the living force
that is within you. Wait for nothing outside of yourself. To
wait kills in the soul that effort and sacrifice which can do greater
things than all outside aid can achieve. Work, follow the law of
sacrifice, and you will not live for the present moment only. You
will gain the assurance of future comforts for yourself and for those
dear to you. You will put yourself beyond the reach of poverty,
and will enjoy the well-being you have won with that inward
contentment, that uplifting and expansion of soul which makes
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us happy in the victory over ourselves.” Such is the latest result,
the truest practical wisdom which the economic science of the
present age has to offer us for the solution of the problems that
have been mooted as to the conflicting relations of labor and
capital. These questions will never be settled by the idle vaporing
of demagogues. The true source of all progress for the working
man is in his own hands. The banks may help him, the Govern-
ment may help him, the organization of credit may help him, but
all these helps are minor and subordinate. If he would avail
himself of such aids, he must go to work, and by honest labor,
g}lgallfthrift, and trusty integrity, learn to elevate and to help
imself.
—— e e

THE TREASURY AND THE PACIFIC RAILROADS.

On the 3ist of May in the United States Court of Claims,
Justice Nott delivered the opinion of the Court in the long pend-
ing and extremely important case of the Union Pacific Railroad
Company against the United States. This suit grew out of what
was known as the “ Credit Mobilier Investigation, No. 2,” made
in the winter of 1872-73 by a Committee of the House of Repre-
sentatives, of which the Hon. J. M. Wilson was Chairman. That

investigation threw a cloud of suspicion over the circumstances -

under which legislation favorable to the Pacific Railroads had
been obtained, and fostered the popular impression that, while
these corporations had been generously treated by the Govern-
ment, their agents had used improper and dishonest means to
deprive the Government of such reimbursement as the roads were
legally bound to make. For the purpose of securing to the Gov-
ernment all its supposed rights the Special Committee reported
and Congress agreed to a section in the Legislative, Executive,
and Judicial Appropriation bill, approved March 3, 1873, directing
the Secretary of the Treasury to withhold all payments to any
railroad company, on account of freights or transportation over
their respective roads of any kind, to the amount of payments
made by the United States for interest upon bonds issued to any
such company, and which should not have been reimbursed,
together with the five per cent. of the net earnings due and un-
applied, as provided by law. The companies, on the other hand,
were by the same act authorized to bring suit in the Court of
Claims to recover any such sums withheld, and either party was
given permission to appeal from the decision of that Court to the
Supreme Court of the United States.

The decision of the Court of Claims is a great surprise to a
large number of well-informed persons who are familiar with the
whole history of the legislation. The appeal will have precedence
of all other business in the Supreme Court, and may, therefore,
perhaps be argued at the Fall Term. The opinion of the Court, as
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pronounced by Mr. Justice Nott, contains so lucid a statement of
the case, and has commanded so much attention, that we publish
it complete.

OPINION OF THE COURT.

This case comes before the Court in two distinct forms: First,
in that of an action brought by the Union Pacific Railroad Com-

ny to recover one-half of certain freight earnings withheld from
it by the Government; and second, in that of a cross action
brought by the United States to recover back the interest which
they have paid to third persons upon their bonds heretofore.
loaned to the Company to aid it in the construction of its roads.
The Company admits that the Government has the right to with-
hold one-half of such moneys as the road may earn by transpor-
tations of mails, military and other supplies. The Umited States
insist that they may withhold all of these earnings, and apply
them in payment of their advances already made, or maintain their

-action for the interest on the instant that it is paid to the holders

of the bonds. The statutory history of the case, briefly stated, is:
this: The act of 1862 provided that the United States should
loan to the Company Government bonds, upon condition that the
Governmeit have the right to withhold all the moneys that might.
become due to the Company for the transportation of mails,
military and other supplies, and apply the amounts thus withheld
to the principal and interest of the debt. The act of 1864 sub-
stituted a half for the whole, and assured to the Company the
right of present payment to the extent of one-half of its earnings.
The act of 1871 directed the Secretary of the Treasury to pay
this half, as provided by the act of 1864, he having then recently
withheld the whole. The act of 1873 ‘“directed ” the Secretary to
withhold all payments to the amount of payments made by the
United States for interest, and provided for testing judicially the
right of the Company “to recover the same,” and the right of
the United States to recover back its advances. It is to be noted
at the threshold of the case that these two rights, if they exist,,
are distinct and independent. The Company may have a valid
cause of action against the Government, and the Government may
have a valid cause of action against the Company, and the
validity of either will not necessarily impair the validity of the
other. When both of these rights can be asserted in the same
suit, by action and cross action, the greater will practically swallow
up the lesser, but will not in a legal sense defeat it. The Court.
in such a case simply credits to each party what he is entitled to
recover, and renders judgment in favor of one for the balance.
So far as the Company’s side of the case is concerned, it is mani~
fest that its right of action must be maintained. For a valuable
service rendered a present debt accrues, unless the parties have
expressly provided that payment shall be deferred, or appropriated.
to a particular purpose. In this case purpose was declared by
the act of 1864, which authorized the withholding of half, but
assured the paymert of the remainder. Under that act, and prior
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‘to any subsequent legislation, the whole railway was constructed
by the one party, and all of the bonds were issued by the other.
Therefore that statute, in every legal and moral sense, measures
the rights and liabilities of the parties. -
The real and important question in the case is whether the
United States can maintain their action to recover back the
interest which they have advanced; and its importance is mani-
fested, as was suggested by the learned Assistant Attorney-Gen-
eral, by the possibility of this resulting consequence—that if they
cannot maintain this action now, they may not be able hereafter
to charge interest upon their advances. In approaching the
decision of the case, the Court has considered, but cannot adopt,
the proposition maintained by the learned counsel of the claimant,
that the payments made for several years by Secretary McCulloch
constituted a cotemporary construction of a contract by the parties,
such as courts are ordinarily bound to adopt. The Secretary was
not the contracting agent of the Government, but simply its
administrative officer for carrying out the provision of the law.
Moreover, there was no express contract in these transactions to
be the subject of cotemporary construction. A statute may con-
tain the elements of a compact by pledging the public faith, but
it is nevertheless to be construed according fo rules .for statutes
and not according to rules for contracts. In cases of contract, it
is the purpose of courts to ascertain and give effect to the real
intent of the parties. Ordinarily this is to be deduced from the
words of the instruments; but where parties, at time of performing,
by their mutual act give their own meaning to their own words,
‘the courts adopt it as the true meaning, however illogical it might
otherwise be deemed. The mutual understanding and agreement
of two opposite minds is one thing to be found. When it is
ascertained, the work of interpretation is ended. In cases resting
upon statutes, there is no mutuality of agreement to be sought
out. All of the terms of the compact are dictated and accepted
by one side, and the ohly intent which judicial construction can
make certain is the interest of the legislative power. It was urged
with great earnestness that the Government is now estopped from
setting up a doubtful construction, because, by the former policy
of paying, it misled the Company into subjecting itself .to ten
forfeitures. But the Government is not now asserting a forfeiture.

An equitable estoppel only precludes a party from asserting that

which, in good conscience, he ought not to assert. If the money
be owing to the Government, good conscience does not require
it to refrain from collecting the debt, for enforcing the collection
of a debt due works no legal wrong to the debtor. When the
Government attempts to enforce these ten forfeitures the doctrine
of estoppel may be applicable. To apply that doctrine to a suit
for the collection of the debt without asserting forfeitures would
be carrying the doctrine beyond its well settled and rational
bounds. Neither do we. attach to the act of 1871 the conclusive-
ness attributed to it by the claimant’s counsel.
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As before shown, the Company has a demand against the Gov-
ernment for services rendered, and the Government has a demand
against the Company for money advanced to its use. It was per-
fectly consistent with the reservation of its rights for the Govern-
ment to pay its debts to the Company without compelling the
Company to pay its debts to the Government in 1871. A Secre-
tary of the Treasury asserted this right of set-off, which up to that
time had lain dormant, and refused to pay the debt of the Gov-
emnment to the Company. By the act ofP 1871 Congress interposed
and directed the Secretary in effect not to assert this right of set-
off, but to go on paying the debts of the Government as before.
By the act of 1873 Congress interrupted the policy of allowing
the Company a credit for the advances, and directed the Secretary
to assert for the Government the right of set-off, or, in other
words, to insist, to that extent, upon the payment of the Com-
pany's debts to the United States. If these advances for interest
became debts of the Company, due and payable as fast as they
were made, the Government might rightfully and legally do one
of two things—either it might treat them as fresh loans, and
charge interest upon them from the moment they were made, or
it might insist upon their immediate payment in whole or in part.
The act of 1871 authorized the credit; the act of 1873 insisted
upon the payment. The one did not extend to any cause of
action belonging to the Government, the other did not infringe
any right vested in the Company; both left the original compact
entirely untouched, as it stood declared by the statutes of 1862
and 1864.

We come now to the final question in the case. The acts of
1862 and 1864 declared and still define the bargain, whatever it
may be. The learned Assistant Attorney-General has insisted that
these acts, in legal contemplation, are nothing more than a char-
ter of and grant to the Company, and that the consideration to
the United States is, in legal effect, nothing more than the con-
sideration of public benefit which is theoretically received for
every statute creating a body corporate. It is well known to
every one that, when these statutes were passed, the United States
were threatened with dismemberment, and that thoughtful persons
apprehended with concern the possibilities of the territory of the
republic falling into three parts, and of the portion west of the
Rocky Mountains, separated by deserts and cut off by natural
barriers, forming an independent sovereignty. It is also equally
well known that constantly recurring Indian hostilities upon the
plains rendered some means of speedy transit indispensable.
Finally, it is equally beyond dispute that the Government was

of quantities of unsalable land, which it desired to
bring within the reach of purchasers. Considerations, therefore,
political and financial, of no common magnitude, must have oper-
ated upon the legislative minds as inducements for all the fran-
chises and grants which these statutes created and conferred.
Nevertheless, the magnitude of the consideration does not change
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the character of the legislation, nor vary the rule of construction
by which the rights of the grantee must be measured. The judi-
ciary can never weigh the advantages that a particular grant
secured to the Government, nor say, in one case, that the con-
sideration was so great that the statute should be deemed a con-
tract, and construed liberally, and, in another, that the considera-
tion was so small that reciprocal advantages accrued to the
Government, and the statute must be deemed a grant and con-
strued strictly against the grantee. But these acts of 1862
and 1864 contain something more -than provisions to create a
corporation, and counted upon its franchises and grants. The
statutes really embody both a charter and a compact. As to
those provisions which create the corporation, which limit its.
rights and franchises, which present its obligations to the public
and confer grants and benefits upon it, the statutes are nothing
more than a charter. But as to those provisions which bind the
Government to do something, which cast distinct obligations upon
it, which carry it into the region of mercantile transactions and
make it take a financial part in the enterprise, the statutes belong
to that class of legislation which is to be so construed as to

out the liberal and just intent of the legislation. The rights and
duties of the Company as a body corporate are not involved in
this suit. The things which the Government agreed to do or not
to do form the only subject for judicial determination. When the
project of embarking the United States in this enterprise by loan-
ing Government funds to the Pacific Railways was sanctioned,
these contingencies must have been contemplated by Congress:
(1) that the earnings of the Company, in the way of Govermnment
transportation, would be substantially equal to the interest of the
bonds, a contingency not unlikely, although the Government could
regulate the quantity of freight which it would send over the
road; (2) that the eamings of the Company would be materially
greater than the interest, a contingency that would remove all
question of present indebtedness, and tend to reduce the principal
of debt long before the bonds would mature; (3) that the earnings
and five per cent. would be materially less than the interest, a
contingency that has actually happened. The amount which the
Government was to loan to the Company was known with tolerable
certainty, and the earnings of the Company could be found, with
some approximation to truth, by ascertaining the quantity of
freight which the Government would be likely to send the road,
and the rates which would probably be charged. It was within
the power of Congress to have provided that each party should
pay its debts to the other as they accrued, and it was also within its
power to make some other and more complicated arrangement by
which each, to some extent, should share in the risks of the enter-
prise, and participate, to some extent, in the success. The simplest
form of transaction would have been that the one party should
pay the freight bills whenever they were presented, and that the
other should refund the interest as soon as it was advanced.
Was that the substance of the obligation which Congress assumed
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toward and exacted from this Company? The act of 1862 fixed
the time when the principal of the debt should become due, b
saying that the Conlpany shall pay said bonds at maturity. Wit
regard to the interest the act is not equally explicit. But so far
as its express provisions go it provides this mode of payment: All
compensation “for services rendered for the Government shall be
applied to the payment of said bonds and interest until the whole
amount is fully paid; and after said road is completed, until said
bonds and interest are paid, at least five per centum of the net
eamnings of said road shall be annually applied to the payment
thereof. It is a fundamental principle of law, that when one man
pays money to the use of another, a present debt immediately
ensues. But it is doubtful whether this can be interpolated into a
statute, and it is not applicable when there is an express agree-
ment which prescribes a different time or a specific mode of pay-
ment. These provisions of this statute are not followed by a
declaration saying, in effect, that if a balance of interest remain
after the application of these sources of payment, such balance of
interest shall become immediately due and payable. On the con-
trary, the time and mode of payment, so far as they are expressly
designated by the statute, are satisfied by the application of the
moneys derived from these two sources.

The Assistant Attorney-General has argued that these were
not intended to be the exclusive sources whence the repayment
of interest on  the bonds might be drawn, but that they were
inserted to create a sinking fund for the ultimate payment of the
bonds, inasmuch as lands were to be sold by the Company on
which the Government originally held a mortgage. If the amount
derived from those two sources, it was said, should exceed the
interest on the bonds, the Government would put aside the
remainder as a fund for the final extinction of the debt, and
would allow interest to the Company upon it. However judicious
and just such a course might have been, there are two reasons
why the Court cannot give such a construction to the statute. In
the first place, it does not provide for a sinking fund, which is an
artificial means for paying a debt, unknown to the law, and
necessarily the creation of express agreement or express enactment;
nor does it authorize the allowance of interest on any such fund,
nor couple these two sources of revenue with any object save that
of being applied to the payment of such bonds and interest. In
the second place, though lands were to be sold upon which the
Government held a mortgage, still the amounts were to go into
the road upon which the mortgage rested. The form of the
security changed, but the mortgage followed the proceeds; the
security was transmuted, but not relinquished; and the change
from unsalable lands to a completed railway, in the contempla-
tion of Congress, might have increased the value.

Moreover, and this is the chief point in the case, the statute
makes no distinction between principal and interest, nor indicates
in any way that the debt for the one shall mature at a different
time than the debt for the other. Furthermore, a previous section
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of the statute declares that the amount of said bonds, together
with all interest which shall have been paid by the United
States, shall constitute a mortgage upon the road. In the present
predicament of the transaction, the Government is largely in
advance for interest, and there at first appears to be no considera-
tion received which should bind it to suffer a serious, if not
disastrous, loss. But if we reverse the condition of affairs, it
will be seen that a similar loss would fall upon the Company,
and a corresponding gain ensue to the Government. That is to
say, if the Government had required a larger amount of transpor-
tation and the net earnings had greatly exceeded the reality, so
that the two more than equaled the interest, then the Company
would be paying off the principal of its ultimate indebtedness to
the Government long before the Government would be’ paying its.
debt to the bondholders; and as the Company had mortgaged its
road to secure the repayment of the amount of said bonds,
together with all interest thereon which shall have been paid by

the United States, a corresponding loss of interest would likely .

fall upon it. Now, when statutes have provided two sources for
the payment not only of interest, but of a great deal more—that.
is to say, a portion of the principal before it becomes due-—what
reason can there be for the judiciary to interpolate by mere con-
struction a third source into the statute? Assuredly none. If the
statute had stopped without interest, and had provided that the
remainder, if any, of the transportation should be paid to the
Company, there would be good reason for saying that a reciprocat
objection was implied, and that the Company should be held liable
to make the interest account whole. But in the ‘plight which
Congress has placed the reciprocal and intermingling rights and
interests of the parties, we perceive no reason why the Govern-
ment should consider the varying balances of its advances a
liquidated present debt, subject to immediate collection. But
beyond the confines of all the disputed construction there remains
an uncontroverted provision in the statute which seems decisive of
the legislative intent. The only party to whom an option is
reserved by the acts is the Government, and that option is the
important right of making the Company’s services as little or as
great as it pleases. If it requires these services the Company
canndt withhold them. If it refuses all employment, the Com-
pany cannot exact it. As the compact originally stood, the Gov-
ernment could keep down this interest without the expenditure
of any ready money, by simply furnishing to the Company this
employment, and it might push the advantage to an unhmited
extent, even to carrying the earnings of the road to the liquida-
tion of the debt before it had matured. The subsequent statyte,
which substituted a half for the whole of the earnings, did not
affect the legal import of the Government’s reserved discretion, nor
change the legal relations of the parties, nor vary the construction
applicable to the original statute. It was an alteration in degree,
and not in kind, and still kept the Company on this matter of
service entirely subject to the orders of the Government. In con-
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templation of law, the wrong and injury of which the Govern-
ment complains are entirely of its own choosing. Courts of law
cannot be invoked to aid persons when they themselves possess
the means of redress. If an ordinary party were to come into
another court with such a complaint, he would be told, “ Either you
have artfully withheld this employment from the other contractor,
or you have been enabled to furnish it to him. If the former
supposition is the fact, then the fault is your own, and you cannot
ascribe wrong to one who you confess has always been willing to
repay you in the manner which your agreement prescribes. If the
latter is the fact, then, because the sources of payment which you
provided disappoint you, and because the payment in kind which
you elected to take gives you more of the transportation service
than you really require, you are trying to shift your loss to other
shoulders than your own. Your misfortune is really this, that you
made an improvident bargain.”

The judgment of the Court is that the claimant recover of the
defendants the sum of $512,632.50, and that the counter claim
of the defendants be dismissed.

This opinion we have at present no intention to examine at
length. One or two remarks must suffice. First, as to the real
question at issue between the Pacific Railroads and the people of
the United States. The Pacific Railroads claim to be allowed to
be pensioners on the National Treasury, and to receive several
millions of advances of interest out of the annual taxes imposed
on the country. These advances the Railroad men claim that they
are not to repay until twenty years or more have passed away,
and their bonds have matured. The principal of these bonds is
$64,623,512, on which the interest amounts to nearly four millions
a year. Already the Government has paid in cash 26 millions of
interest, of which the Railroads have repaid, by transportation, six
millions, leaving 20 millions unpaid. It is these 20 millions of
back interest about which the present contest has arisen. The
Treasury claims that the interest ought to be paid by the Com-
panies, because it is only a temporary debt, due to the Treasury
on demand. Holding this view, the Secretary has refused to pay
to the Railroads the moneys due them for transportation. To
recover these moneys so withheld the above suit was brought,
and Judge Nott’s decision, if it be not reversed, will give a com-
plete triumph to the Railroads, and will make them a burden to
the United States Treasury for many years to come. The bonds
on which these four millions of interest accrue do not mature
beforé the year 189s, and the only security held by the United
States for these large advances is a second mortgage on the Rail-
roads, the value of which, at such a distance of time hereafter,

cannot possibly be fixed.

Secondly, it evident, on the first cursory examination of the facts
and statutes, that so heavy an annual charge as this is not con-
templated in any laws which Congress passed on the subject.
This view is confirmed the more closely we examine the statutes
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and the evidence. It is a principle of legal interpretation that
statutes of this character should be construed strictly, and that
nothing passes to the beneficiaries except it is positively and clearly
set down in the law. “Where,” it is asked, “do we find 1t
clearly and positively promised to the Railroads that they shall be
allowed to burden the Treasury to the extent of four millions a
year for interest on bonds used in building the roads? If such a
promise was made, and was made constitutionally, then, and then
only, can the extravagant claims of the Railroad Companies be
sustained. No such promise can be found in any statute of the
United States. Hence the claims in question have no force and
must be refused.” Such, we believe, was substantially the argument
by which Mr. Boutwell defended his policy of treating the Pacific
Railroads as debtors bound to repay on demand all advances
which the Government has made, or shall make, of interest on the
bonds issued to the Pacific Railroad Companies.

We have discussed this question so far from a purely legal
point of view. It has also other aspects. In working out the
grand system of trans-continental traffic, and completing the rail-
road network created by the law, certain equitable rights have
arisen which will no doubt be defined and vindicated in the ulti-
mate adjudication by the Supreme Court.

 THE LABOR QUESTION.

In all rich commercial countries, the labor question is a very
complicated one. It may be viewed in many different aspects.
From the stand-point of the working classes, it is often regarded
as involving two narrow problems: first, how can the general
average wages of hired work-people be increased? and secondly,
how can their hours of labor be lessened? From the stand-point
of the employer the labor question assumes a somewhat different
form. With the master the problem is to diminish the expenses
of his establishment, and to keep them from eating up his capital.
He knows very well that of the masters who fail in business a
large proportion are ruined for the simple reason that they were
not good economizers in regard to the general expenses of their
business; and of these expenses the weekly wages form a .chief
part. Secondly, from the master’s point of view the labor question
includes an exemption from the evil of strikes and frequent inter-
ruptions of the steady course of production. To prevent such an
evil the masters have often in recent strikes been compelled
to yield to extortionate demands for increased wages, because,
although they could ill afford to pay the advance, they could
still less afford to bear the loss of stopping their business, break-
ing their contracts, or letting their machinery lie idle. These
are two of the aspects in which we may regard the labor ques-
tion. Each is important, and to treat the whole question intelli-
gently we must consider each part by itself. Much of the misun-
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derstanding and confusion of thought which has beclouded this
subject is due to the fact that in our disputes we do not keep
«firmly to one point of view, and thoroughly exhaust that before
we pass to the others. The confusion is just as great as would
be that achieved by an artist, who in making his sketches for a
great picture is continually changing his standing ground; so that
his work when finished is ludicrously ¥anting in perspective, in
proportion, in truth to nature, and in most of those qualities
which go to make up a good work of art.

Returning to the labor question, there are many other aspects
in which we may regard it besides the two just mentioned. . There
1s, for instance, the national view of it. The masters and the men
bear certain relations, not only to each other, but to the nation
and to its industrial organization. They are not isolated and
cut off from the community, they are battalions in the great
army of producers whose progress is the growth of the country.
Hence, we may argue of different nations that in a given space
of time they have made more or less advance or useful effort
in the solution of the labor question; and to prove the truth of
what we say, we may compare the facts of the economic life of
the nations in question. We may explore and tabulate the statis-
tical evidence. We may inquire whether wages and work are
equitably adjusted to each other, and are acknowledged to be so
both by masters and men; next we may ask whether in the pro-
ductive economy of the nation the. wages-fund consumes its fair
share of the gross product,—neither trespassing on the one side
upon the claims of capital, nor on the other upon the rightful
profits of the men who take the risks and possess the skill to
organize labor and to employ it; or, lastly, we may take a still
broader survey of the field, and, taking the whole country through,
we may examine how its labor and capital are organized, and how
the results in one country compare with those of another. Follow-
ing out this idea, M. Chevalier, since his recent visit to England,
has told his friends in Paris, on a public occasion, that Great
Britain has made better progress in settling the labor questfon than
has been made by France. What he thinks of the progress of the
United States in this respect we are not informed, nor do we
know on what precise arguments his inference as to the labor
question in England and France was based. A thorough discus-
sion of the whole question by this distinguished economist would
be interesting and valuable. From what has occurred, it is not
improbable that one of M. Chevalier's courses of lectures, at the
College of France, may be devoted to the labor question, both in
the aspects suggested above and in some others equally interesting.

Next in importance to such theoretical discussions, if not more
important, are the efforts which are making to throw light on the
relative condition of the operative classes, in various countries, by
the collation of statistical facts. This task has been undertaken
by a number of accomplished men, in the front rank of whom is
Mr. Thomas Brassey. The importance and value of Mr. Brassey’s

3
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researches are illustrated by the frequent instances in which Prof.
Caimes, and other ‘recent economists, have gone to his works, as
to a store-house replete with treasures of statistical value. The
subjoined extracts, from Mr. Brassey’s book, “ Work and Wages,”
offer suggestive illustrations of the various aspects of the labor
question. We quote from the chapter on the ¢“Relative Cost of
Labor” in various countrfes :

“It is not usually found that in the best situated countries,
or those of which the climate is the finest and the soil the
most productive, the peasantry are the best offt. In those their
necessities are few and easily supplied, and when these are satis-
fied, they seem to care for nothing more. Humboldt tells us
that it had been proposed to prohibit the culture of the banana in
Mexico, as being the only means calculated to rouse the torpid
qualities of the natives and make them in some degree industrious.

“ As we recede from the more civilized countries of Europe the
standard of comfort is reduced, and the laborer is content to
receive lower wages; although in most cases the amount of work
performed is diminished in corresponding proportions. High wages
and short hours of work may not be found incompatible with a
diminished cost of production; and low wages and long hours may
sometimes prove less advantageous to the employer than shorter
hours of labor and a higher rate of wages. This apparent anom-
aly is partly explained by the necessity of giving to the laborer,
who has to undertake severe manual exertion, the means of pro-
curing a generous diet. In Belgium the workmen are not so
expensive in their habits as the English artificer. They consume
less meat; their bread is seldom purely wheaten; and they work
for lower wages; but, on the other hand, it cannot be expected
that, under these conditions, they can have the same physical vigor
as the English laborers, who are better fed. Mr. Hewitt, speak-
"ing on this subject, remarked that at Sireuil the rate of wages of
the common laborer will only admit of his having meat once a
week; and yet the manufacturers were not making money. He
also stated that there was a deplorable look of hopelessness among
the lower class of workmen at Creuzot, though this was not dis-
cernible among the better-paid men.

“ Mr. Lothian Bell, in an address read at a meeting of iron
masters in the North of England, gave the result of his investiga-
tions as to the cost of smelting pig iron in France, which dis-
tinctly proved that more men were required to do the same
quantity of work in France than in England. He stated that, by
a very careful inquiry at a large establishment in France, he had
ascertained that forty-two men were there employed to carry out
the same amount of work which twenty-five men were able to do
at the Clarence factories on the Tees. In spite of the actual
labor on a ton of pig iron for smelting being twenty per cent.
cheaper in France than in England, the entire smelting charges
were sensibly greater in France than in the general run of work
at Middlesbrough. And, taking into account the saving in respect
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of fuel, the cost of producing pig iron in France was twenty
shillings, in some cases even thirty shillings, per ton more than
that exhibited by the cost-sheets of the manufacturers at Cleveland.
The average cost of raising coal at the pit's mouth in France
is said by Mr. Lothian Bell to be from gs. 64. to 6s. a ton, and
the average price of coal 11s. per ton; the price for small coal
used by the iron masters being 8s. 64. as compared with ss., the
price paid by the Cleveland smelters.

“Belgium raises 11,000,000 tons of coal annually, and exports
4,000,000 to France. The average cost of coal at the pit’s mouth
is from gs. 64. to 7s. a ton. The price varied in 1867 from gs.
6d. to 10s. 64. a ton. It is clear from these figures that neither
in France nor in Belgium is the cost of extracting the coal re-
duced by the low price of labor. In the manufacture of iron, the
opinion of Mr. Bell is confirmed by Mr. Hewett, an American
iron master, who told the Trades Unions Commissioners that the
price of iron was £ 1 sterling per ton higher at Creuzot than in
England, and by M. Michel Chevalier, who, in his introductions
to the Reports of the Jurors of the French Exhibition in 1867,
said that rails were from twenty-five to thirty francs dearer per
ton in France than in England. A similar difference was shown
in the rails purchased for the Mont Cenis Railway, the price of
which at the works in France was from £ 7 12s. to £ 8 per ton;
while the price in England was £ 7 per ton. The duty of £ 2
8s. per ton which is still payable on rails imported into France is
a proof of the conscious inability of the French iron masters to
compete with our manufacturers in an open market.

“In Germany, as in France, though the nominal rates of wages
are still lower, the actual cost of the work is greater than it is in
England. Mr. Lothian Bell observed that, whereas labor in West-
phalia cost from twenty to twenty-five per cent. less than with us,
the labor-saving arrangements were much neglected; and a ton of
iron smelted in the Ruhrort district could not be produced for
less than 15s. a ton above the cost upon the Tees. Mr. Wells
has discussed in minute detail this most important question of the
comparative cost of labor in the principal manufacturing countries.
Taking the puddling of iron as the representative process of the
iron trade, he says that he found that the average price of labor
per day for puddlers was from 7s. 6. to 7s. 10d. in Stafford-
shire; 6s. 44. in France; and from 4s. 94. to gs. in Belgium; yet
the average price of merchant bar-iron was 6 ros. in England,
47 in Belgium, and £ 8 in France.

“In a recent report on the condition of the textle industries in
England, Mr. Redgrave, one of the Inspectors of Factories, says
that, while the foreigner is under the same conditions, as to the
raw material, as the English manufacturer, and his fuel is more.
expensive, his work-people do not work with the same vigor and
steadiness as Englishmen, Consequently, the same number of
operatives, employed upon the same machinery, do not produce
the same quantity of yam as in this country. ‘All the evidence
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that has come before me,’ he says, ‘has gone to prove “that there

* is a great preponderance in favor of this country. Comparing the

work of a British with a foreign spinner, the average number of
persons employed to spindles is—in France, one person to fourteen
spindles; in Russia, one to twenty-eight spindles; in Prussia, one
to thirty-seven; in Great Britain, one to seventy-four. But I could
find many cotton-spinning factories in my district, in which mules
containing 2,200 spindles are managed by one minder and two
assistants. 1 have recently been told, he continues, ‘by one
who had been an English manager in a factory at Oldenburgh,
that though the hours of work were from. 5.30 A. M. to 8 P. M.
every day, only about the same weight of work was turned off
under English overlookers as would be produced in a working day
from 6 A. M. to 6 P. M. in this country. Under German over-
lookers the produce was much less. The wages were fifty per
cent. less in many cases than in England; but the number of
hands, in proportion to machinery, was much larger. In some
depa.rtments it was in the proportion of five to three. In Russia
the inefficiency of the labor of the foreign, as compared with the
labor of the English operatives, is even more strikingly manifested,
for on a comparison of the wages, supposing the Russian opera-
tives to work only sixty hours a week as they do in England,
instead of seventy-five as they do in Russia, their wages would
not be one-fourth the amount earned in England. But the wage

-must be taken into account with the power of the operative as a

producer; and herein will be found an advantage of the English
operative over the foreign competitor, sufficient, with some quali-
fication, to counterbalance the mere cheapness of wage.’

“ Mr. Wells, in the report to which I have already referred, con-
firms the view expressed by Mr. Redgrave, He says that,
‘whereas female labor in the cotton manufacture is paid at from
125. to 155. 2 week in Great Britain; at from 7s. 3d. to gs. 74. in
France, Belgium, and Germany; at from 2s5. 4d. to 25 11d. in
Russia, the one thing which is most dreaded by the Coritinental
manufacturers everywhere ‘is British competition. The demand for
protection is loudest in France, Austna, and Russia, where the
average wages reach their minimum.’

“Mr. Mill, in his Plitical Economy, quotes a statement made by
Professor Jones, in which he said that the Russians, or rather those
German writers who have observed the manners and habits of
Russia, supply some remarkable facts: ‘Two Middlesex mowers,’
they say, ‘will mow in a day as much grass as six Russian serfs,
and in spite of the dearness of provisions in England and their

cheapness in Russia, the mowing of a quantity of hay, which -

would cost the English farmer half a copeck, will cost the Russian
proprietor three or four copecks’ The Prussian Councillor of
State, Jacobi, is considered to have proved that in Russia, where
everything is cheap, the labor of the serf is doubly as expensive
as that of the laborer in England. In Austria the labor of a serf
is one-third of that of a free hired laborer.



1875.] THE LABOR QUESTION. 37

“The miserable pay of the women employed in the manufactories
of Russia suggests some observations as to the evils which neces-
sarily arise from subjecting the female population to excessive
manual labor. In all the less civilized countries of Europe the
women are compelled to share in the manual labors of the men.
This practice is in a large degree the cause of that very poverty
which it is intended to alleviate. The introduction of so many
additional hands into the labor market has a marked effect in
diminishing the reward of labor. On the Lemberg and Czernowitz
line, in some places, half the people employed were women. They
earned 1'60 franc a day, and the men from 2z to 3 francs a day.

“On the Bukovina line the wages of the men for picking were
1s. 6d. per day, while the women, who worked only with the
shovel, earned about 64. a day less than the men. The cost of
living for a man and his wife and three children in Hungary may
be stated approximately at 1s. a day. In those countries the cost
of unskilled labor is small, but the struggle for life is so severe
that every child, the moment it can add the smallest fraction to
the earnings of the family, is sent into the fields. The sacrifice of
these earnings, however scanty, for a few years, for the purpose of
acquiring a knowledge of a skilled trade, is impossible with a
peasantry so destitute; and the cost of skilled labor is thus dis-
proportionately high, because so few persons possess the means of
passing through a period of unpaid apprenticeship.

¢ An apprehension of the military power of Russia, which a cer-
tain school of politicians are too ready to entertain, might, per-
haps, be changed to pity if they knew the condition of the
Russian peasantry, as described by Mr. Michell, and their inability
to bear the strain of a long protracted war. Even in peace they
are engaged throughout their lives in an exhausting struggle for
bare existence. From abject poverty the women are compelled to
share unceasingly in the out-door labors of the men. The infant
mortality in Russia is appalling. The peasant women of Russia
give birth to their offspring under circumstances equally perilous
to the life of the mother and the child. Their confinement takes
place in a barn or a stable. They have no medical attendance,
and in three days at the utmost they are once more employed in
hard field labor. The result of such privation and suffering is that
a large proportion of infants die within a week after their birth.
The number of males living at the age of five years, in proportion
to the total number of the population, is 203{ per cent. less in
Russia than in Great Britain, France and Belgium. The shortness
of the average duration of life in Russia is equally lamentable. In
the North-West Provinces the average limit of life is between
twenty-two and twenty-seven. In the Volga basin and South-
Eastern Provinces it is twenty years. In Viatka, Perm and Oren-
burg, it is only fifteen years.

¢« In Great Britain the number of men and women alive between
fifty and sixty, out of 1,000, averages 548; in Belgium 518; in
Russia only 265. Hence it may be inferred what difficulty there
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would be in recruiting an army in the case of a long-continued
war. The spectacle of a vast population exposed to such privation,
must awaken the sympathy of every friend of humanity. There is
more reason to pity the hard lot of the Russian people than to
fear their military resources. What a cruel mockery it would seem
to the millions of Russian peasants, whose lot in life is so de-
pressed compared with that of the very humblest of our laborers,
if by chance it reached their ears that there were statesmen in
England who believed that the most imminent danger of their own
more favored land was the growing power of the Russian Empire!
“In Russia the day laborer’s wages range from 8. to 1s. 44. with
food, the cost of which is from 24. to 34. a day. The average
pay of the female laborer is 634. a day, with the addition of
food. During harvest the male laborer can command from 1s. 44.
to 2s. 84. a day with food; the female laborer from g}4d. to 2s.
84. a day with food. What is the result of this low-priced labor,
as compared with other European countries in which much higher
wages are given? The yield of crops in Russia is said by Mr.
Michell to be less “than half the yield obtained in England or
Saxony; and smaller than in any other country in Europe. The
impossibility of determining the actual cost of labor by the nomi-
nal rate of wages is as fully demonstrated by the experience of
the ship-owner as by that of the manufacturer. The wages of
shipwrights and the pay of seamen are much more moderate in
France than with us. Yet the cost of building ships is ten Fer
cent. greater in France than in England; and the wages of a
French crew, in conseqence of their greater number, involve an
expenditure for manning twenty-five per cent greater than the
corresponding expense in an English ship. If, on the other hand,
we compare the cost of manning an American ship, with the cost
of manning an English ship, we shall see how our compara-
tively cheaper labor makes us more prodigal in the use of it.
The average proportion of seamen in an English ship is one man
to every fifteen tons; in an American ship it is one man to every
twenty-five tons.” :
Mr. Brassey’s facts have a direct bearing on some of the ques-
tions between wages and capital, because they show the money cost
of labor or the price of work. It will be seen that a large portion
of those facts relate to the wages of laborers in Great Britain in free
competition with each other; and so far they give a useful illustra-
tion of the tendency of competition to adjust payment to efficiency,
so as to render the price of a given piece of work pretty nearly
the same whether it is performed by labor of superior, or of only
moderate and ordinary skill. But where Mr. Brassey takes a
broader scope, and treats of the relative rates of wages n different
countries and in labor markets not in free competition with each
other, his solutions of the question in hand are of a different kind.
What they amount to would seem to be this: in the comparison
of different countries, a very low rate of remuneration for labor is
generally found to be accompanied with a very low degree of in-
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dustrial efficiency, while, as the condition of the laborer improves,
his effiiency up to a certain point is found to increase in nearly
the same degree. It does not appear that the correspondence be-
tween remuneration and efficiency holds good beyond the range
of those employments which call for mere physical energy and en-
durance, such as railway work performed by unskilled labor; nor
is it found to be universally true even within these limits. When
we pass from the ranks of unskilled to those of skilled labor, and
when in the latter we confine our attention to those cases in which
the remuneration has risen above the point at which it still con-
tributes to mere physical energy, we find no evidence in the facts
adduced by Mr. Brassey, of the existence of a uniform cost of labor
m different countries.

On the contrary, a large part of the facts recorded by him
go to establish the opposite position; since the constant inference
deduced from his reasonings is the heavy disadvantage which
England undergoes from her dear labor in comparison with the
cheap labor of the Continent—a disadvantage so great as only,
according to Mr. Brassey, to be just compensgted by her superior
tesources in machinery, raw material and coal. Applying these
principles to our own country, it follows most clearly that, by
parity of reasoning, that portion of American work which is per-
formed by human labor is more highly paid for than in England,
and there it is dearer than in other foreign countries. In truth, we
have only to consider the habits of the great majority of our
artisan population to perceive how very slight the connection can
be, in the nature of things, between efficient labor in those classes
and their rate of remuneration. An increase of wages which
merely results in an enlarged consumption of tobacco and whisky
is not likely to add much either to the physical powers or to the
intelligence and skill of the recipients; and notoriously this is the
way in which an increase of wages is, by too many of our foreign
work-people, consumed in this country. We have no desire to dis-
pute the existence of a real connection between good pay and
efficient work; only let us note well the nature of the connection.

It exists so far as the larger wages are applied to sustain the in-
dustrial efficiency, physical or mental, of the workman, and to enable
him to produce more. At present it would seem that this is very
generally the case, while wages are no more than sufficient to sup-
ply the primary necessaries of life. But where they exceed this
limit, the increased wages are quite as often employed to impair
as to improve industnal qualities, and the connection between
remuneration and efficiency is at an end, or at most is but a
matter of accident. Of course under our popular Government we
look forward to the time when, by the educational influence of
free institutions, laborers in the country and artisans in our cities
shall learn to use their increasing resources to help their intellect-
val and moral progress, when improved morality shall keep even
step with a larger command of material well-being. We shall thus
have advanced one stage nearer in our journey toward that
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uniform cost of labor of which Mr. Brassey speaks, but to which,
outside of the lower grades of labor, the approach the world at
present has made is not very near. But the progress we are
making might be expected to be more rapid, if the workmen
would only arouse and take a truer view of their real interests.
At some future day their Unions may become of great value in
this point of view. At present the workmen’s Unions in this
country are devoting their great powers to very subordinate and
minor questions. Nor is it far otherwise in Europe. In Germany,
however, there are indications of improvement which are very
gratifying.

At the end of March the general assembly of the German
Trades’ Unions took place at Leipzig. These unions are far from
playing the important part assigned them here and in England;
they have, however, attracted a noticeable number of members for
the short time of their existence. At the end of 1874 Germany
had 14 trades’ unions, or Gewerkvereine, consisting of 34§ local
unions, with 22,000 members. Besides that, 12 independent unions
are still in existence. The trades’ unions have the right to elect
one delegate for every 500 members for the general assemblies.
The income for the hospital and burial banks amounted to
195,000 marks for the year 1874, whilst the expenditure amounted
to 135,000 marks for the sick, and 12,000 marks for the burial of
the dead. Besides, the union has a capital for invalids amounting
to 140,000 marks, with which it at present keeps 22 invalids. The
trades’ union further has the function of giving legal assistance
where it - is necessary, of improving education, and establishing
arbitrating courts of justice for the accommodation of disputes, and
aiding the establishment of independent businesses. Already 31
co-operative manufacturing societies owe their establishment to the
trades’ unions. The chief thing in which they failed was in laying
the foundation of a fund for widows. The principal subject dis-
cussed in the General Assembly in Leipzig was the amendment
proposed to the Imperial Trades Act. The old corporations and
guilds, which date from -the Middle Ages, have been done away
with for more than ten years in Germany, but the new Trades
Act still allows free guilds for the masters. The trades’ unions
would have the new Act amended in a way which would allow
the dependent workmen and industrials to enter these guilds.

Throughout Germany there has been and still is an agitation among
the  workingmen, and the trouble has been so much enhanced since
the payment of the French indemnity, and the financial and industrial
trotble thus precipitated on the country, that the German Federal
Council has decided upon having an “Enquéte” made, affecting
the condition of industrial and manufactory work-people. For this
purpose both masters and workmen will be examined as wit-
nesses, and not only by a central committee, but on the spot of
their field of action. The conditions of every branch of industry
will be looked into, and, above all, the condition of apprentices,
laborers, journeymen and helps.
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BANKING IN THE OLDEN TIME,
(From the London Standard.)

“Temple Bar, or Some account of ye Marygold,” was the sub-
ject of a paper read at the last meeting of the London and Mid-
dlesex Archeological Society, by Mr. F. G. H. Price, F. G. S., of
the firm of Messrs. Child & Co., the well-known bankers. "To
illustrate the lecture, the walls of the library in which it was
delivered were hung with a number of old prints—some colored,
and many after the style of Hogarth, giving views of various
places in the vicinity of Temple Bar, and of the scenes that used
to be enacted thereabout in the reign of James I., the Charleses,
Queen Anne and the Georges. Old Temple Bar was shown in
the time of the first-named monarch, and is a proof that it is pos-
sible to construct a more unsightly building than the present gate
which separates the Strand from the city. These prints and draw-
ings, kindly lent for the occasion by Mr. John E. Gardner, are in
themselves a veritable history of Temple Bar during its various
stages, from the time of its erection down to its present period of
decrepitude and decay. Some of the scenes enacted around that
extraordinary structure must have been exciting to a degree hap-
pily unknown in our time. In one plate we see the limbs and
heads of traitors nailed to its walls;: and in another a mock
procession of cardinals and priests following the Pope in effigy,
who will presently be burned by the vast concourse in attendance.
Temple Bar, although it is neither hallowed by remote antiquity,.
nor to be admired for the beauty of its architecture, has still
bound up with it many associations which will make it live long
in the memory of men. Mr. Gardner’s prints furnish a pleasant
and instructive study of the numerous varieties of domestic archi-
tecture during the last two centuries, and of the changes which
the streets of London have undergone during the like period. In
addition to the pictures on the walls, the tables were strewn with
books and documents rich in histarical value, taken from the
archives of Messrs. Child’s Bank, and meant further to illustrate
the subject of the paper about to be read. There was a curious.
old ledger containing the record of business transacted by the
Bank in the year 1678, with designs for jewels, brooches, chains,
etc.,—for in' these times bankers were jewelers as well. There.
were old checks bearing the names of persons of distinction, whose
grandchildren were dead and gone a century ago. There was the
original of the bill sent by the Queen’s jeweler to Her Majesty
Queen Elizabeth for jewelry, and at the foot the order for payment
signed by the lord treasurer. There were various interesting auto-
graphs, amongst others that of Mistress Ellen Gwyn—the name in.
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full written by some one else, but between the Christian and sur-
name the imtials “ E. G.”, formed by the fair hand of the lady
herself, and having beneath them written the words, “her mark.”
There was also, in bold characters, the autograph of that notorious
person known in history as Titus Oates, and of those of Bishop
Burnett, George Evelyn, etc.

There was shown, too, a manuscript check drawn by the beau-
tiful Barbara, Duchess of Cleveland, the spelling of which would
in all probability shock a School Board visitor of the present day.
It runs as follows: ¢April 12, 1689, Mr. Rogers, pray paye fifty
ginnyes to the barer and place it to my acount.—CLEAVELAND.”
In fact a couple of days might be very profitably and pleasantly
spent in examining those interesting documents which have been
buried in the archives of Messrs. Child’s Bank for so many years,
and which the sudden subsidence of Temple Bar has been the
means of bringing at length to light.

Mr. Price’s paper was rather a narrative of the great banking-
house of Childs than a history of Temple Bar, but it was scarcely
the less interesting on that account; and, though of unusual length,
was listened to with great interest and attention. It was just such
a paper as would have deeply interested the author of the For-
tunes of Nigel,” or the historian of “Esmond,” so full was it of
references to historical, political and literary personages, and the
names of quaint old hostels and coffee-houses frequented by such
men as Addison, Fielding and Steele of one age, or Johnson and
Goldsmith and Boswell of another. The author of the paper very
properly observes, in opening, that the history of the banking-
house of Messrs. Child & Co. was interesting on account of its
being universally acknowledged to be the first banking-house in
succession to-the goldsmith’s trade, from *which it had sprung, and
from the business having been carried on in the same premises
from those early times. The sign of the Bank was originally the
“ Marygold,” which might still be seen in the water-mark of the
present_checks. It used to be difficult to say when the Bank was
established, but it was known that they had the cash accounts of
Oliver Cromwell, of Nell Gwyn, of King William IIIL, and Queen
Mary. The archives, which have revealed many interesting docu-
ments and facts, would in all probability never have seen the light.
had it not been for the misfortune which befel Temple Bar last
midsummer, when it was discovered that the keystone of the arch
had dropped, and that the structure was out of the perpendicular.
The causes which produced this state of things were well ventilated
in the newspapers at the time, and are familiar to most persons.
Messrs. Child, who were the tenants of the rooms over the gateway,
rented of the Chamber of London for /20 per annum, at once
commenced to move all their old ledgers and other books, amount-
ing to many tons weight, in order to relieve the arch from an
extra burden, and thus access was obtained to documents now
before the meeting. Mr. Price gave a brief history of the present
Temple Bar, which was erected ,n 1670, from designs by Sir
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Christopher Wren. Originally only posts, rails, and a chain marked
the boundary of the city westward, the same as at Holborn,
Smithfield and Whitechapel Bars in other directions. Afterward a
house of timber was erected across the street, with a narrow gate-
way and an entry on the south side. This structure being con-
sidered dangerous, having already stood some hundred years, was
pulled down after the great fire of London, and it must have been

. about this time that Messrs. Blanchard & Child built 'a new front
to their house. Thus, then, it will be seen that the Bank and the
Bar have ever since been inseparably associated.

In olden times it was customary for tradesmen to adopt signs
which they displayed on the fronts of their houses, and a house
known by any such sign retained the name under a succession of
occupants, without regard to the avocation or trade of the new
comer. So it was that the sign of the Bank was the ¢ Marygold.”
After 1764, however, signs abutting into the street were no longer
tolerated, but were in some cases affixed to the walls of the
houses, but finally were altogether abolished. It is said that Wood
street and Whitecross street were among the last from which signs
were taken down; and these signs existed as late as the year 1773.
Many of the customers of the Bank used to address their checks
to “ Mr. Alderman Child & Partner, goldsmiths, at ye sign of ye
Marygold, next dore to Temple Barr,” or “next dore to ye
Devill Taverne, in Fleet streete;” and one check had been found
addressed to Mr. Francis Child, “a goole smyth att Temple Barr,
in London.* The sign of the Marygold, in Fleet street, next
Temple Bar, appears to have originated in the sign of a tavern;
at any rate, it was first mentioned with reference to a tavern, as
may be gathered from the following paragraph, extracted from
Beaufoy’s ¢ Tokens”:

“The Banking-house of Messrs. Child was, in King James L’s
reign, a public ordinary, the sign being the Marygold. As an
ordinary 1t appears to have borne a riotous character, and at the
wardmote held on St. Thomas’s Day, December 21, 1619, Richard
Crompton, keeping an ordinary at the Marygold in Fleet street,
was presented for disturbing the quiet of John Clarke, being next
neighbors, late in the nights, from time to time, by ill disorder.”

Having given a description of the manner in which the Mary-
gold came into the hands of the bankers, Mr. Price stated that
the kitchen of the present ‘Bank put one greatly in mind of the
dining-room at Dick’s coffee-house, and closely resembled the
interior of the Rainbow Tavern.

Mr. Price, after descanting upon the merits of the Devil Tavern,
quoted an interesting note from Peter Cunningham, which says:
“In the time of Ben Jonson, who has given a lasting reputation to
the house, the landlord’s name was Simon Wadloe, the original
of ¢Old Sir Simon the King,’ the favorite air of Squire Western
in ¢Tom Jones.' Here Jonson lorded it with greater authority
than Dryden did afterward at Wills’s, or Addison at Button’s.
The banking-house of Messrs..Child still preserves the rules of



44 BANKER'S MAGAZINE. [July,

the club drawn up in the pure and elegant Latin of ‘rare Ben

Jonson,” which were engraved in letters of gold.” Mr. Price then
pointed out one of some inaccuracies which he asserts exist in

Mr. Walter Thornbury’s book, “ Old and New London.” The
lecturer then proceeded to furnish a succinct narrative of the
rise and progress of the banking-house of Child & Co., in the
course of which he recounted many anecdotes and events, only a

few of which we can afford space even to touch upon. He told

how the “ Honorable Madame Gwinn” died in debt to the firm

in 1687; how her executors agreed to the debt, and to pay the

moderate rate of interest of 5 per cent.—especially moderate then,.
when money was 6 per cent.—and how the document making this

arrangement was signed by no less notable persons than my Lords

Rochester, Sidney and Pembroke, as well as by Sir Robert Saw-

yer. He further told his hearers how it was recorded that when,
in the year 1689, the stability of the Bank became precarious in

consequence of a rumor that a run was about to be made upon

it, the famous Sarah, Duchess of Marlborough (then Lady

Churchill), at once set to work and collected among her friends.
as much gold as she could, which she took down to the Bank in

her coach on the very morning of the threatened “run,” and how,
as a sequence, Hogarth made a spirited sketch of her ladyship’s

coach stopping at Temple Bar, and another sketch of her entry
into the Bank followed by porters carrying bags of gold. These
and many other amusing anecdotes make up a large portion of
the paper, and then the author gave a long detailed family history,

or series of histories, of the principals of the house, from its

establishment down to the present date. This portion of the

paper would no doubt prove more interesting to the immediate

descendants of those families than to the general public. Amongst

the curious documents recited by Mr. Price is a very characteristic
bond for the payment of certain moneys due by Charles II,,

bearing the autograph of the Merrie Monarch, and countersigned

by the Earl of Danby. The following sentiment which is embodied.
in the document referred to must have caused Old Rowley much
merriment when it was read over to His Majesty: -

“And although the present posture of our affairs cannot reasonably spare
so greate a sum as must be applyed to the satisfaction of those debts, yet
considering the great difficultys which very many of our loving subjects [who
putt their moneys into the hands of those goldsmiths and others from whom
we received it] doe at present lye under almost to their utter ruine for want
of their said moneys, we have rather chose out of our princely care and com-
passion towards our people to suffer in our owne affaires then that our lovi
subjects should want soe reasonable a relief, and having seriously consider
of the way and means to effect this our present purpose, we could not find
any more effectuall and less prejudicially to us in the present posture of our
revenues, than by granting to each of them the said goldsmiths and others to
whom we are indebted, an annual sum,” &c.

After giving a list of the most eminent persons who had traded
with the firm since the foundation of the Bank, the paper wound
up with the names of the principals of the firm during the last
half-century.

‘
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M. LEON SAY ON SPECIE PAYMENTS AND REFUND-
ING OF THE FRENCH DEBT.

For two reasons, the financial movements of the French Gov-
emment are watched with considerable interest in this country.
First, because France, like the United States, is about to fund a
part of her debt at a lower rate of interest; and, secondly, because
she has been expected to resume specie payments at an early
period. The report of the Minister of Finance, M. Léon Say, on
the French budget throws considerable light on these questions,
which have lately been the subject of so much speculation. M.
Léon Say proposes to reimburse the six per cent. Morgan loan by
borrowing from the Caisse des Dépots et Consignations 14,541,780
francs ($2,904,356) of three per cent. rentes belonging to the sav-
ings banks, in return for which the Caisse des Dépots would receive
the annuity of 17,500,000 francs ($3,500,000), #w applied to the
interests and redemption of the same debt. Instead of the annui-
ties ceasing at thirty-one years, as at present arranged, they would
be prolonged to thirty-nine years, the difference between the 14}4
milion francs of rentes and the annuity of 17} millions, with
the extension of eight years, permitting the Caisse des Dépots to
reconstitute the capital alienated. The capital represented by the
14% million francs of three per cent. rente is, however, more than
required for paying off the Morgan loan, and a balance of about
55 millions will remain over. For example, six francs of rente of
that loan will represent, on the ist of October next, a capital of
100 francs, while six francs of three per cent. rente at 64 francs
have a value of 128 francs, a difference of 140 francs per bond of
soo francs of the existing six per cent. loan. That difference
would have to be paid by the present holders of the six per cent.
stock to receive three per cents. instead. Should they prefer
simply to be paid off at par, an equivalent sum of three per cent.
rente would have to be sold on the market; or, should the
moment not be favorable for the operation, the reimburse-
:inel:nt would be effected by means of the resources of the floating

ebt.

A saving would also be effected of an annual sum of 353,000
francs, at present required for exchange, commission, and other
accessary expenses of the Morgan loan, representing a present
capital value of 5 millions. The net results of this operation
will be the following:—On the one hande the Treasury will gain
that sum of 5 millions and about g5 millions to be paid by the

nt holders of the Morgan loan to receive three per cents.
mstead of six per cent., together 6o millions ; on the other hand,
the prolongation of the annuities from 31 years to 39 represents a
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present annual value of 24 millions, which, deducted from the 6o
millions gained, leaves a net balance of 36 millions. Such is the
economy of the scheme of M. Léon, says the Debass. In more simple
language, it means that the Minister will obtain an immediate sum
of 6o millions to help him to balance the budget of 1876, and
that at the end of thirty-one years the country will be burdened
with eight additional annuities of 1714 million francs, for it does
not appear that any sum of 24 millions is to be set apart and
allowed to accumulate so as to provide for the eight annuities.
The great aim the Minister appears to have had in view is to
avoid the necessity for a new loan, or at least to defer it as long as
possible, and to obtain the use of the balance of 6o millions. Those
considerations haveeprobably caused him to reject the more simple
plan of creating five per cent. rente for the sum required, and
which might at some future time have been converted into four
and a-half or four per cents., if circumstances permitted. The
second part of his plan consists of a modification of the treaty
between the Government and the Bank of France. The French
Treasury, as we stated some time ago, borrowed from the Bank
for war purposes gme $ 294,000,000, and agreed to pay off this
debt at the rate $ 40,000,000 a year. As this sum could not
be spared in the budget of 1874, the Government borrowed from
the Bank $ 16,000,000, payable in 1875 and 1876 in two install-
ments. By this means the letter of the compact was kept, and
the nominal amount of the reimbursement was not changed,
although the Government actually paid much less. As we indi-
cated in announcing this arrangement last September (see page
194 of Volume IX.), a new convention has since been signed with
the Bank, substituting for the former arrangement a payment of
$ 25,000,000 in 1876, of $ 68,000,000 in 1877, and of $30,000,000
in each of the years 1878 and 1879. It is one of the pro-
visions in the new convention with the Bank of France that
specie payments shall be resumed from the 1st of January,
1878, when the .debt to the Bank ‘shall have been reduced to
$ 60,000,000,

This brings us to the last and most important of the two points
which he indicated above. Specie payments were confidently
expected to be resumed this year in France. Mr. McCulloch, in
his recent letters to the New York Z¥ibume, on French finance,
hinted at this expectation, and proposed to us the example of
France in this and other respects as worthy of our consideration.
It now appears that the actual resumption is to be postponed till
1878, one year prior to the date fixed by the law of January 14,
1875, for the resumption of specie payment by the United States.
As the paper currency of France is at par with coin, and has long
been so, many persons have been surprised that France does not
resume at once. They make light of the difficulties which to M.
Léon Say and his colleagues seem so formidable. Even the Lon-
don Economist joins the ranks of the malcontents, and gives utter-
ance to their complaints as follows:
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“M. Léon Say announces that the return to specie payments in
France is to be postponed for two years—that is, to the first of
January, 1878. And for this he gives two reasons, as we under-
stand, neither of which seems to us satisfactory.

“First, he appeals to precedent, and says that America now,
and England in 1819, announced their intention long beforehand,
and gradually prepared for its performance. Why should not
France, therefore, he asks, adopt a course which certainly suc-
ceeded in England, and which probably will succeed in America ?
But the reply is, that both in America and in England the
circumstances were different. In both countries there was at the
time of the adoption of the resolution to return to specie payment
an important premium on gold. In America it was nearly 12 per
cent.; in England about 434 per cent. In consequence, an imme-
diate return to specie payments was impossible. Those countries
did not then voluntanly postpone the step, of which they
announced the determination. They were obliged to postpone it.
But in France, on the contrary, the postponement is voluntary;
there is not the slightest premium on gold in Paris, as compared
with paper, and it is long since there has been any. The stores
of gold and silver in the Bank of France are®the greatest which
the world has ever seen in any similar position, and the greatest
which it has ever had. There is not, therefore, any reason in
France for imitating the policy of States which were unprepared
to resume specie payments. As far as can be judged, France is
as well prepared for that step as she is likely to be, and almost
as she can be.

“The second argument is more peculiar. M. Léon Say says
that the loan of £ 58,800,000 received from the Bank of France
during the Franco-German war is as yet unpaid, and that, there-
fore, the return to specie payments must be postponed until it is
so. . At first sight there seems no connection between the two
operations; but what M. Léon Say means is, as we understand,
this. During the war the French Government borrowed from
the Bank of France the large sum which has been stated at
one per cent., and at the same time allowed the Bank of France
to increase its issue of notes and not to pay them in specie. The
Bank derived large profits from that increased issue, and the Gov-
emment had a share in it, because it obtained a loan at the very
low rate of 1 per cent. But if specie payments are resumed, pos-
sibly the note circulation of the Bank of France might fall; the
issue consequent on the suspension would cease, and the level of
the circulation might approach to that current before the war.
The equivalent for which the Bank lent its money at a low rate
being thus withdrawn, that money, it is argued, ought in fairness
to be repaid. And certainly cither the money ought to be repaid,
or the rate of interest adjusted. But as far as we can judge, it
would be better to adjust the rate than pay the money. The

evils which an inconvenible currency inflicts on a country—the
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uncertainty which it introduces into all dealings between man and
man; the impossibility of long credit; the exclusion from exchange
busmess, to which any kind of uncertamty in the currency is
fatal—are so great that the obtaining a limited sum of money at
a cheap rate for a short time is not to be weighed, for an instant,
in comparison with them; the good so obtained is not to be
thought of as a compensation for the loss incurred. Especially
in France, where industry is subjected to so many burdens,
and where it requires every aid, there is no worse finance
than to save a small sum 1n taxation at the cost of making
commerce uncertain, and of enfeebling the productive power of
the country.

“ We cannot but hope, therefore, that in the interval of more
than two years that are to run between this and the 1st of Jan-
uary, 1878, these arguments may be reconsidered, and that it may
be decided that France should at once resume the specie pay-
ments which will so much aid its industry, and for which it has
made such large and costly preparations.”

The Economist fails to recognize the fact that the statesmen
who are conducting the financial affairs of France have earned
the right to be implicitly trusted in a matter on which they are
so much better informed than any foreigner can pretend to be.
The future will, no doubt, show that they have done well in
choosing a policy of caution and delay. Many persons in this
country go farther than the Zconomist, and contend that specie
payments are virtually resumed in France because paper currency
1s at par with gold. It may be useful for these theorists to review
and correct their opinions. By a careful study of French finance,
and of its course during the last five years, they will learn that
insuperable obstacles may prevent and postpone the resumption of
specie payments even where the legal-tender paper has been par
for several years, and where a large reserve of coin has been
stored up to facilitate resumption.

Among the multitude of reasons which have probably influenced
the counsels of M. Léon Say on this important question, an im-
portant place was no doubt claimed by the eager desire of Germany
to obtain gold. Its new coinage arrangements are not going on

well. Gold is flowing from Germany, and from other countries,
into France. Now, this gold passes into the Bank of France,
where it is locked up, and cannot be forced out for exportation so
long as specie payments are suspended by law. Repeal this law,
and the situation changes. The Bank of France will be forced to
pay out its coin to every one that asks for it. The recent Philip-
part panic, and the adroit financial manipulation of the war scare,
suggest to us the profitable use that certain financial magnates are
ready to make of any contingency, such as would be afforded by
gxe resumption of specie payments at the present moment in

rance.
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THE BANKING ELEMENT OF LIFE INSURANCE.

To the Editor of the Banker's Magazine :

With unimportant exceptions, Life Insurance, in this country and
in Europe, has been invariably purchased by uniform annual pre-
miums to continue through life, or for a stated number of years.
By the necessity of the case, uniform premiums in Life Insurance
must be greater than are required for the earlier years, in order that
they may be sufficient during the later years. Every such uniform
premium consists of three parts, essentially separate and distinct,
and which should never be confounded. (1) A provision for
claims by death during the year. (2) A provision for expenses of
management, and for possible adverse contingencies during the
same time. (3) The reserve, or deposit, which is retained by the
Company, and accumulated for the depositor in order to provide
for deficiencies in old age, when such uniform premium will be
less than the current yearly costs of insurance upon his own life,
or for endowments. We thus see that every existing Life Insur-
ance Company is, to a certain extent, also a Savings Bank, or
custodian of trust deposits. Now these reserves, or deposits, are
not common property, but are private accumulations, in precisely
the same sense that deposits in Savings Banks are private accumu-
lations, and as such they should be treated. No policy-holder has
any right, title or interest in the deposit of any other policy-holder.
No deposit can properly be used to pay the claim by death of
any one except that of the person for whom the deposit was made;
nor can such deposits be properly used for expenses of manage-
ment, or to meet adverse contingencies, ample provision for each
having been made in those portions of the premiums specifically
charged for these purposes. In brief, the accumulations of a Life
Insurance Company are simply the aggregates of payments in
advance by individuals for insurances in the distant and uncertain
future, or for endowments. The exact share of each person in the
total funds of any Company should be clearly ascertainable at any
time.

The necessity for separate consideration and treatment of these
two functions of insurance and of deposits is clearly apparent, and
yet the distinction has been almost entirely ignored or disregarded
by every Life Insurance Company, both in this country and in
Europe. Life Insurance cannot fulfill its mission until the insur-
ance function is treated upon correct insurance principles, and the
deposit function is treated upon those principles which govern the
successful management of deposits in Savings Banks and Trust
Companies.

In all Life Insurance Companies commissions are improperly
paid, and expenses are improperly assessed upon the entire pre-

4
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mium—that is, upon the deposit portion, as well as upon the
insurance portion. The average ratio of expenses to total income
(including interest on investments) of all the Companies transact-
ing business in Massachusetts, during the eight years, 1866-73,
was 16'60 per cent. (See Report Insurance Commissioner, 1874.)
This is equivalent to an average expense of about six and a-half
per cent. upon the gross assets of these Companies, while during
the same period the Savings Banks of Massachusetts were managed
at an average expense of about three-tenths of one per cent. Now
six and one-half per cent. per annum is as much as a prudently
managed Savings Bank or Trust Company can expect to earn as
interest on investments after deducting expenses and taxes. Hence
it will be seen that a sum equal to the interest earnings upon the
entire assets, or accumulated deposits, of policy-holders in the Life:
Insurance Companies doing business in Massachusetts, was absorbed
in expenses of management! Not only are the expenses attending
the collection and management of savings deposits in our Life
Insurance Companies excessive, but the tax, or the penalty imposed.
upon the policy-holders for the withdrawal of their own money, is
unequal, and without justification. This tax has usually been a
percentage upon the reserve—the larger the accumulated deposits
the greater the penalty imposed upon their withdrawal! This
tax is seldom less than fifty per cent. of the reserve, while, in
many Companies, the policy-holder can terminate his insurance
only by suffering the confiscation of his entire deposits. Under
the usual form of contract, a policy-holder, who terminates his
insurance, kas no rights whick the Company is bound to respect,
since the portion, if any, of his own deposits, returned to him in
such case, is simply a matter of grace, and generally is just what
the managers choose to give. In the ordinary form of policy

contract no ownership, on the part of the policy-holder, in the
reserve or deposit is recognized; nor is any legal right to with-
draw any portion of it recognized; on the contrary, the failure to
pay any one of the stipulated premiums will, by the terms of the
contract, work a forfeiture of the insurance, and a confiscation of
the deposnt portions of all prevnous payments. Such stringent pen-
alties are unnecessary, and unjust, and would never. have been
assented to had policy-holders understood their true interests.

How may such defects be remedied ?

(1.) By reform—FEconomy and accountability of management
should be insisted upon, as well as a covenant or contract to
return in cash the full eguity (i. e., the total reserve, or accumu-
lated deposit, less the cost of procurmg a satisfactory substitute) to
any policy-holder who, from choice or necessity, wishes to ter-
minate his insurance.

(2.) By removing the cause—A system of insurance may be
adopted which, while safe, secure and permanent, shall yet do
away with the necessity for large accumulations, or, in other words,
which shall eliminate the Savings Bank element.
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(3-) The deposits in a Life Insurance Company should be man-
aged with the same economy that is observed in a Savings Bank
or Trust Company, and the policy contract should be so amended
that each policy-holder shall have the right to terminate his insur-
ance at the end of any policy year, and to withdraw his full equity
in cash. This-equity is-the entire reserve, or accumulated deposit,
growing out of premiums paid by him, less the cost to the Com-
pany of procuring a substitute equally satisfactory, as a contributor
to death claims; that is, a new policy-holder equal in all respects
as a subject of insurance with the one whose policy is cancelled.
The cost of such a substitute will, of course, vary in different
Companies, but it is for each the true measure of the tax or
penalty which should be imposed in such cases. No injustice
can accrue to any other policy-holder, each one having his own
similar, and sufficient, deposit, and no harm can result to a prop-
erlly managed Company.

(4.) There is no necessity for confining Life Insurance to the
system of uniform annual premiums.

A contract of insurance, to extend over the whole duration of
life if desired, may be so adjusted, each year, that what is left
from the payment of any one year may be applied in part pay-
ment of what is requisite for the year next ensuing, precisely
as in Mutual Fire Insurance Companies, where, in case of a
renewal of the policy, the return premium on the old insurance
is applied in part payment for the new. In other words,
the account may be dalanced at the end of any year, in a
simple, straightforward, business-like manner, so that each year
will take care of itself, thus avoiding the necessity for large accu-
mulations. The Company, on the one hand, will be compensated
for all the work done in the past, and for all the work to be done
in the year ensuing, including an ample margin for contingencies
—while the individual, on the other hand, will have the option of
continued insurance if he wisheg it, or of discontinuance if he pre-
fers, without unnecessary loss to himself from previous payments.
In this way the cheapness, or small outlay, of insurance for a
single year, will be combined with the security and permanence of
insurance for the whole duration of life.

A Life Insurance Company MusT be compensated each year
for the insurance furnished, for expenses of management and for
possible adverse contingencies, and should retain from the pay-
ments of each policy-holder a sum sufficient to procure a substi-
tute equally satisfactory, in case he should terminate his contract.
Beyond this a reserve, or deposit, or provision of any kind is not
necessary, and is not always desirable.

Why should a man be compelled, as a condition for obtaining
insurance which he needs, % pile up deposits for the distant and
uncertain future, which he may not desire, which are expensively
managed, which are beyond his control, and which are not abso-

y necessary? A man seeks an Insurance Company for
insurance, not as a depository for savings. If he can use his
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money to better advantage in business, or by depositing in a
Savings Bank, or if he has not the means to spare for accumula-
tion, why should he be refused insurance which he needs, and is
willing to pay for as long as he shall continue to need it? Let
us furnish Life Insurance pure and simple, for those who wish it,
and also Life Insurance combined with savings for tifose who prefer
the system of uniform annual premiums, so that any one .may
have the option by either method.

It may be urged as an objection to this plan that the payments
required will increase each year, until in time they may exceed
the uniform annual premium at the age of entry. This is unavoid-
able, and must be true of any system. Life Insurance must be
paid for, and the cost increases with the risk assumed, and the
risk assumed usually increases with the age of the person whose
life is insured. It is a question for each one to decide for
himself, whether it is better to make deposits in order to provide
for excesses, during old age, in the yearly cost of insurance over
the uniform premium, or % pay as he goes—whether it is better to
pay in advance for insurance to cover a periad of life which he may
never reach, or, if he does, for insurance which he may not then need.
The payments by the plan herein suggested, will be far less during
a series of years than the uniform annual premium —afterwards they
will be higher; this excess, however, may be provided for by deposit-
ing a portion of the premium saved in a Savings Bank, where, by rea-
son of the smaller expenses, the fund will accumulate more rapidly.
In the one case the insurance actually furnished each year is alone
paid for—in the other, deposits are required in addition, to pay
for insurance in the distant future. In both cases ALL THE INSUR-
ANCE FURNISHED MUST BE PAID FOR AT SOME TIME, and at the same

yearly costs, pro rata, corresponding to the age. No intelligent

man can for a moment be made to believe that any Company
will assume the risk of his life without an adequate compensation,
to be paid by himself. Unless the heavy expense of obtainin
and managing deposits in existing Companies is lessened, an
unless the right to withdraw these deposits—a man’s own money
—on fixed and equitable terms, in case of need, be given, one
would think the choice between pure insurance without accumu-
lations, and ‘insurance combined with savings, would not be
difficult. *

If the expenses attending the care, management and withdrawal
of reserves, or savings deposits, in Life Insurance Companies,
greatly exceed those attending the care, management and with-
drawal of similar deposits in Savings Banks, it is obviously the
interest of depositors to choose the latter rather than the former, at

least for a portion of their saviags, particularly if insurance for

the same amounts upon less expensive forms can be secured, as is
ssible. :
If instead of attempting to enact cast-iron rules of non-forfeiture,
or surrender values, Legislatures would compel each Company to
insert in its new policy contracts the terms and conditions upon



1875.] SPECIAL DEPOSITS. 53

which the holder may, at the end of any year, terminate his
insurance and receive his deposits in cash, Life Insurance Com-
panies would deserve, and would at once attain, a much higher,
and their proper, place in the estimation of the public.

Life Insurance is destined to absorb a large percentage of the
surplus earnings of our whole population. The institution is allied
with interests too sacred—its capabilities are too magnificent—for
those engaged in its management to permit radical defects to be
permaneéntly fastened upon the system.

A Life Insurance Company founded by men of high standing in
the community, and conducted upon the consolidated principles of
ample security, judicious economy, strict equity, and just accounta-
bility, could not only be made a brilliant success, but by its
example would work a reformation among existing Companies, to
the great advantage of the millions now interested in the institu-
tion.

SHEPPARD HoOMANS.

WESTERN UNION BUILDING, New York, June 8, 1875.

— O

SPECIAL DEPOSITS.

NoON-LIABILITY OF NATIONAL BANKS FOR THEIR SAFE KEEPING.
SUPREME COURT OF VERMONT.

Wiley v. First National Bank of Brattleboro.

National Banks, created under the Act of Congress, have no power to bind
themselves or their corporators, by accepting bonds, coin, or other valuables,
upon special deposit, for safe keeping and return on demand, and no recovery
can be had against a bank for any such deposit left with its cashier and not
returned on request.

This was an action on the case in three counts, with a count
in trover, for certain United States bonds.

The plaintif’s evidence tended to show that in January, 1869,
at the defendant’s banking-house in Brattleboro, he delivered to
S. M. Waite who then was, and ever since has been, the cashier
of said Bank, $ 2,400 worth of United States 5—20 bonds, and the
plaintiff offered in evidence, and it was admitted under defendant’s
objection, a written receipt ifi the words and figures following, to
wit :—

“THE FIRST NATIONAL BANK OF BRATTLEBORO.

BRATI:LEBORO, Vt., Jan. 8, 1869.
Lucius L. Wiley has deposited in this Bank twenty- July 1, 1869.
four hundred dollars of 5-zo0s, 1867, for safe keeping, :i'y v :g;g:
special deposit. an, 1, 1870.

S. M. Waitg, C.
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The words “The First National Bank of Brattleboro,” were a
printed heading to the paper on which said receipt was written.

The plaintiff’'s evidence tended to show that at the several dates
minuted on the margin of said paper, he called at said Bank, and
said Waite paid him the interest on said bonds, and entered said
memoranda on the margin of the paper; that in August, 1871, he
presented said receipt to said Waite at said Bank, and demanded
said bonds of him; that said Waite replied that he wished he had
them, but they were gone, and did not then nor has he since
delivered said bonds to the plaintiff; that some time before said
demand was made, said Waite informed him that said bonds had
been stolen the June before.

The plaintiff conceded that the defendant was a National Bank,
duly organized under the Act of Congress of June, 1864, known
“as the “ National Currency Act,” and upon the above evidence
rested his case.

The defendant gave no evidence tending to show that said
bonds had been in fact stolen, nor did the evidence show, save
as above stated, any reason for not delivering said bonds when
demanded as aforesaid.

The defendant offered no evidence, and declined to go to the
jury with any question of fact, but asked the court to hold as a
matter of law, that under said Act of Congress, National Banks
could not be held liable for special deposit; that said Waite could
only bind himself, and not the Bank, by the contract set forth in
said receipt. No other question was raised by defendant.

The Court, pro forma, declined to hold as requested, but directed
a verdict for the plaintiff, to which the defendant excepted, and
the case was certified to the Supreme Court.

The opinion of the Court was delivered by

WHEELER, J.—Although the plaintiff has in this action declared
as for a tort, still, so far as the tort rests upon contract, the same
rules are to govern that would if the contract itself had been
declared upon; as was said concerning actions of tort founded on
the contracts of infants in Zowne et al. v. Wiley, 23 Vt. 355, and
was held respecting the tort of a married woman resting on her
contract, in Woodward &° Perkins v. Barnes and Wife, 46 Vt.
332. The assumption of the obligation that the law imposes upon
a depositary to keep the deposit, is, of itself, a contract, as is ap-
parent from the nature of the transaction, and from authority:
Jones on Bail. 5; Story on Bail. § so. In this case there is no
evidence of any actua]y conversion of the plaintifi’'s bonds to the
use of the defendant Bank. And in the evidence of some con-
structive conversion, which the demand and refusal might otherwise
afford, what was said in connection with making the refusal is to
be taken as a part of it, and altogether that does not show any
refusal in denial of the plaintiff’s night, but rather a want of power
to deliver, and an excuse for it, which would be very doubtful if
not insufficient evidence of a conversion, if the demand had been
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made of the party who had become the depositary: 2 Greenl. Ev.
§ 644; and would be none whatever of a conversion by the Bank,
in this case, unless it had itself become the depositary. The trans-
actions by which the plaintiff claims that the Bank had become
the depositary were wholly with the cashier, and their effect to
charge the Bank rests entirely upon his power in that direction.
There is no controversy, and could not properly be any, that if
the taking of these bonds to keep, as they were taken by the
“cashier, was within the scope of the corporate business of the
Bank, then the Bank did become the depositary of them subject
to the liabilitities of that relation; and if without, not.

A Bank is an institution for the custody, loaning, exchange or
issue of money, and for facilitating the transmission of funds by
draft or bills of exchange: Webster’s Dict.; Burrill's Law Dict.;
Bouviers Law Dict., tit. Bank. In JFoster v. Essex Bank, 1y
Mass. 497, the Bank was chartered by that name with power to
contract by it and without other express powers, leaving the scope
of its corporate business almost wholly to implication ; but, accord-
ing to the special verdict in the case, it had always been its prac-
tice to receive special deposits of money and other valuable things
with the knowledge of and without objection by its directors. An
important question in the case, which was debated by as able
counsel as any jn the country, was as to the power of the presi-
dent and cashier to bind the Bank by taking a large amount of
gold coin in kegs to keep, on the taking of which a memorandum
of its weight and amount was made, to which the president ap-
pended a statement signed by him (but not by his official title),
that the coin was weighed in his presence, and the cashier a state-
ment, signed by him as cashier, that it was left at the Bank for
safe keeping. After much deliberation, it was decided that, on ac-
count of that practice, and not because it was a part of legitimate
banking business, the Bank became charged with the liabilities of
a depositary of the coin. That case is much relied upon for the
plaintiff in this case, and no other case as to the scope of the
powers of Banks, of sufficient importance to attract the attention of
counsel, appears to have arisen and been decided between that
and the passage of the Act of Congress, in 1864, under which
this Bank was organized.

In authorizing the formation of banks under that act, the framers
of it must have had in view what the objects of banks were de-
fined to be and what their powers were understood to be; and,
with those things in view, after providing how the banks might be
organized and officered, make contracts, sue and defend, enacted
that they might exercise under that act “all such incidental powers
as shall be necessary to carry on the business of banking by dis-
counting and negotiating promissory notes, drafts, bills of exchange,
-and other evidences of debt; by receiving deposits; by buying and
selling exchange, coin and bullion; by loaning money on personal
security ; by obtaining, issuing and circulating notes according to
the provisions of this act.” Deposits in banks had then long been
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well understood to mean the placing of money in a bank, to the
credit of the depositor, to be used by the bank as its own, and
be drawn against by, or paid to, the depositor at his pleasure, and
not the delivery of either money, securities, or other property, to be
specifically kept and re-delivered. These latter had been equally
well-known as special deposits: Story on Bail. § 88; Foster v.
Essex Bank, 17 Mass. 497. The receiving of such special deposits
is not in any sense necessary to carrying on the business of bank-
ing. If made of money even, no use could be made of it what--
ever, nor could any profit be derived from it unless charge should
be made for the custody, and then that business would be more
like that of a warehouseman than that of a banker. The receiving
- such general deposits is a part of ordinary banking business, and
power to receive them is necessary to carrying on that part and
useful to carrying on others; and when Congress granted to the
banks the incidental powers necessary to carry on the business of
banking by receiving deposits, the kind of deposits that the settled
meaning of the term, used in such connection, would apply to, and
the kind that would answer the description as to being necessary,
must have been intended. The express grant of powers mentioned
is, on familiar principles, an implied exclusion of all not mentioned.
It has been urged with plausibility, for the plaintiff, that the men-
tion of special deposits in section 46 of the Act ghows that such
were meant to be included among those that the banks, by section
8, are authorized to receive. But the provisions of section 46 are
made solely with reference to winding up the affairs of banks after
their business has been stopped, and not at all with reference to
the prosecution of it; and this part of the section has especial
reference to restricting, and not any -to enlarging their powers.
And then banks that would have deposits as security for loans
might have their business stopped, and, if so, under the provision
that they should not prosecute business except to receive and keep
their money, they might be embarrassed about such special de-
posits, on payment of the debts, without such a provision as that
in section 46 authorizing the delivery of them. But, whatever else
may have been the purpose of inserting that clause there, it seems
plain that it was ‘not intended to add to powers that had been so
categorically set forth in another separate section as to indicate
that all were intended to be named there.

This Act of Congress, besides authorizing the formation of banks,
provided a mode for organizing them by the shareholders signing a
certificate stating the name, place, and amount of stock of the
bank, the number of shares to each stockholder, and a declaration
that the certificate was made to enable them to avail themselves
of the advantages of that Act. In the absence of any showing, it
is presumed, from the concession that this is a National Bank
organized under that Act, that it was organized in that mode; and,
in organizing in that way, the shareholders would have a nght to
and would understand that they were engaging in no business
except that which the Act authorized, and that their officers, chosen
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by them under that Act, would have no authority to enter into.
any business other than that; to bind them, and to allow the
officers to jeopardize their interests, by engaging in other business
to the advantage of other persons, would allow the officers to
perpetrate a fraud on the shareholders for the benefit of others.

It is insisted for the plaintiff that the cashier, by taking the
bonds and delivering the written certificate that they were de-
posited in the bank for safe keeping, bound the bank to keep them
safely, and that it has thereby become responsible for them. But,
although Lord Coke in his feport of Sowthcote's Case, 4 Rep. 83,
and in his commentary on Littleton, 1 Inst. 89 a. b., considered
that a bailment to keep merely and one to keep safely were of
the same obligation, other reports of that case do not seem to
warrant his conclusion from it: Southcote v. Bennett, Cro. Eliz. 815.
And it appears to be now well settled that there is a substantial
difference between the two undertakings: Coggs v. Bernard, 2 Ld.
Raym., 911; Jones on Bail. 48; Story on Bail. § 72. In Foster v.
Essex Bank, it was expressly decided that neither the cashier nor
the pmndent of that Bank, even when it had followed the practice
of taking special deposits, could bind it by an express promise to
keep the coin deposited safely, because such a promise would be
outside the practice of taking to keep merely. And clearly, on
the authority of that case, the cashier in this case could not bind
this Bank by an express promise to keep the plaintiff’s bonds
safely. And the undertaking to keep, implied from the mere
acceptance of a deposit, is as far outside the authorized business.
of this Bank as that express undertaking was outside the prac-
tice of that ome. This case does not show that the cashier

these bonds in the vault, or with the property of the

Bank, at all; but doubtless the plamnﬂ' expected he would, and he
did put them into the vault of the Bank. But, if he did, he did
not do it as the agent of the shareholders of the Bank in their
corporate capacity, for he had not been made agent for such a
purpose. If he had himself become a depositary and put them
there because he considered that to be a safe place for him to
them in, then the Bank is no more liable for them than it
would be for bonds of his own if he should put them there for
the same reason. If he was the plaintiff’s agent in putting them
there, they were there at the plaintiff’s risk as much as they would
have been if the plaintiff had himself, with leave of the person in
charge, placed them there. In neither case would the Bank be
any more liable than a merchant would be if the plaintiff should
his clerk to lock bonds of the plaintiff in his safe; or than a
town would be if he should get the town clerk to lock his bonds
into the safe used to keep the town records in. The cashier had
no authority to bind the Bank by any contract for the custody of
the bonds, and the mere fact, if it was the fact, that they got into
the vault of the Bank would not charge the Bank with their cus-
tody. National Banks have uses for Government bonds, and might
In various ways, probably, convert them to their use, and should
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they do so they would unquestionably be liable for the tort as
natural or other artificial persons would; but as this case now
stands no such cause of action appears.

Foster v. Essex Bank is the only one of the cases eited in argu-
ment, or that has been observed, that has involved any question
enough like the leading one in this case to afford any direct guide
for its decision; and there is this difference between that case and
this, that in that case the charter did not proceed to express what
powers the Bank should have to make contracts and to do busi-
ness, while in this the act under which this Bank is organized
does expressly set forth what powers the Banks should have, and
does not include power to take special deposits among them. This
cas¢ would have been like that as to powers of the Banks if the
Act of Congress after authorizing the formation of Banks with
powers to contract, sue, and be sued, had stopped there, without
setting forth anything about the business as to which they might
contract. As it is, the case has had to be decided more upon
the construction of the Act of Congress, considered with reference
to settled principles that stand about the subject, than upon de-
cided cases. And upon that act so considered it is determined
here that the taking such special deposits to keep, merely for the
accommodation of the depositor, is not within the authonzed busi-
ness of such banks, and that their cashiers have no power to bind
them to any liability on any express contract accompanying or
any implied contract arising out of such taking.

And this conclusion cannot work any injustice or hardship to
the plaintiff, for he dealt with the cashier because he chose to,
not because he was obliged to, and if the cashier in the dealings
assumed to have any power he did not have, the plaintiff trusted
him in that respect and has his responsibility to rely upon to vin-
dicate the assumption. And if the cashier incurred any liability as
for himself, the plaintiff likewise trusted him about that and has
the same responsibility of the cashier to look to for it.

Judgment reversed and cause remanded.

|Our comments upon this question are reserved for the August
number.—Ep. B. M.]

THE LAW OF GUARANTEE.
WHAT CONSTITUTES A GUARANTOR OF A PrROMISSORY NOTE.
SUPREME COURT OF ILLINOIS.

Samuel Glickauf v. Kaufman et al.—Appeal from Superior Court of Cook.

Opinion of the Court by ScorT, J.

The question raised is, whether appellant is the guarantor or indorser at
common law, or under our statutes, of the notes which are the subject of this
litigation.
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The declaration declares against appellant as the guarantor of two prom-
issory notes executed by Rothchild, and pax;able to the order of appellee, to
which he filed three pleas: 1st, That he did not undertake and promise, or
guarantee, in manner and form as alleged. 2d, That he did not execute any
guaranty in writing on either of said notes; and 3d, That he did not in any
manner or form tee the payment of the notes. All of which were
verified by his vit. )

We have carefully considered the case in the light of the evidence, and we
cannot but regard the undertaking of appellant as a primary obligation, being

of a guarantor, and not as a mere indorser at common law or under the
liability imposed by our statute.

From the evidence of appellant, who was a witness in his own behalf, it
appears he wrote his name across the back of the motes at the date of their
execution and before delivery; that no guaranty was then written over it, and
while he most iositively declares he never guaranteed the notes, he neverthe-
less does state he indqgsed the notes in pursuance of the tripartite agreement
introduced in evidence. That agreement was signed by the creditors of Leo-
R)ld Rothchild, among whom were appellees, the maker of the notes, Leopold

othchild, and appellant. It was agreed the creditors would accept, in full
satisfaction of their respective claims, thirty-five per centum, in consideration of
the same beingisecn by the indorsement or acceptance of appellaat on the
notes of Rothchild. And appellant, on his part, agreed that upon the execu-
tion of the agreement by all the creditors he would assume and become
responsible to each of them respectively for thirty-five per centum of his or
their claims against Rothchild, and would deliver to the creditors in settle-
ment thereof the individual notes of Rothchild with his own indorsement
thereon, or, at the option of any creditor, the drafts of Rothchild accepted by
him and payable as stipulated.

The rule of law is so well settled by a uniform course of decisions in this
State, it admits of no further discussion, that where the name of a person,
not the payee of the note, is indorsed on it before delivery, the presumption
is, in the absence of evidence to the contrary, he indorsed it as guarantor.
Cushman ». Dement, 3 Scam., 499; Lincoln ». Hanzey, §1 Ill. 433.

This presumption has not been overcome by anything in the evidence. The
oral testimony in the case must be considered in connection with the written

ent between the parties, and, when that is done, it very clearly appears
appellant indorsed the notes as guarantor and not in the capacity of an in-
dorser at common law. The terms employed in the written agreement are
wholly inconsistent with appellant’s theory of the case. Iie was to ‘“assume
and become responsible ” on the notes to be given, and, at the option of any
creditor, he was to “accept” the drafts of Rothchild. These words indicate
as unequivocally as language can, that appellant’s obligation was primary, not
secondary. He was to indorse the notes, that is, he was to place his name
on the back of them. But how? Not in the capacity of indorser as at com-
mon law or assignor under our statute, but in pursuance of the written agree-
ment so as to become responsible primarily as an original undertaking. The
fact the creditors had the option to have him accept the drafts of Rothchild is
conclusive evidence the obligation he was to assume was absolute and not
conditional.

The Court was asked by counsel to decide the agreement between appellant
and appellees was that of indorser at common law, or that of assignor, under
the statute of this State. This the Court properly refused to do. Appellant
was not a mere common law or statutory indorser. The legal effect of the
agreement was to make him a guarantor of the payment and not merely of
the collection of the notes to be given in satisfaction of Rothchild’s indebted-
ness. The evidence is full to this point. Hence appellees were authorized to
write a guarantg'eover the signature of appellant. gt was the legal effect of
the agreement between the parties.

The Court committed no error in construing the contract, and its judgment
must be affirmed.

Judgment affirmed.
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INQUIRIES OF CORRESPONDENTS,

ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE.

I. THE LIABILITY FOR FORGED SIGNATURES.

BANK, NEW ORLEANS, 1875.

I find a diversity of opinion among bank officers and business men upom
the question of the litbsity of an indorser upon a fbrged check which has
been smid by the bank upon which it is drawn. Will you glease give the
generally accepted view and weight of decisions upon the point

Suppose that in the course of business A receives a check, purporting to
have been drawn by B on the First Bank, and indorses it for deposit in the
Second Bank. It passes through the exchanges on the following day, is paid
by the First Bank and charged to the account of B.

Subsequently B alleges that the signature is a forgery. Has the paying
bank recourse on the xsnedorser from whom it was received¥

Do not the decisions on page 982, BANKER’S MAGAZINE for June, 1874, and
page 463, BANKER’S MAGAZINE for December, 1874, bear on this point?

REPLY.—The general principle of the law on this point is, that a bank is
bound to know its customer’s signature; that, accordingly, if it makes payment
upon a signature which is not genuine, it must suffer the whole loss which
shall result therefrom. It is considered that, although the drawer and drawee
of a forged check may be equally innocent, morally, yet the loss has arisen
through some degree of neglect or default on the part of the latter; and,
however small this neglect may be, it suffices to fix the loss upon him.

The cases alluded to as possibly bearing on this point come under a different
principle. They each refer to a check whose signature was genuine, but of
which the amount had been altered. In such cases the party upon whom is
proven the neglect of proper caution must suffer the loss. Recent rulings
agree that, unless the bank which pays or certifies an alfered check has
failed to detect an obvious fraud, it cannot be held liable when the attendant
circumstances ought rather to have put upon his guard the party who took
the check, however innocently.

II. THE ABOLITION OF GRACE ON BILLS AND NOTEs.

NATIONAL BANK, MICH., June, 1875.
Is not the whole system of allowing grace on time obligations a nuisance,.
and a source of confusion, and nothing eﬂe? No doubt, when the custom was
first established as a privilege, or favor, it served a good purpose; but now
that it is universally claimed as a 7igk¢, the benefit derived ﬁom it is obsolete.
No one is accommodated by “thirty days” in a note or bill being construed
to mean thirty-three days; and the confusion and misunderstandings arising
from it, and the conflicting laws in the different States in regard to it, are
innumerable. Why not abolish it altogether, and have paper mature according
to the terms of its face? I am aware that “the law and usage is one that
pervades the whole commercial world,” and that to be rid of it will involve
much agitation; but will not the result be worth the effort ?
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It seems to me the coming Convention of Cashiers, at Saratoga, may be a
fitting ime and place to initiate the reform. Let the matter be presented
then, discussed, and committees appointed in the various States to superintend
the rctitigning of their respective Legislatures for the enactment of laws, as
nearly uniform as possible, establishing the fact that a note or bill shall mature,
biterally, according to the terms of its face, and thereby abolish all existing
laws relating to grace. CASHIER.

RerLy.—Although the abolition of days of grace on bills and notes would
promote general convenience, the usage is one so firmly rooted that its dis-
lodgment must be very difficult. Originally granted by the holder as a favor,
it has ripened into a positive right of the payer, and as such would be
reluctantly given up by that large class of the business commuunity—the
debtor. Yet, inasmuch as some of the older countries have done away with
this custom, it is not impossible that our own more progressive nation may
see fit, before many years, to make the change suggested, and there are some
strong reasons for it.

In France, where formerly ten days of grace were allowed, there are now
none, the Code Napoleon having abolished them. There are none in Holland.
Three days are allowed in England, Scotland, Wales and Ireland, and, with some
exceptions, in Bétlin, Trieste and Vienna. Four days are the rule at Frankfort
on the Main; six days in Venice; twelve in Hamburg, and fifieen in Brazil.
Iu other places there are some curious exceptions; at Lisbon and Oporto
fificen days on local and six ou foreign bills, but if not previously accepted
they must be paid on the day they fall due, or be dishonored. St. Petersburg
allows ten days on bills payable after date, and three on those at sight, while
on those at any number of days after sight, no grace whatever. And in
Spain the usage varies, in different parts, from fourteen to eight or six days,
bills payable at a fixed date having none. In international exchanges, this
want of uniformity is a,serious inconvenience.

In regard to drafts payable at sight, and to time checks on banks, there is
an obvious necessity for explicit legislation in all States, and the suggestion

of our correspondent is well worthy of attention.

III. CAN A NATIONAL BANK TAKE NOTES SECURED BY MORTGAGE AS
COLLATERAL?

WOOSTER, O., June 16, 1875.

Under section 28 of the National Bank Act, National Banks are not permit-
ted to purchase, hold or convey reai estate, except for g:r es therein speci-
fied. e prohibition is founded upon principles of banking recognized as
sound by all careful bankers, and is evidently intended to prevent the making
of loans solely upon real estate security.

Now, suppose the bank makes a loan on a promissory note, taking as col-

ral security a mortgage note in favor of the maker, and then, the note to
the bank having been dishonored, proceeds to foreclose the mortgage. Is the
loan void? .

REPLY.—Such a loan is in violation of the National Bank Act, and it has
been clearly decided that any mortgage note is worthless as a security to the
bank. That the loan itself is absolutely void as to the maker we do not,

bowever, understand. .
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BOOK NOTICES.

Digest of Decisions in Me Courts of Last Resort of the Several Stales, contained
in the American Reports, from Volumes I to XII, inclusive. By Isaac
GRANT THOMPSON, 1870-1875. Albany: John D. Pnrsons. Jr., 1875.

This is a useful volume, and it should be in the library of every bank
and banker in the country. The fund of information it contains is admirably
arranged, and the man of business has little difficulty in turning without delay

to the precise point on which he desires information. The work contains 400

pages, and is preceded by a valuable table of more than 300 important cases
which have been overruled, doubted, denied, &c. To some persons the use-
fulness of this book would have been enhanced had it contaiged an analytical

index. The value of such an apparatus in a book as carefully prepared as .

this, it is impossible to overestimate. The want is less felt, however, because
of the alphabetical order and lucid arrangement of the subjects. The chapters
on agency, banks and banking, bills and notes, corporations, insurance, mort-
gages and the statute of frauds, as well as those on trusts, telegraphs and
sureties will be found both useful, condensed, and, as far as they go, complete.

A New Monctary System. By EDWARD KELLOGG. KEdited by his daughter,
Mary KEeLLoGG PurNAM. Fifth edition. Philadelphia: Henry Carey
Baird ; and London: Samson Low, Marston, Low & Searle. 1875.

This book is furnished with an excellent index, an elaborate appendix, and
a full table of contents. It bears other marks of careful editing, and it has
gone through five editions. It is preceded by a biographical sketch of the
author by his daughter, who tells, in a dozen pages, all that the public wish
to know of the author. He was born at Norwalk, Conn., in 1790, and com-
menced business as a dry goods merchant in this city. He was a frequent

contributor on monetary subjects to the New York 77ibume, and he warmly -

advocated the issue of paper money.” He died 29th of April, 1858, nearly four
years before the partial adoption of his theories by Congress, and the passage
of the Legal-Tender Law of February, 1862. His book is well worth reading,
though his theories are much more unpopular than they were some time ago.
It is an earnest book, into which the writer put the whole wealth of his mind
and heart. In his fondamental principles of finance we think he erred greatly,
but he never failed throughout a long and honored life to follow the highest
intelligence he had, and to do good according to the best of his power. The
book before us conmsists of two parts, of which the first treats of the nature
of money and of value, the growth of capital, the advantages of a low rate of
interest, the principles of credit, the nature and management of banks, the

tion of the currency, and the repeal of the usury laws. These prelimi-
nary discussions fill up two-thirds of the volume. The remainder is occupied
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by an exposition of the author’s system of paper money, which is substantially
the same as the current theories to which we have often had occasion to refer.
Starting from the principles of John Law, he extends these principles much
farther than Law ever did. The chief defect of Mr. Kellogg's book, next to
that we have mentioned, is that it was written before the gold discoveties of
1849, and consequently is out of rapport with the age of inflation, which
was started by those discoveries and which is only as yet beginning.

Protection and Free Trade: an Inguiry whether Protective Duties can Benefit
the Interests of a Countyy in the Aggregate: Including am Examination
inlo the Nature of Value, and the Agency of the Natural Forces in pro-
ducing it. By Isaac Butrrs. New York: G. P. Putnam’s Sons. 1375,

The machinery of our courts of justice, it has been said, is better adapted
than any other for the discovery of rights and the adjustment of wrongs. It
gives us on each side of the dispute a man who is to be its advocate, and
presents every fact and argument in the most favorable light it will bear.
Secondly, we have a Judge, whose duty it is to sum up with impartiality the
facts and arguments adduced, with the proper legal principles and statutes per-
taining thereto; and, finally,” to represent the great tribunal of public opinion,
we have twelve men solemnly intrusted as a jury with the final decision of
the case. Something like this may be said of the process of investigation in,
finance and political economy. But it is to be regretted that a like orderly
method of procedure cannot be adopted in the discussion of economic theories

- and financial problems. Why is it that we confine our reading so exclusively
to the books and newspapers whose views agree with our own? Why not’
allow the advocates on both sides a patient, full hearing, that the public may
impartially decide betwegn them? One reason is, the lack of men competent
to take the part of the Judge, and to sum up impartially the whole of the facts
and arguments and to concentrate them in one focus, illumined, harmonized, and
subordinated to each other under the piercing rays of his penetrative sagacity
and broad scientific exposition. Another reason, doubtless, is, that the public
bave too little knowledge, and the advocates on each side too much dogma-
tism. The book before us is not judicial in tone, and does not pretend to be.
Mr. Bautts is an ardent advocate of that side of the great economic problem of
the nineteenth century which appeared to him to be right. So certain was he
that the thing which seemed right to him was absolutely right for all men and
for all nations in every age, that he could not adjust the lens of his mind’s
eye to the distinct contemplation of the arguments which refute his own.

_Hence Mr. Butts was just the man to succeed as a leader and organizer of
other men. He was a clear, earnest, impressive writer, and, as a journalist,
be filled for twenty years a prominent and useful place as editor of one of the
leading daily newspapers of this State. His book deserves to be read by the
men who oppose his principles, as well as by those who advocate them. It
exhibits a great amount of reading, with an enviable capacity for concentra-
ting in compact vivid masses the reasoning and the facts which he collected
from all sources in defense of his favorite opinions. His style is also
more accurate and clear than that of not a few editorial writers of more
pretension.
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The Example of France: Two Essays on the Payment of thé Indemnity,
and the Management of the Curre since the German War, 1870-'74.
By VICTOR BONNET. Transiated [rom the Revue des -Deux Mondes,

4y GEORGE WALKER. New York: D. Appleton & Co., 187s. .
These admirable .essays have been referred to in our pages more  than
once, and although Mr. Walker’s translation of them has had a large sale, it
deserves to be more widely known and appreciated. The essays are preceded
by a useful summary of facts, which adds much to the value of the work.

" 'Mr. Walker explains that “the war lasted less than ten months, and its cost

was $ 1,857,776,400, an amount equal to two-thirds of our war debt, and in-
curred in less than one-fourth of the time occupied by our war. In July,
1870, when the war began, the circulation of the Bank of France was
$ 251,000,000 and the specie in hand $ 229,000,000, or about 9o per cent.
‘Specie payments were suspended, and bank-notes made a legal tender in
August of that year. The first bank statement published after the peace,
June, 1871, showed a circulation of $ 442,000,000, and a specie reserve of
$ 110,000,000, or about 25 per cent. The highest figures attained by the cir-
culation November 1gth, 1873, were $602,000,000, and the specie reserve at
that date was $ 146,000,000, or 24 per cent. The greatest depreciation of bank-
notes as compared with gold, was in November, 1871, when it rose to 2%
per cent., But it shortly afterwards declined to par. At the latest date re-
ceived, December 10, 1874, the circulation stands at $264,000,000, or more than
52 per cent. There would seem, therefore, to be no longer any financial
obstacle to the immediate resumption of specie payments. The change in the
situation of the Bank within the last twelve months is indicated by a decline
in the circulativn of $ 61,000,000 and a gain of specie of $ 116,000,000, showing
an aggregate improvement in cash means as compared with immediate
liabilities, of $ 177,000,000.”

It is much to be desired that Mr. Walker, or Mr. Balch, or some other
competent person, would translate the official report of M. Léon Say, the

French Minister of Finance, on the payment of the indemnity, from which the -

foregoing figures are chiefly taken. Mr. Walker gives a suggestive comparison
of the habits of the French people with those of the English in the use of bank
accounts, checks and other subsidiary instruments of credit, and shows that
the absence of these expedients makes a larger monetary circulation necessary
in France than in England. He also adds that “in point of economy in the
use of capital, the English have signally the advantage, inasmuch as the
widely ramified system of banks and savings banks in the United Kingdom
gathers up and aggregates all the petty hoards and savings of the nation,
drawing almost the entire metallic stock of the country not in actual use into
the Bank of England. But this far-reaching economy entails on the country,
corresponding dangers. It makes it peculiarly susceptible to crises, and in-
volves the whole nation in any misfortunes which may involve the ceater.
The entire kingdom vibrates with every shock expersenced in London; and
London, as we have seen so many times in the last three years, is agitated
by every political or commercial event which disturbs the tranquillity of Europe
or America.” These words receive a striking confirmation from the events of
the last month. The pamphlet, as will be seen, contains in a small compass
a fund of suggestive information which every financial man may easily gain,
and is usually expected by his less informed neighbors to possess.
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Le Cre’g'it ¢t les Bamgues d’ Emission. Par Victor Bonmet. Puris: Guillaumin,
1875.

M. Bonnet is well known. to many of our readers by his lucid publica-
tions' on the payment of the French indemnity. He has just been elected
2 member of the Council of the Créiit Fomcier de France, as well as of the
Crddit Agricole. ‘The work above mentioned contains several new essays,
to which is added a part of M. Bonnet’s work, Le Crédit et les Finances, pub-
lished in 1865. The present work is devoted more exclusively than the former
one to the Banking question. M. Bonnet is in favor of a single Bank of
issue. He argues that, of the two systems adopted in various countries, that
of an uncontrolled issue of notes, with no othér condition than their converti-
bility on demand, which is the system of the Bank of France, or that of an
issue of notes, subject to restrictions, as established in England by the act of
1844, and adopted recently by Germany, the former is the most simple and
rational. ‘The absolute obligation of receiving the notes in exchange for specie,
and the frequent publication of the situation of the banks are, he believes,
except in such cases of force majeure. as wars and revolutions, the only effect-
ive precautions against an inflated currency,—all others being illusory, as they
do not preserve banks from a suspension of specie payments when grave diffi-
culties arise; while, under favorable circumstances, they are an obstacle to a
note circulation rendering all the services of which it is capable. M. Bounet
admits that there may be a danger that an inflated circulation will destroy the
mone:ary equilibrium, and raise prices abnormally; but that inconvenience, he
says, is inherent to all kinds of paper put in circulation to facilitate trade,
whether commercial paper, bills of exchange, or even checks. The system of
the Bank of France has succeeded, he contends, where the other has failed,
because it is founded less on rule and more on the intelligence and responsi-
bility of the Board of Direction. With the system of restriction, a bank has
only to keep in hand the required minimum of cash, or not exceed the limit
of issue, and it is dispensed from all other care; the Directors knowing that,
if embarrassments arise, the Government will relieve them of the obligation to
give cash for their notes. With the system of unrestricted liberty, on the
the contrary, the Directors cannot take shelter behind the law; and it is for
them to see that their reserve is always such as to make sure of the converti-
bility of their notes. The Bank of France has indeed, as he admits, been
twice forced to suspend its payments in specie, but the circumstances were
then such as to override all prevision, and the most severe restrictions would
not have averted the necessity for such a measure. Yet, when the forced
currency was decreed, in 1848, the metallic reserve still exceeded a third of
the notes; and in 1870 the Bank of France possesssed more than 1,000 mill-
fous of specie to a circulation of 1,600 millions. M. Bonnet is opposed to a
very low rate of discount at the State Bank of issue, which would cause it to
compete with the other establishments of credit. If these, he argues, when
capital is abundant, choose to lend at a low rate, they have a right to do so;
they have not the same responsibility. This part of M. Bonnet's work will
be read with much interest in this country.

5
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NATIONAL BANKS OF THE UNITED.STATES.

May, 187s.

Abstract of reports made to the Comptroller of the Currenc, showing the
condition of the National banks of the UNITED STATEs, at the close of busi-
ness on the 1st of May, 1875," and also on May 1st, 1874, and April 25th,

1873.
LIABILITIES. Mays Mos a 3
’ 3.04‘;’5;’:&:. 1,97:’6::':b. 1.94 . .
Capital stock paid in........... . $497,717,143 . $490,077,101 . $ 487,891,251
Surplus fund.......ccoeeeiaiL.. 131,404,608 . 125,561,081 . 115,808,57
Undivided profts. -~~~ -.- 35849050 | 54330713 . S341E4E
National bank notes outstanding. 22,522,330 . 0,267,649 - 8,163,86.
State bank notes ontstsnding.f. 3 13,33;9 . 34l,o49,z86 . 331:280,zo§
Dividends unpaid .............. 2,502,234 - 2,259,129 . 1,462,336
Individual profits............... 692,558,620 . 649,286,298 . 616,848,358
U. S. deposits................. 6,797,972 - 7,994,422 - 7,880,057
Deposits of U. S. disburs’g officers 2,766,387 . 3,297,689 . 4,425,750
Due to National banks.......... 127,083.238 . 135,640,418 . 126,631,026
Due to State banks and bankers. 52,654,956 . 4&, 3,924 - 35,036,433
Notes and bills re-discounted.... ,671,031 . 4,581,420 . 403,04
Bills payable................... 2,079,632 . 4.;72,662 . ;,osg,lzi
Aggregate Liabilities. . $1,904,421,193 $1,867,802,796 $1,800,303,280
RESOURCES. .
Loans and discounts............ $964,574,114 - $923,347,030 - $912,064,267
Overdrafts .......o..cooennnane. 3,979,383 - ... .... . ceeeanen
U. S. bonds to secure circulation. 377,026,900 . 389,249,100 . 386,763,800
U. S. bonds to secure deposits. . . 14,372,200 . 14,890,200 . 16,235,000
U. S. bonds on hand........... 14,290,800 . 10,152,000 . 9,613,550
Other stocks, bonds, & mortgages 20,102,197 . 25,460,460 . 22,449,146
Redeeming and reserve agents... 80,620,878 . 017,603 . 88,81
Due from (gnher National gbanks.. 45:980:330 . z::zgz,mg B 38:6 ?:ggg
Due from State banks & bankers. 11,084,531 . 12,374,391 . 12,883, 53
Real estate, furniture and fixtures 40,051,527 - 36,708,066 . 34,2!837
Current expenses .............. 7,703,477 - 7,2&7),203 R 7,410,045
Premiums paid................. 8,413,874 - 8,680,370 . 7:559:987
Checks and other cash items. .... 13,120,606 . 11,948,598 . 11,425,200,
gxnchalflgesh for lglearinlgﬂ::se. - I ,9go,819 . 94.,278,218 . 94,132,125
ills of other Nationa ] 19,4 9 . 20,673,452 - 19,310,202
Bills of State banks. zi:%gl . 1345 3
Fractional currency. 2,702,200 .
Specie on hand..... 9,986,061 .
Legal-tender notes ............. 83,980,928 .
U. S. certif. for legal-tender notes 38,655,000 .

Three per cent. certificates......  ........
Five per cent. redemption fund.. 16,787,279
Due from U. S. Treasurer other

than § per cent. Red’n Fund.. 5,627,142

Aggregate Resources .. $1,904,421,193

been received.

$1,867,802,796 $1,800,303,280

* This statement is exclusive of one bank in San Francisco, from which a report has not yet
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THE SARATOGA CONVENTION.

The following circular, which has been sent to all banks and bankers
thronghout the United States, furnishes some information as to the progress
and prospects of the undertaking. In our June number the original call
was published and our comments expressed. We can only repeat that we
wish for this Convention a large attendance and results of abundant use-

falness :
. NEwW YORK, June 21st, 1875.
To the Bank Officers aud Bankers of the United States: ‘
_DEAR SIR: A meeting of the Committee of Arrangements for the Conven-
tion .of Bank Officers and Bankers, to be held at atoga, on the 20th of
2:?' was held in this city on the 24th ultimo, at which committees for per-
ing the necessary arrangements were appointed.

It was the decided sense of the Commitiee that all questions of a political
or sectional significance should be carefully avoided in the Convention, and
that the meeting should be for business and social purposes only, the object
being to bring iank officers and bankers into closer relations, with a view to
the advancement and protection of mutual interests. The Committee respect-
fully recommend that every bank send a representative, and it is hoped that
out of this meeting, and such others as will naturally follow, will grow results
of 2 business and social character of importance to all.

A large attendance is expected, and the work necessarily entailed upon the
Committee of Reception will be onerous. To relieve them, as far as possible,
those who propose to attend will please notify J. S. Leake, Cashier, or S. H.
Richards, Cashier, Saratoga Springs, N. Y., before July roth.

It is also requested that all delegates, on arrivillzlg at Saratoga, will register
cither at the First National Bank or Commercial National Bank, where appro-
priate badges will be furnished.

The “original call” is hereto appended, as it is possible that it may have
failed to have reached some of the banks. It is, therefore, reproduced without
the names of the signers.

You are urgently invited to attend this National Congress of Bankers, and
your cordial co-operation and aid in the preliminary arrangements solicited,
and correspondence and suggestions invited, which may be addressed to either
the Chairman or Secrctary of this Committee. .

Very truly yours,
A. P. PALMER, C{airman of the Committee,
(Cashier Albany City National Bank, Albany, N. Y.)
J. D. ScuLLy, Secretary,
(Cashier First National Bank, Pittsburgh, Pa.)

The following gentlemen were present at the meeting of the General Com-
mittee of Arrangements :—E. H. Perkins, Jr., Cashier Importers and Traders’
National Bank, New York; George F. Baker, Cashier First National Bank,
New York ; George W. Perkins, Cashier Hanover National Bank, New York ;
E. Skillin, Cashier Central National Bank, New York; A. W. Sherman, Cash-
ier Dry Goods Bank, New York; A. P. Palmer, Cashier Albany City National
B'ok, ‘Albany; C. E. Upton, Cashier City Bank, Rochester; J. S. Leake,
Cashier First National Bank, Saratoga Springs; R. B. Conant, Cashier Eliot
National Bank, Boston; Morton McMichael, Jr., Cashier First National Bank,
Philadelphia; J. D. Scully, Cashier First National Bank, Pittsburgh; C. C.
Cadman, Cashier Merchants and Manufacturers’ Bank, Detroit; L. C. Murray,
Cashier Kentucky National Bank, Louisville; J. T. Howenstein, Cashier
Valley National nk, St. Louis; J. W. Lockwood, Cashier National Bank of

Virginia, Richmond.
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THE CENTENNIAL.—A meeting of bank Fresidents of Philadelphia was held on
June 7th, at the Girard National Bank, of that city. Committees of arrange-
ments were appointed for the meeting of bank presidents from various por-
ticlms of the country, to be held on June 24th. The call for the meeting is as
follows :

Resolved, That all National and other banks, and all bankers of tbe United
States be and they are hereby invited to send representatives to a meeting to
be held in Philadelphia on the 24th day of June, 1875, on the Centennial
grounds, to form an association for the purpose of collecting, classitying and
exhibiting, in a suitable department of the Eentennia.l buildings, specimens of
the coins and paper money of the American colonies, of the United States, and
of all the States, from the earliest settlement of the country to the date of the
Exhibition, together with such statistics of banking and finance generally as
will make that department attractive, of historic interest, and illustrativé of the
dévelopment and progress of the country.

MR. SPINNER’S SIGNATURE.—A writer in the Indianapolis Journal says:
“The law requires all notes, bonds and interest coupons issued by the Gov-
ernment to bear the signature of the Treasurer. In former times, before the
invention of greenbacks, and when the bond issues of the Government were
comparatively insignificant, the Treasurer used to affix his personal signature
to them. hen General Spinner came into office in 1861 he still pursued this
practice for awhile, and nearly killed himself in the monotonous manual labor
of writing his name. It soon became evident that the work was greater than
any man could do, and left him no time whatever for other more important
duties. So when the first issue of Government notes was made in the summer
of 1861, a different arrangement was made. These notes were receivable for
customs duties, and being payable on demand were called demand notes. The
whole amount of them issued was $60,000,000. This was before the Govern
ment began to print its own notes. These demand notes were engraved and
Erinted in New York, and sent to the Treasury Department at Washington to

e signed by the Treasurer and Register. As the theory still prevailed that
they must be signed by hand, a force of about eighty clerks was organized to
do the work by deputy, one-half acting as Deputy Treasurers and the other as
Deputy Registers. At first the words ¢ for the’ had to be written in, making
the signature read, ¢ John Jones, for the Treasurer,’ or for the Register, as the
case might be. Afterwards the words ‘for the’ were engraved, and only the
signature had to be written. The signing of the $ 60,000,000 of demand notes
occupied this force of eighty men about six months—from August, 1861, to
February, 1862. Although the Government credit was good at that time, it
was even then sorely pressed for ready money to meet the heavy expenses of
organizing and equipping the Army. Thus the demand notes were called for
faster than they could be signed, and it often occurred that the whole force of
clerks was kept at work till nearly midnight signing bills which would be cut
and trimmed early the next morning, and in some paymaster's chest before
night. It happened to the writer to have charge of the work, and he well
remembers the high degree of gratification evinced by the then Secretary of
the Treasury, Mr. Chase, on learning that the last sheet of demand notes had
been signed without the loss of a dollar. These were the last Government
notes signed by hand.”

THE SAVINGS BANK LAw oF NEW YORK.—The full text of this new act is
published in a supplement to the Albany Law Journal, We have already
given a summary of its provisions, but have not space for the entire bill.



1875.] BANKING AND FINANCIAL ITEMS. 69

THE CALLs OF FIVE-TWENTY BoNDs.—The Secretary of the Treasury, on
June 1st, issued a call for the redemption of $10,000,000 of 5-20 bonds of
1862, to be paid on the 1st of Septemger, at the United States Treasury, at
which date interest will cease. The amount called is in coupon bonds, of the
following numbers all inclusive:

$5s0—No. 20,301 to No. 21,002. .... $ 500—No. 27,201 to No. 31,900.
$ 100—No. 51,601 to No. §9,100. .... $1,000—No. 80,651 to No. 91,500.

This is the twentieth call, of which four calls are now out and not yet

responded to, viz.:
l§$ call, for.......... $ 5,000,000, expires July 20.
l “ {3

. §,000,000, ¢ Aug. 1.
19th “ §,000,0c0, “  Aug. I15.
20th  “ .......... 10,000,000, “  Sept. I.

Total.......... $ 25,000,000.

ROBBERY IN THE TREASURY DEPARTMENT.—A package, containing $47,098.52
in money, was stolen; on lJune 2,\from the cash room of the Treasury. It was
addressed to the National Park Bank, New York, and was missing when the
day’s business was closed up at the regular hour. Strenuous efforts have
been made to discover the perpetrator of this theft, but thus far without suc-
cess. As the money was principally in $500 bills, it can hardly be used with-
out leading to detection.

In regard to shortages in money packages sent to the Treasury for redemiy-
tion, the Washington Star states tiat the bank officials are as often chargeab
with error as the Treasury officials, and that in a dozen cases banks have been
notified of errors in their favor, ranging in amount from one hundred to five
thousand dollars.

THEFT IN A BANKING-HoUSE.—W. F. Leslie, receiving teller in the banking-
house of Duncan, Sherman & Co., absconded, in June, with $12,000 in cas
belonginf to the house. He had been for many years in the service of the
firm, and had the entire confidence of his employers. He was arrested in
Canada, brought back to this city and committed for trial.

SusPENSION.—Turner Brothers, bankers, who succumbed in June, 1874, in
consequence of being overloaded with railroad contracts and paper, and resumed
business again, announced, on June I0, their inability to meet their extended
paper. They had paid forty per cent of their indebtedness, but were unable to

y another installment of the remaining sixty per cent. now falling due.

ndividual members of the firm are largely interested in real estate in this city
and Brooklyn. They have made several attempts to convert this property into
cash, but were not successful. The firm built the large white marble building
on Nassau street, between Pine and Cedar streets. They hope to pay all their
obligations in the course of time.

STOCK CERTIFICATES.—It has been decided by the Committee on Stock
Lists, of the Stock Exchange, that engraved signatures on bonds or certificates
of stock will not be accepted in future. This decision does not apply to
coupons.

THE BoOKS OF SUBSCRIPTION to the Capital Stock of the Provident Savings
Life Assurance Society of New York, were opened on June 7th, at its office,
Western Union Building, Broadway and Dey street. Messrs. William T.
Booth, William S. Opdyke, and Sheppard Homans are the Commissioners.
This Company proposes to introduce some important changes in the business
of Life Insurance—notably by the recognition of the rights of policy-holders
to their equities m the reserves of the Company, and by dealing with insurers
direct in order to abolish the heavy expense of commissions paid to agents.

CALIFORNIA.—The First National Gold Bank, of Stockton, has increased its
capital from $300,000 to $400,000. Its surplus -and undivided profits amount
to $41,000. is bank was opened for business April 1, 1873, under the man-
agement of Mr. H. H. Hewlets Cashier, and has paid twenty dividends of
one per cent. per month. Its entire circulation is constantly out.
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San Francisco—~The Pacific Bank, which recently increased its capital to
,000, has now enlarged its surplus fund to $300,000.
The card of each of the above-mentioned banks will be found in the BANK-
ER’S DIRECTORY at end of this number.

CONNECTICUT.—Mr. Ezra C. Read, for over thirty years President of the
City Bank of New Haven, died in that city on Saturday, June 5th, at the ripe
age of 77 years. On the morning of that day he was punctually at his post of
duty in the Bank, apparently in usual health, but an attack of heart disease
suddenly ended his long and useful career. That he was a successful man in
something higher than the mere ability for money-getting is evinced by the
respect and esteem in which he was held and by the regret which has followed
his decease. From a notice of Mr. Read, in the New Haven Evening Register,
we take the following:

“ Retiring from commercial business in New York city, he sought a con-
genial residence and quiet life in this city in 1838; but his successful career
as a merchant, and his ripe judgment, caused him to be much sought for here
in the management and direction of various enterprises, public and private,
with which his name has long been identified. By his genial manner and.
uniform kindness to all, as well as by his well triec{ probity and uprightness,
his advice and counsel were sought by a large circle of friends, whose love for
the man was as sincere as their respect for his judgments. For over thirt
years he has been President of the City Bank, and has zealously and witl
unwavering steadiness devoted his time and best efforts to this and the other
interests committed to his care; although long in a position to retire from the
daily routine of business. * * * * * Shunning, by an instinctive modesty
and sensitiveness, all publicity and self-seeking, Mr. Read was an exponent of
a wise conservatism, cautious, prudent, calm, investigating, and deciding upon
a knowledge of facts; always considerate of the rights of others, his judg-
ment, often called for, had great influence as that oF a safe guide and wise
counsellor. Such qualities are rare, and their development is the result of
lqag ,nnd patient culture, self-denial, and a happy combination of natural
gifts.’

The history of such a career affords another of the many lessons that
¢ patient culture” and “self-denial”’ are the very watch-words of success.
‘Where these are recognized and acted upon are true prosperity and advance-
ment to be found. Never are they spoken or heeded by tﬂee many who hope
to find a short road to wealth throxﬁ the delusive beckonings of Speculation;
tha:h ignis fatuus of our time, which lures the multitude of its followers ounly
to their ruin.

FINaNcIAL CriTIC'SM.—The Boston Daily News thus sagely holds forth :

“We note that a Springfield bank has just declared an eight per cent. semi-
annual dividend. The bank -in question should be condemned by all fair and
honest Eeople, as no bank, by any fair and half human management, can earn
so much.”

We are to understand, then, that “fair and human’ banking consists in
pilingkup deposits in a vault for the mere honor of handling them, and that
“ ing "’ means lending only the caEital of the bank itself. There are num-
bers of sound institutions throughout the country, whose justly deserved credit
secures to them deposits amounting to more than four times their capital. To
lend out two-thirds of these deposits at simple interest, for short time, and on
the best security, may promote the general prosperity of the community, while
producing eight per cent. semi-annually on the capital of the bank; but it is
neither ¢ fair ” nor “half human!”

Doubtless the Boston critic would designate such ¢ half human " usurers as
“ Cent-per Cent-aurs.”

BoLp BANK ROBBERY.—A bold thief succeeded in robbing the Lawrence
National Bank, Mass.,, on June 1st, of $950 in currency. On the top of the
Cashier’s counter is a railing, and in an open trunk on the counter, behind
the railing, there was about $10,000 in National bills and greenbacks. The
thief entered while the officers were watching a street procession, reached over
the counter rail and took a package of bills. He then made an attempt at a
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second haul, but the Cashier turned and noticed him, when he made his
escape out of the building and was lost in the crowd. This method of robbe:
is increasing in frequency, and should be vigilantly guarded against at a
times.

AN INEFFECTUAL ATTEMPT was made on Friday night, May 28th, to rob the
National Mechanics' Bank, at Great Barrington, Mass. Several masked bur-

ars entered the house of F. N. Deland, the Cashier, gagged and handcuffed

im, and took him to the Bank, where they tried to compel him to open the
vault. The safe being protected by a chronometer lock, he could not do so.
The robbers then stripped his house of all its valuables and escaped.

MICHIGAN.—With a pdpulation of 101,255 Detroit has 16 banks and bankers,
whose capital and surplus amount to 315,000. They hold deposits of
$10,100,000.

Lansing.—The Central Michi Savings Bank has been organized at Lan-
sing, and opens for business f:ln 1. Stock to the amount of $25,000 was
taken. The officers are: W. S. orge, President; Gen. William Humphrey,
Vice-President; D. F. Woodcock, Secretary and Treasurer.

New HaMPSHIRE.—Mr. Charles W. Sargent, Treasurer of the New Hamp-
shire Savings Bank at Concord, committed suicide on June 1st, in the Direc-
tors’ room of the bank. It is believed that he must have been out of his
mind, as the utmost confidence is felt in his integrity. The affairs of the bank
are in perfectly sound condition and its accounts correct.

THE NATIONAL BoArD oF TRADE.—The convention of this body at Phila-
dezhu passed on its third day the following resolution, by a vote of 31 to 8:
esolved, That the National Board of Trade expresses its sense of satisfac-
tion that Congress has fixed a day for the resumption of specie payments, but
that it cannot withhold its expression of concern that no well-considered methods
have been adopted for the execution of the measure, and begs of Congress to
ace, at the earliest period possible, in the hands of the Secretary of the
reasury the means for the execution of the law providing for resumption at
the time named.

A BANK WITHDRAWS FROM BUSINESS.—The State Bank of Philadelghia. cor-
ner of Strawberry and Market streets, has for the present formally withdrawn
from business. is course was deemed advisable on account of the plethora of
money and the absence of demand for it among the business community. The
Bank was chartered in 1871 as the State National Bank, and had its name changed
two years ago. Its depositors are all paid, and its franchises are good for twenty

ears to come. Its capital was $200,000, of which only fifty per cent. was called in.
{t has lost less than $1,000 by bad debts. Its credit and the integrity of its
officers are, beyond dispute, good. The building has been leased by a National
bank of Camden, N. J.—Phsladelphia Ledger.

THE DISTRESS OF SPAIN.—A Madrid correspondent of the London Zimes,
commenting upon the Finance Minister’s statement, sa{s:

The consolidated debt of Spain in 1871-2 was only £297,343,000, paying
£8.080,000 interest. It is now known to exceed /530,000,000, and, according
to the /mparcial, it is impossible that Spain could pay more than I per cent.
interest. But she can, according to Senor Salaverria, pay absolutely nothing;
at least “withoat having recourse to credit operations at an enormous rate of
interest, which in a short time doubles the original debt.” One should also
take into account the floating_debt, which in June, 1873, already amounted to
£29,960. The Minister considers that, besides its own expenditure, the com-
munity has to bear the waste of its resources caused by the exactions of the
Carlists, and to feed the war on both sides; he points to the immense amount
of national wealth trodden under foot by the contending armies, the paralysis
of the productive powers of the country, owing to interrupted communications
and to the withdrawal of so many hands from useful employments; and he
glances also at the war in Cuba, “equally cruel and not less costly, which is
turning the richest colony of the monarchy into a heap of ashes.”
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THE BANK OF ENGLAND has about 800 clerks. They usually enter at
between 18 and 25 years of age. Their salary begins at about $400 of our
currency. From this they advance, until, by the time they are 41 or 44, they
get $1,700 a year.

THE BANK OF MONTREAL.—The annual meeting of shareholders of this
Bank took place June 7, and was, as usual, largely attended. The anunual
report of the Directors showed: Balance at credit of profit and loss account,
April 30, 1874, $584,203.17. Profits for year ending April 30, 1875—after
deducting charges of management, and full provision for all bad and doubtful
debts, $1.994.406.58—$2,57 6097l5 .

After deducting two dividends of 7 per cent. each, amounting to $1,673,230.46,
a balance is Ieﬁ of $905,379.29. Of this sum thé Board has transferred

500,000 to Rest account, raising that fund to $5,500,000, and the remainder of

405,379.29 is carried forward at the credit of profit and loss. The conserva-
tive management of this institution is evinced by the action of the Directors
in regard to the amount of dividend. The net profits would have enabled
them again to pay a larﬁer rate (16 per cent.), which has prevailed for some
time past, but they prudently restricted the distribution to 14 per cent. and
hold the balance in reserve.

City BANK OF MONTREAL.—This institution held, on ]une 7, its annual
general meeting of stockholders, the President, Sir Francis Hincks, in the
chair. The report of the Directory was read, and showed the following
results of the year’s business: Balance profit and loss, $3,138.35; profits
of head office ‘and branches, $267,781.92. Deductiné exﬁenses and interest,
:xsz,6ox.6o, and bad and doubtful. debts, $17,010.36, the net profits are

135,891.24. Two dividends have been declared, amounting to $117,483.65;
the sum of $20,000 is added to Rest account (now $130,000), and the balance,
$1,516.44, carried forward to profit and loss.

e Directory recommend that they be empowered to issue new stock, to
the extent of $500,000, whenever expedient to do so, thus increasing the
capital stock to $2,000,000; which recommendation, being embodied in a reso-
lution, was unanimously adopted by the meeting.

This increase is understood to he meant to cover negotiations for the amal-
gamation with the City Bank of the Royal Canadian Bank of Toronto, which
ave been recently opened and are now pending.

CANADA.—The Bank of British North America have erected a neat Scottish
granite monument to the memory of Mr. Kelty, late manager at Ottawa. This
was due to Mr. Kelty’s long and faithful services, and proves that all corpora-
tions are not without gratitude to their faithful servants.—Monetary Times.

EASTERN TowWNsHIPS BANK.—The annual meeting of this bank was held on
June 7th, at -its head office in Sherbrooke, P. Q. The report of Directors
showed that, notwithstanding the great dullness in trade during the past
year, the business of the bank hagr been profitable. Two dividends, of five
g:r cent. each, had been made, and the sum of $35,000 carried to the reserve

nd, which now stands at $275,000, or 27)4 per cent. of the capital. A new
building for the head office is under contract. The report recommended an
increase of capital to the extent of $500,000, making the capital $1,500,000;
whic:&. after consideration by the meeting, was put to vote and unanimously
pass

SUSPENSION.—The Jacques Cartier Bank of Montreal suspended payment on
{t{me 16th. Its stoppage has occasioned little surprise in banking circles at

ontreal, as it was known to be embarrassed through loans to contractors
and speculators. There is no reason to fear that the bank will become insol-
vent, as its resources are ample to meet all engagements. An installment
(the eighth) of ten per cent. on the stock has been called, payable July 28.
A meeting of the shareholders will be held August 10, to take into considera-
tion the actual state of affairs of the bank, and adopt such measures as may
be necessary.

ANNUAL MEETINGS.—The reports of several other Canadian banks have
.teached us, but so late that their publication is deferred until our August
issue.
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CHANGES OF PRESIDENT AND CASHIER.
(Monthly List; continued from June No., page 995).

JunE, 187s.
Name of Bank. Elected. ' In place of
Iowa. Davenport N. B., Davenport B. B. Woodward, Pres. Geo. L. Davenport,

“ s “ . C. A. Mast, 4ss’t Cash. B. B. Woodward.
Kax.. First Nat. Bank, El Dorado. . S. L. Davidson, Cask. S. L. Shotwell.
MAss . Nat. Bank Commerce, Boston Geo. W. Harris, Cask.. Caleb H. Warner.
MicH. First Nat. Bank, Greenville.. J. J. Shearer, Pres..... Emery Trufant.
Mo.. . Saline County Bank, Marshall. Ossimus Hunt, Pres... W. \V Field.

N. H. Derry N. Bank, Derry Depot G. C. Currier, Cas4. ... David Currier.

“  Kearsarge Nat. B.,, Warner.. N. G. Ordway, Pres.. Joshua George.
N. Y.. First National Bank, Oneonta Marquis L.Keyes,Cas4. S. R. Follett.
OH10 . Second Nat. Bank, Jefferson. S. T. Fuller, Casa..... Edward R. Lane.
PEXN . Manufacturers’ N. B., Phila.. John W. Moffley, Pres. John Jordan, Jr.

OFFICIAL BULLETIN OF NEW NATIONAL BANKS,
Authorized May 20 to 'June 22, 187s.

Capital. ———
Ne. Name and Place. President and Cashier. Ant&orisz’ Paid.

2265 Wachusett National Bank, Abraham W. Seaver.. $ 500,000
Fitchburg Mass. Henry L. Jewett. $ 350,000

2266 Union Nat. Gold Bank, A. C. Hemx eeeeee.. 100,000
Oakland, CAL. H. A. Palmer. 50,000

2267 Union National Bank, Darius Howard...... 50,000
Phillips, MAINE. James E. Thompson. 50,000

2268 Merchants’ National Bank, Mark Willson........ 100,000
Winona, MINN. N. F. Hilbert. 50,000

2269 Aagusta National Bank, Hugh W. Sheffey ... 74,000
Staunton, VA. Nathaniel P. Catlett. 37,000

2270 N. Shoe and Leather B, Ara Cushman ....... 200,000
Auburn, MAINE. Marshall C. Percival. 100,000

2271 Bloomsbury National Bank, Henry R. Kennedy.. 75,000
Bloomsbury, N. J Jo{n F. Woodruff. 62,000

2272 National Bank of Cortland,  James S. Squires..... 100,000
Cortland, N. Y. B. B. Woodworth. 100,000

2273 Security National Bank, Wm. H. Morse...... 100,000
Worcester, Mass. Albert H. Waite. 100,000

2274 Randolph National Bank, Wm. H. Dubois..... 100,000
West Randolph, VT. Royal T. Dubois. 54,175

7275 Home National Bank, Samuel Walker...... 130,000
Milford, Mass. Napoleon B.Johnson. 113,000

2276 Pirst National Bank, William Robson..... 100,000
Newport, Ky. Thomas B. Youtsey. 50,000

Fourth National Bank, Jonas E. Bennett.... 200,000
i Boston, Mass.  Marcus E. Bennett. ’ 138,000

Dugq National Bank William G. Johnson.. 200,000
=78 nesne Pittsburgh, Pa. A. H. Patterson. 100,000

itan National Bank, Charles A. Dravo.... 200,000
2279 Metropolitan T o argh, Pa.  William H. Smith, 100,000
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NEW BANKS, BANKERS, AND SAVINGS BANKS.
(Monthly List; continued from June No., page 995.)

Place and State. Name of Bank. N. Y. Correspondent.
CAL. . Oakland ..... Union Nat. Gold Bank..... Chemical National Bank.
GA... Atlanta ...... Atlanta Savings Bank ...... National Park Bank.
ILL... Carbondale. .. Farmers’ Savings Bank..... Norton, Slaughter & Co.
«“ .. Delavan ..... Ho%non. Baldwin & Co.... Vermilye & Co.
“ _. Golconda .... W. P. Sloan & Co.......... Leather Mfrs. National Bank.
« ..Kane........ Littlefield, Grecne & Co..... Ninth National Bank.
¢« .. Murphysboro. Miners' Savings Bank...... Norton, Slaughter & Co.
« _. Rankin .. D. & W. A. Rankin & Co... National Park Bank.
“ .. Wheaton Miner, Gary & Webster.... Continental National Bank.
_ IND. . Portland . .... Citizens’ Bank............. Merch. Exch. National Bank.
IowaA. Dallas Center. Bank of Dallas Ceater. ... .. First National Bank, Chicago.
“  Guthrie...... L. Manwell, Tracy & Co.... Kountze Brothers.
Ky... Newport..... First National Bank........ ............
ME... Auburn ...... Nat. Shoe & Leather Bank.. Shoe & Leath. N. B., Boston.
“ Phillips ...... Union National Bank...... ... ......... :
Mass. Boston....... Fourth National Bank...... ............
¢«  Fitchburg.... Wachusett National Bank... Nat. B. Redemption, Boston.
“  Milford ...... Home National Bank..... e seeseseceses
“  Worcester.... Security National Bank..... Importers & Traders’ N. B.
MicH. Cheboygan ... G. D. V. Rollo & Co....... Hanover National Bank.
“ Homer ...... Parks & Pratt....... ceeoas Ninth National Bank.
“ Lansing ..... Central Mich. State Bank... None.
“ Mt. Clemens . Daniel C. Tilden & Co...... Continental National Bank.
MINN. Winona .... . Merchants’ National Bank.. Ninth National Bank.
Mo... Lamar....... ﬁames H. Neal & Co....... None.
N. J.. Bloomsbury .. Bloomsbury National Bank. Importers & Traders’ N. B.
N. Y. Baldwinsville . Baldwinsville State Bank... Ninth National Bank. -
¢« Cortland ..... National Bank of Cortland.. National Park Bank.
¢  Forrestville .. Forrestville Bank.......... First National Bank.
OHI0. Dunkirk ..... Woodrufi’s Bank.......... Irving National Bank.

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

Pa.. . Pittsburgh ... Duquesne National Bank...
“ o -. . Metropolitan National Bank.

S. C.. Marion C. H.. Bank of Marion............ Hanover National Bank.
TEXAS Gainesville . .. Chambers & Dodge........ Swenson, Perkins & Co.
“ Waco ......- State Central Bank......... Donnell, Lawson & Co.

VT. .. W. Randolph. Randolph National Bank... First National Bank, Boston.

......

THE PREMIUM ON GOLD AT NEW YORK,

MAy—JuNE, 1875.
1874.  Lowwst. Highest. 87s.  Lowest. Highest. 1875.  Lewest. Highest.

ril ... . «M: .. 16 . 16 . . -
Aay .- ::;}‘f - :?}2 . ‘y: - 15% . :6§ .!une Ig . :g}}é . :gx
Ju{ne eee- 10Y4 . 12K .. :Z 16 . 164
Kugus 11 oy 1o .y & ¢ iek

. | . - . . - .
SOeth’tt)ar.. g;{ - lg)’g ..]une3: . 16‘;(‘ ?y 16% .. : .. :6}’2 - :7};2
Nov. .... 10 . 12} .. 2.. 1638 . 1656 .. 17.. 17% . 17K
Dec...... 11} . 123§ .. 3.. 16% . lé}}? - 8. 17})2 - 17§
1875. .- 4--17 . ¥ .. .. U%. 17

il .... . .. .. 16% . .. - .

My 2 45 Rl R+
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DISSOLVED, DISCONTINUED, OR CHANGED.

(Monthly List, continued from June No., page 996.)

GA... Georgia Railroad & Banking Co’s Agency, A#anta ; disc., succeeded by
Atlanta Savings Bank.
ILL. .. Wm. Shephard & Co., Jerseyville ; succeeded by Bowman & Ware.
“ .. Davis & Hogue, Peoria ; dissolved, succeeded by J. B. Hogue & Co,
“ ..S.S.&]. W. Hall, Carbondale and Murphysboro; suc. by i‘ID. Freeman.
KAaN.. Capital Bank, 7opeka ; closing.
“ Montﬁgm County Bank, /udependence; closing.
MicH. First Nat. Bank M. Clemens ; closing, suc. by Daniel C. Tilden & Co.
Mo... Allen, CopP & Nisbet, St. Louis; now Allen, Copp & Co.
NEs.. Merchants’ Bank, Linco/n ; in liquidation. .
N. Y. Bank of Cortland, Cortland ; now National Bank of Cortland.
“ C. C. Huggins, Marion ; succeeded by A. B. Short,
“  Bank of Commerce, 7onawanda ; closed.
“  Forestville Banking Co., Forestville ; succeeded by Forestville Bank.
PENN. State Bank, Philadelphia ; withdrawn from business.
“  Snyder County Bank, Se/in’s Grove ; suspended.
‘Texas Cooke County Bank, Ga: slle ; ded by Chambers & Dodge.
UtaR Wells, Fargo & Co., O, » succeeded by J. E. Dooly & Co.
VT... BuBois & Gay, West Randolph ; succeeded by Randolph National Bank.
Wis.. Bank of New Lisbon, New Lisbon ; failed.

THE JAY COOKE RAILROAD IRON CASE.—The Supreme Court of New York
has recently decided the remarkable railroad iron case in which were involved
a Minnesota Railroad Company, J. G. Moorhead, Jay Cooke & Co., Jay Cooke,
McCulloch & Co., Hollandish bankers, the Secretary of the Navy, and various
other-parties. An Associated Press despatch furnishes this summary:

“Some time since an injunction was granted in the Supreme Court Chamber
restraining the New York Guarantee and Indemnity Company from removing
a large quantity of iron rails from the store of Woodruff & Robinson, the ap-

ication being made on behalf of Jay Cooke & Co. and Jay Cooke, McCul-

och & Co. e facts of the case were as follows: The St. Paul and Pacific
Railroad Company issued mortgages for several millions of dollars on bonds,
a large part of which were represented by Lucas Weitjen & Co, German
bankers, and with the money rased on the bonds iron rails were bought in

and sent to this country. The bonds were under authority of the Di-
rectors of the road and one Moorhead; were pledged to Jay Cooke & Co. for
advances made on the iron, and by Jay Cooke & Co. were pledﬁged to others,
the larger portion to Jay Cooke, McCulloch & -Co. The latter firm pledged a
portion of the iron coming to them to the Secretary of the Navy to prevent
the removal of deposits with them as European navy paymasters, and for the
further deposit of /£ 100,000. Dm-ig%l the whole of these transactions Moor-
head was a partner in both firms. e case was taken to the Supreme Court,
General Term, on appeal, and to.day a decision was rendered. The Court
held that Moorhead had no right to pledge any of the iron, and that the
Cooke firms are chargeable with all Moorhead’s knowledge; that therefore
thetl obtained no right to the iron, but that those who are not chargeable
with Moorhead’s want of authority, and who actually advanced on the faith of
the iron, stand in the position of innocent ‘purchasers, and have a right to
foreclose on the lien by selling the iron to reimburse themselves; that the
New York Guarantee and Indemnity Company stand in that position, and the
injunction must be vacated as to them. That the Secretary of the Treasury
stands in the same position as to iron pledged to him for an advance, and the
injunction would be vacated as to him, if it appeared that the advance had
not been repaid. But as to the portion pledged to him for money then due
from Cooke, McCulloch & Co., it was not for money advanced, and he stands
in no better light than that firm. The Court ordered accordingly.
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NOTES ON THE MONEY MARKET.

New YoORk, JUNE 24, 187s.

Exchange on London, at sixty days' sight, 4'87% a 488 in gold.

The twenty-first call for bonds, issued by the Secretary of the Treasury to-day,
has directed the public attention to the Syndicate. That body has not accom-
plished in the past so much as was expected. But there are good prospects of an
improvement in the conditions under which the Syndicate is operating in the
foreign markets. The public are becoming anxious at the long delay, for when
the funding loan is all negotiated, according to the terms of the laws of 1870 and
1871, more than twenty millions of dollars a year will be saved to the National
Treasury. There are two reasons which lead the public to believe that, if proper
zeal and energy be used by our European agents, the delay need not be long in the
accomplishment of this important retrenchment. First, the accumulations of capital
in England are enormous. The aggregate income of the British people was estimated
in 1867, by Mr. Dudley Baxter, at 814 millions sterling a year. Of this sum one-
fourth at least seeks investment in securities of one sort or other at home or abroad.
No securities, of which the four per cents. sell at par, offer advantages surpassing
those which our funding loan would secure to the English capital invested in it.
Secondly, the recent failures in England, and the depression of some of the staple
Industries, bave repelled new capital from iron and coal, and from other industrial
investments. Hence this capital is driven to seek new channels of investment, and
new securities, which, like our funding loan. can offer advantages beyond the com-
peting bonds in the market, may be expected to rise in favor. '

The money market continues extremely easy. The two principal topics of dis-
cussion are the financial troubles in England, which are now supposed to be almost
over, and the settlement of the quarrel between the Pennsylvania and Baltimore and
Ohio Companies. Neither of these topics has shown much tendency to disturb the
money market, though the railroad fight has given some aid to the bear movement
in railroad affairs at the Stock Exchange. The rates for money here are 2 to 2%
per cent. for call loans on the best collaterals. For commercial paper the rate is 4
to 5 per cent., and choice names sell at 3% per cent. In consequence of the large
accumulation of idle capital, and the small activity of business, very little paper is
offering, and the supply is below the demand. Hence, samewhat less of discrimina-
tion is used than formerly. The New York bank movement is very favorable.
The legal tenders amount to $68.9oo.zoo. which is a larger amount than has been
held by the banks since the panic of 1873. The highest amount previously reported
was $67,383,600. The total reserve is $22,036,475, above the legal reserve of 25
per cent. Subjoined is the statement of the New York banks for several weeks
past:

Legal
187s. Loans. Specie. Tmﬂln. - Cireslation. Deposits. Exchanges.

May 31.... 287,396,500 .. 11,482,600 .. 63 371,900 .. 19,921,100 .. 232,890,000 .. 480,141,550
June 7.... 281,401,200 .. 16,655,200 .. 64,632,300 .. 19.790,800 .. 233,428,100 .. 482,022,124

* 14.... 277.837,800 .. 10,808,200 .. 66,823,500 .. 39,666,600 -.. 233,268,700 .. 361,123,910
“ ar.... 275,317,500 .. 11,683,300 .. 68,900,200 .. 19,142,000 .. 234,068,100 .. 438,739,495
‘The Philadelphla statements are as follows:

1875. Loans. Specie. Legal Tenders. Depesils. Circulation.
May 31........ 61,192.366 ... 133358 ... 18,000,314 ... 53,018,166 ... 10.956,768
June 7......... 63.085,068 ... 153,654 ... 16,045.349 ... 52,650,702 ... 10,982,398

L 7 PO 63,021,868 ... 1440386 ... 15.815264 ... 51,648,433 ... 10,965,154

“ ar......... 61,309039 ... 165,333 ... 15,452,980 ... 50,659,588 ... 10,875,63x
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The Boston Clearing-House statements compare as follows:

1875, Loans. Specte. Legal Tenders.  Circulation. Deposits.
May 31......... 128,139,800 ... 723,800 ... 8,192,800 ... 24,951,300 ... 73 738,600
Jome 7..... cee. 128,813,400 ... 847,400 ... 8,384,500 ... 24,793,500 ... 75,509,000

Il 7 PO 129 371,900 ... 725000 ... 8765900 ... 24,618.300 ... 75,061 000

At the Stock Exchange there has been less excitement. Government securities
are active, the demand for exportation having been considerable. In State stocks
little is doing. Railroad bonds of the best class are active, with a lively investment
demand. In railroad shares the business has been chiefly confined to Lake Shore,
Union Pacific, and a few speculative descriptions. Among the miscellaneous shares
Pacific Mail and Western Union take the lead, the former having just begun a
lively advance after its long depression. The following are our usual quotations :

QUOTATIONS: May 27. June 2. June 9. June 16. June 23
Gold................. 116 . 116% .. 1164 . 117 .. 137274
C. S. 5-30s, 1867 Coup. 124 % .. 12434 .. 12§ .. 1254 . 254
T. S. new Fives Coup. 11634 . 117% .. 18 .. 118y . nsy
West. Union Tel. Co.. K .. 5% .. 75 . 5% .. 72%
N. ¥. C. & Hudson R. 102% .. 102% .. 102¥% .. 102% . 102
Lake Shoze........... 62 . 603 .. 61 .. 6434 .. 6034
Chicago & Rock Island 1023 .. 102% .. 192¥ .. 102% . 1023
New Jersey Central. .. 110 .. 108 . 108% . 110 .. 110
EBrie.................. 18Y .. 1% . 17¥% . 16% .. 13%
Pacific Mail ......... 3% .. Y .. 334 .. 32% .. 36%
Union Pacific......... 1#H .. 7456 .. 75 . u¥% .. 73%
Bdls on London....... 4-8724.87% ..4.86[a¢.87% .. 4.87%a4.88 .. 4.8714a4.86 .. 4 8734a4.88
Treasury balances. cur. $46,675,388 .. $47,507,265 .. $48.000,379 .. $51.727,233 .. $46,522,004

Da do. gold 53,583,507 .. 49,702,027 .. 45,063,383 .. 46,453,919 .. $3,759,240
Moveyonall. ....... 2a3 . 2a3 . 2a3% .. 14a2 .. alYa3zl
**  on discount... 406 .. 3%asié .. 3Yasl4 .. 3%asl .. 3Y4a6Y%

The right of the Internal Revenue officers to enter National Banks has just been
denied by the United States District Court held at Pittsburgh. The case was tried
before Judge McCandless. It was an action of debt brought against the cashier of
the Monongahela National Bank of Brownsville, Pa., to recover a penalty of $ sco
for the refusal of the cashier to permit the Deputy Collector of Internal Revenue
to examine the checks on file in said bank. The Court entered judgment for the
defendant, holding that the Internal Revenue Collector had no right under section
3.177 of the Revised Statutes to exercise the powers claimed by him, and that the
statute expressly exempts National Banks from all other visitorial powers except
those of the Comptroller of the Currency and his examiners, and such as are
vested in the Courts of Law and Chancery. This decision is in conformity with
the views expressed by the BANKER'S MAGAZINE, and it appears to give satisfaction
to the financial community.

The New York Clearing-House have removed to their commodious building in
Nassau street. The new Clearing-Hall was first used last Monday for the daily
exchanges. We shall give some account of it next month.

The following dividends are announced for July 1: the Am. Express Co. $3 per
share, the N. Y. & Harlem R. R. Co. 4 per cent.,, Nat. Trust Co. ¢ per cent.; for
the 15th July the N. Y. Central & Hudson River R. R. 2 per cent. quarterly, the
Rome, Watertown & Ogdensburg R. R. 3 per cent. semi-annual, the Wells, Fargo
Express 4 per cent., and the Western Union Telegraph 2 per cent. quarterly; for
the and August the Illinois R. R. Company ¢ per cent.

In Foreign Exchange the business has been small. In prices there has
been little movement, the market closing firm. The financial troubles in Lon-
don have not seriously disturbed our market, one house only among the sus-

pended London firms having correspondents here who had drawn bills on them.
This bouse was that of Messrs. Robert Benson & Co., and notice was promptly
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given that all such bills would be protected. Gold is firmer on the heavy ship-
ments, which amounted last week to $6,236,979. The total exports since 1st o
January amount to $46,700,10a, which is a larger sum than was ever exported in the
same period before. This will be seen from the following table, which shows* the
exports of specie from the port of New York since 1853.

1875.c00nnnnn. $46.790,102 $23,079,826 .... 18s9.......... $35,081,471
27 7 VN 29,007,637 vees 45,122,904 .... 1888.......... 12,504,795
1873..c0iunnnn 24,918,421 ... tereeinecnes 17,014,488 ... x857.......... 22,152,148
872...0...... 33,485,786 ... 1_364 ..... eieees 28,493.276 .... 18s6......... . 18,256,619
1871 oo 37,308,928 ... ces. 20,453.137 .... 13885 .. .o 17,038,485
187.......... 15,192,049 .... 1862............ 24,000,357 .... 1884.c.0...... 14,795,808
1869.......... 14,347,759 ... 1861........... . 3,247,368 .... 18s3.......... 8,657,067
2868.......... 44,547,134 1860............ 20,060,748 .... 1882 ......... 11,524,631

The following were the eoinage operations of the three U. S. Mints during last
month:

Gold. Silver.

. San Francisco.......cooevvnennann $2,140,000  ...... $654,000
Philadelphia cocee.vvveeniennnn... 385,000 ieeen 640,200
Carson City, Nev....ccecen...... 329,000  ...... 278,000

Total.e.vvneninnnnennnnens $2,824000  ...... $1,572,200

Most of the silver coin was in trade dollars, which were sent to China. The fall
in the price of silver is attracting attention. The quotation in London has receded
to 553 pence per ounce, and the report is that it is going lower. The causes of
the decline are not far to seek. Germany, by the law of 1871, determined to adopt
a gold standard. Before this project can be executed it is expected to involve the
exportation of some 300 million dollars’ worth of the demonetized silver. Besides
this mass of silver bullion which is to be thrown upon the market by Germany,
Belgium and Holland will in all probability follow the example of the German
Empire, and demonetize silver except for small token coinage. France also, when
she resumes specie payments, is expected to do the same. Each of these expecta-
tions as to the throwing of discarded coin on the market is an active cause in
depressing the price of silver. Moreover, we may mention the vague report, which
has been much exaggerated, of the magnitude of the probable yield of the new
mines lately discovered in this country. The very vagueness of these rumors, and
the uncertainty of the extent to which they might operate, has added for the moment
to their influence, and has made builion dealers and the public unwilling to hold
silver, or to buy it in expectation of a future demand. At the present moment,
also, the state of the exchanges is such as to limit very seriously the shipments of
silver to China, India and the Orient.

Such are some of the causes which have led to the fall of silver to its present low
price in London. The question is, whether it will soon recover, or whether a further
fall is to be anticipated. It appears that France last year imported from Germany
$39,000,000 of silver, and England $ 11,750,000. France kept most of her imports
for the future resumption of specie payments, but England exported to Egypt and
the East $34,200,000. This export is 15 millions more than the usual yearly export
of silver to the East. If this small excess of 15 millions of silver, sent to India,
China and Egypt, has sufficed to turn the exchanges, the question is, how soon the
East will be able to absorb the vast sum of coin which is to be demonetized, and
awaits the manipulations of the melter and exporter. Germany has not yet got rid
of one-sixth part of the silver she is expected to sell, and the financial community
ask with some anxiety where a customer is to be found for the other five-sixths.
Silver now, as always, is going from Europe to the Asiatic countries, but the appe-
tite of those countries appears not to be so eager as it was. Hence the factors are
by no means certain and clear which must determine how long it will take Germany
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and the rest of Europe to dispose of their demonetized silver, or to what price it
may sink before it is all sold. Of course there is so much of uncertainty surround-
ing the subject, that we must receive these inferences with considerable hesitation..
The German Government has not yet called in the old coinage, and it is quite
uncertain when this will be done. But till then it will be impossible for us to-
estimate how much silver will have to be exported from Germany, and the amount
may fall far short of expectation. As to the question how our exports of silver will
be affected, it is argued that they must begin to decline. For some years past they
have rapidly increased. During the three years ending June joth, 1874, they will
amount to 8o millions, against 60 millions for the previous three years, 48 millions.
for the three years ending in 1869, and 18 millions for the three years ending in
June, 1866. Whether or no this anticipation of a decline in the export of silver is
to be realized, it is certain that a great extension is likely to be made in the
employment of silver in the ornamental and useful arts. Moreover, our Government
is committed to the substitution of 4o millions of silver coin during the next three
years in the place of an equal amount of fractional currency.

‘The plans of M. Leon Say have been adopted. The French Assembly has voted
the bill for paying off the Morgan Loan and refunding its fives into three per
cents. The marvellous recuperative energy of the French people is manifested
more than ever by the budget of M. Leon Say for 1876. Notwithstanding the un-
paralleled sacrifices necessitated by the liquidation of the indemnity, the nation has
voted new taxes amounting to more than five millions of dollars M. Say's esti-
mated income is a trifle over $514,676,500, and the expenditure $513,859,343, leaving
a surplus of about $817,000. This calculation does not take into account the pro-
bable expansion of the national revenue, nor is the yield of indirect taxes quite
equal to the estimated returns of 1875.

To this surplus we add $30,000,000 assigned for the discharge of the capital of
debt to the Bank of France. Nor is this highly encouraging condition of finan-
cial affairs a momentary prosperity; it is the continuous result of an enlightened
policy inaugurated by M. Say's predecessors in office, especially by M. Bodet. In
1872, and the two succeeding years, repayments were made to the Bank of France
amounting in the aggregate to $120,000,000, and according to the plan now pro-
posed by M. Say the whole debt will be liquidated by the end of 1879. In 1876
and 1877 he expects to clear off $80,000,000, and in the two following years $60,000,000,
with which installments the whole debt of $310,000,000 will have been paid.

The Foreign Imports at New York, for the month of May, compare as follows:

1873. 1874. 187s.
Entered for coasumption ............... $12,716218  .... $13,394.96¢ .... $10,703,39¢
Eantered for warchousing................ 12,930,999 ... 12,1v8,107 .... 10,092,919
Free goods.......ocovvniinvnninannnns 8,772,183 ... 9,902,831 ... 12,453,830
Specicand ballion .................ls 196,82r .. . 1,054,630 ... 813,908
Total entered atport ........ reeeniianas $34,616,391  .... $36,470,532 .... $ 34063048
Withd from house............. 10,806,601 .... 8,251,185 .... 7,012,808

The Foreign Imports at New York for eleven months, ending May 31, are sub-

1873. 1874. 187s.
$199.326,050 ... $177,517,854 ... $175,110,736
37,803,691 ... 30,310.679 ... 24,831,250
38,860,517 .... 35,430,638 .... 36,923,360
43,44%621 ...  42509,446 .... 38,289,583
37,179,426  .... 40,764,927 ....  30,037.367
34,616,501 ... 36,470,532 ... 34,063,048
$391,226,496 .... $363,103,076 .... $ 339,255,344
6,658,284 .... 18,136,200 .... 10,310,978 .

— s — —— .

. $384,568,212 ... $344.966,876 .... $328,044,3(6
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The coin received for customs at the port of New York compare as follows:

1873. 1874 1875.
Sixmonths..........ccoviiiiiinnn. $64,393.092 93 .. $53,535.419 05 .. $ 54,213,434 16
cees ceeee 10,763,026 44 .. 10,042,084 05 .. 8,073,846 12
..... . ... 12,893,637 89 .. 10,186,365 08 .. 11,811,046 95
. 12,101,274 64 .. 10,793,792 81 .. 10,323 619 78
. 9,826,491 32 .. 9,596.770 73 .. 9,603,087 82
............. .. 8,862,528 38 .. 8,369,597 45 - 7,474,171 O
Total eleven months ................ $ 118,840,651 60 ..$ 102,524,039 15 .. $ 101,498,206 44

The above figures are in coin values. The Imports are stated at their foreign cost
in gold, freight and duty not included. The Exports are stated chiefly at their
value in currency. The specie shipments are entered as counted, but the merchan-
dise is reckoned at its market price in the paper money.

The Exports, exclusive of specie, from New York to Foreign Ports, for eleven
months of the fiscal year, compare as follows :

1873. 1874. 187s.

Six months. .......oovnuieunienninan.n $130,400,814 .... $100,757.574 .... $140,508,52¢
January.......... .. 20,050,550 ... 23.455,638  .... 19 291,403
February.............. 21,139,002 ... 20,725.611 ... 18 111,995
March ceen . 21.982.209 .... 22,909,218 ... 19,582,162
Apnl.......... ves 25,619,768 ... 23,301,296 ... 19,600,855
May............ . Cedeectenerenns 26,253,026  .... 23,797,737 .... 20,614,521
Total eleven months................... $245.445369 .... $3274,041,024 .... $337,709,450
Add specie...... ooiiiiiiiiiiea 56,007,431 .... 43,352,085 ....  €4,279,406

Total exports.........ovviivvennnn... $301,452,800 .... $318,293,109 .... $301,988,856

About two-thirds of all the Imports into the United States were formerly landed
in New York, and only about forty per cent of the total Exports of the country,
exclusive of specie, were shipped from hence. But our Exports at this point have
relatively increased. Nearly half of the Foreign Exports of the country are sent, at
present, from the Port of New York.

The Exports from New York to Foreign Ports, in the month of May, compare
as follows:

1873. 1874. 1875.
Domestic produce..............ceeae.. $24,754.461  .... $23,781,9s8 .... $19,783,016
Foreign merchandise, free.............. 222,853 .... 196,918 ... 167.791
do. dutiable. . 1,275,712 .... 812,868 .... 663,714
Specic and bullion...................... 2,943,583 ... 11.865,51x ... 9,355,351
Total exports........coovveevvunnnn... $29,106,609 .... $35657,248 ... $29,069,772
do. exclusive of specie.... . 26,253,026 .... 23,791,737 .... 20,614,521

DEATHS.
AT NEW HAVEN, Conn,, on Saturday, June s, aged seventy-seven years, EzRA
C. READ, President of the City BANK OF NEW HAVEN.

AT WARNER, N. H., on Friday, May 28, aged eighty-four years, JOsHUA
GRORGE, President of the KEARSARGE NATIONAL BANK.
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RECENT MONETARY LEGISLATION AND ITS RESULTS.

As the financial legislation of last summer has now been in
operation a year, sufficient time has elapsed to form a competent
opinion of it. The Comptroller of the Currency has prepared a
statement, which we print on another page, to show the precise
effects produced by this legislation on the volume of the monetary
circulation. The chief statute in question is the law of 2oth June,
1874. This measure was passed in the expectation that it would
increase the volume of the bank circulation. It repealed some of
the restrictions on the issue of bank-notes in those States or Ter-
ritories which had less than their proportion. With a view to
open the way for these new issues of notes in the West and South,
the old issues were to be lessened, and the banks of States hav-
ing more than their proportion were to be required to surrender a
certain part. Another provision was, that any bank might vol-
untarily deposit greenbacks at Washington, and might surrender an
equal sum of its notes, when the bonds deposited at Washington
were to be returned to the bank. An easy method was thus
devised by which the National banks might get possession of
their bonds by giving up their notes. This had never been
allowed before. By the law of 1864, one-third of the capital
of every National bank was required to be invested in United
States bonds, and these bonds were not allowed to be removed
from the custody of the Treasurer of the United States, except the
bank reduced its capital or dissolved its organization. The object
of this old requirement was clear. It was intended to keep
open a market for United States bonds, and to build up the
National Banking system upon the credit of the Government and
of its bonds. Another important provision of the law was its releas-
ing the National banks from the obligation to keep ‘a greenback
reserve against their circulation, and its establishment of the five
per cent. redemption fund in the Treasury at Washington. Finally,

6
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the law put an end to all fear of contraction by sanctioning Mr.
Richardson’s currency issues, and fixing the greenback maximum
at 382 millions. We ventured, some time ago, to predict that this
statute, in its practical operation, would disappoint the inflationists.
The result, as exhibited by the Comptroller, has sustained this
view. Still there is abundance of potential inflation in the bill,
which only awaits an opportunity for future development.

This potential inflation may also be found in the second -cur-
rency bill passed during the last session of Congress. That measure
became a law 14th January, 1875, and is known as the ¢ Sher-
man Resumption Bill.” For our present purpose, it is not neces-
sary to analyze the statute further than to say that it authorized
an unlimited issue of bank-notes, prescribing the condition that,
for every hundred dollars of such bank-notes emitted, 8o dollars
of greenbacks should be withdrawn. This withdrawal was to go
on until 82 millions of greenbacks should have been canceled,
and the aggregate should be reduced to $300,000,000.

Such is the currency legislation from which so active an expan-
sion of the circulating medium was expected. As is usual in Wall
street, the probable inflation of prices was discounted, and specu-
lation became lively in stocks, in gold and in other sensitive val-
ues. Gold rose from 111 in June, 1874, to 117 in March, 187s,
and declined again to 11z July 23d. The inflation which was
anticipated in the prices of commodities was not permanent, and
the Comptroller’s letter explains to us some of the causes of the
disappointment.  First, it shows that the volume of the currency,
instead of being expanded, has been diminished. The reader may
easily calculate the amount of the contraction. From the data
given by the Comptroller, the absolute depletion of the cur-
rency, effected under the law of 2oth June, amounted on the 1st
July to $20,149,585. To exhibit this, we have compiled from the
Comptroller’s letter and from other sources the following table,
showing the total amount of contraction from this cause during
the last four months of the fiscal year:

April 1. May 1. July 1.
National Bank notes comtracted by

depositing greenbacks ......._.. $17,296,037 - $20,794,122 . $25,523,057
Less new National Bank circulation

issued since 20th June, 1874... 3,556,600 . 8,888,337 . 11,601,892

$13,739437 - $11,905,785 . $13,921,165

Add greenbacks retired, viz., 80 per
cent. on new National Bank circu-
lation issued up to date......... *2,845,280 . 13,048,240 . 16,228,420

Absolute contraction effected under law
of June 20, 1874............... $16,584,717  $15,854,025  $20,149,585

* 8o per cent on $3,566,600 new National Bank notes issued up to April 1.
t 8o per cent. on $4,935,300 new National Bank notes issueq up to May 1.
1 80 per cent. on $7,785.525 new National Bank notes issued up to July 1.

The Comptroller has omitted one important effect of the legis-
lation before us. We refer to the work of the Redemption
Bureau, which was set in operation a year ago, and has worked
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more efficiently than its friends had ventured to expect. The ag-
gregate of the bank-notes redeemable at the Bureau is $351,869,008.
Of this sum the portion redeemed has been $130,322,945, or five
times the average of previous years. What is chiefly important to
our present argument, is the official report that most of the notes
redeemed during the 'year were mutilated, and disappeared for
a time from circulation, causing contraction of the currency.
No less a sum than $115,109,445 was destroyed for these
reasons. Of the whole aggregate of 130 millions which passed
through the Redemption Bureau, only $15,213,500 of the notes
were fit for reissue. To supply the place of the mutilated notes,
115 millions of new circulation were printed at the cost of the
Government, and were sent, after some delay, to the banks to
which they belonged. These institutions would of course reissue
the notes as early as possible. But few of our currency theorists
provided in their estimates, or made any sufficient allowance
beforehand, for the locking up of so heavy an amount of bank-
notes in the redemption process. Every one is aware that delays
must have been inevitable where so large a mass of currency as
115 millions had to be signed by the President and Cashier of the
respective banks. These and other delays have been estimated to be
equal in effect to a permanent contraction of several millions of dol-
lars of notes. As to the precise force of this contraction the estimates
vary from 1o millions to double that sum. If we fix its amount
at about one-tenth of the aggregate redemptions, we shall have
thirteen millions as the extent of the contraction due to this cause.
Adding these figures to the twenty millions of contraction reported
by the Comptroller, we reach the final conclusion that the laws
we are examining must have set in operation a force equivalent
to the positive contraction of thirty-three millions of dollars.

On this hypothesis we can have little difficulty in accounting
for the disappointment expressed by the inflationists with the finan-
cial legislation of last session, and with the temporary effect which
it appears to have had on certain parts of the financial machinery.
We must not, however, forget that there is in these laws a power-
ful element of inflation. Circumstances have indeed kept it in
abeyance and made it slumber, but it is quite capable of being
awakened in the future, when circumstances become more favora-
ble and stimulate it to activity.

CLEARING-HOUSE SYSTEM OF THE UNITED STATES.

In addition to the information about the Clearing-House system
of the United States which was given in the June number of the
BANKER'S MAGAZINE, we present some further statistics which have
been since communicated to us. First, we have the full report of
the transactions of the last seventeen years at the Philadelphia
Clearing-House. This institution was organized zzd March, 1858,
from which date the table is continued to the present date. The
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growth of its transactions illustrates the activity of business and of
speculation during the war, under the stimulus of paper money.
The figures compare as follows:

AGGREGATE BUSINESS OF THE PHILADELPHIA CLEARING-HOUSE, 1859—1875.

22d Marck Total Cashk Average darly

103 Jan. Exchanges. Bal Exchanges.

March 22 to }an. 1, 1859...... $663,707,303 .. $44,773.131 .. $2,742,592
One year to Jan. 860 1,020,715,542 .. 64,213, .. 3,322,704
“ “ . 1,099,817,007 .. 72,325.749 -~ 3.559.278

“ “ 771 gl.476 .. 69,863,049 .. 2,511,656

“ “ 965,684,302 .. 82,874,087 .. 3,1;&,191

o “ 1,285,010,085 .. 118.969,363 .. 4,188,632

“ “ 1865 ...... 2,037,729,220 .. 148,180,902 .. 6,594,502

“ “ 1866...... 1,008,500,018 .. 160,897,767 .. 6,257,377

“ “ |§gg ...... 1,765,682,747 .. 156,401,271 .. 5,732,736

“ “ 1868...... 1,641,019,118 .. 161,608,267 .. 5.327,934

“ . 1869...... 1,740,641,117 .. 165,289,731 .. 5,651,464

« “ 1870...... 1,856,079,822 .. 160,057,524 .. 6,026,233

“ “ 871...... 1,803,941,184 .. 163,481,564 .. 5,856,822

. “ 1872...... 2,165,245,.830 .. 191,840,018 .. 7,007,268

“ “ 1873...... 2,004,4069.537 .. 194,554,050 .. 6,486,956

“ “ 1874...... 2,189,368910 .. 195,428,300 .. 7,154,800

“ “ 1875...... 1,822,094,262 .. 178,431,679 .. 5,935.095

$26,747,677.479  $2,329,350,418
Secondly, we have received a report of the Clearing-House at
New Orleans. The business of this institution began 1st June,
1872. The number of banks now associated is 16. The method
of settlement is by the manager’s check on the debtor banks, as
at Cincinnati. The aggregate transactions are reported as follows:

AGGREGATE BUSINESS OF THE NEW ORLEANS CLEARING-HOUSE.
Year Total Cash

ending June 1. Exchanges. Balances.
1.7« PO $501,716,239  .... $58,933,605
1874. ..o . - 476,235,876  .... 52,751,420
1875 e i ceiii et 406,829,492  ....  45.293,424 .
Total...... $1,384,781,586 $156,078,450

The only other statistics which have reached us refer to the
Clearing-House in Kansas City, J. Q. Watkins, President; W. H.
Winants, Manager. This institution was organized with ten banks
in April, 1873. At present it comprises eight banks. The balances
are paid by manager’s checks on the debtor banks. For 1874 the
clearings were $47,584,929. For the current year they are esti-
mated at 55 millions.

If any other clearing-houses are in operation in the United
States besides those which we have placed on record, the officers
of such institutions will render a public service by sending us their
reports without delay. It is of importance that, in the present
condition of the financial system of this country, these and similar
statistical facts should receive as wide publicity as possible. So
far as reported there are in the United States 14 clearing-houses,
comprising 315 banks.
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RESPONSIBILITY OF BANKS FOR SPECIAL DEPOSITS.

For vanous reasons there has been in the United States during
the last ten years a greater tendency than in most other countries
to increase the issues of bonds which pass by simple delivery.
Hundreds of millions of such bonds are in the hands of the public,
the custody of such instrumets has become a source of much
anxiety, and safe deposit companies have been formed in some of
our chief cities, whose business it is to take charge of such prop-
erty, and to give guarantees for its safe keeping. Before these
useful institutions sprang up, the habit extensively prevailed of
depositing such valuables in banks. This old custom has continued
after the causes have abated to which it owed its origin. Hence,
in our great cities, as well as in the country, the vaults of the
banks have become receptacles for such property to a very large
amount. These bank vaults are accessible to burglars. Several
heavy losses have occurred, and the question has serious impor-
tance: How much resposibility does a National bank assume
when its officers take special deposits, for safe keeping, for the
convenience of the public?

We reported last month the decision of the Supreme Court of
Vermont in the case of Wiley 7. First National Bank of Brattle-
boro’. The Court held that a cashier has no power to bind a
National bank, or to make it responsible, on any express contract
accompanying the gratuitous acceptance of special deposits of
bonds to keep for the accommodation of the depositor, or on any
implied contract arising out of such acceptance.  Hence, no
recovery can be had against the bank if the bonds so deposited
are lost or stolen. Mr. Justice Wheeler, in pronouncing the opin-
ion of the Court, said there was no ground for affirming that a
National bank was acting within the powers conferred upon it by
the law of 1864 while receiving special deposits; for no authority,
express or implied, could be found in the law for the taking of
such special deposits; nor, indeed, is the receiving of them in any
sense necessary to the carrying on of the business of banking.
Hence the shareholders had a right to be protected against all
responsibility on account of special deposits so received. For, if
such deposits be taken by their officers, the acceptance is an act
outside of their proper functions, and transcends their legitimate
authority. In subscribing for stock in a National bank, a share-
holder has a right to know that he is engaging in no other busi-
ness except that which the Bank Act authorizes, and that the
officers will not enter into any other business than that of bank-
ing proper. This assurance is absolutely necessary for the stability
and progress of the National banks. For it is clear that, if we
allow the officers of these institutions to sacrifice the credit of the
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bank, and to jeopardize its interests, by engaging in outside busi-
ness to the advantage of other persons, we thereby allow these
officers to perpetrate a fraud for the benefit of other persons. On
these and similar general principles, as applied to the interpretation
of the Act of 1864, the rulings were made, little reference being
made by the Court to cases previously decided.

The question thus set at rest in Vermont is an extremely im-
portant one, and the decision is in complete harmony with the
obvious principles of common sense and sound banking. During
the last ten years a number of disputes about special deposits
have been referred to the National Currency Bureau at Washing-
ton, where they have for the most part been amicably settled, few
of them having resulted in litigation before the Courts. One of
the most troublesome of these suits was decided on the 23d March
by the New York Coart of Appeals. It was the case of the First
National Bank of Lyons z. the Ocean National Bank of New
York. Mr. Justice Allen, in pronouncing the opinion of the Court,
held that, although the plaintiff bank had deposited bonds in the
vaults of the defendant, “it was not proved that the Directors, or
any of them, had ever sanctioned the receipt of special deposits of
any kind for safe keeping, or that they had any official knowledge
of the deposit of these securities or of any other like deposit.”
Judge Allen cited with approval the opinion of the Supreme Court
of Vermont in' the case above referred to, and held that the Cash-
ier, the President, or any other officer of a National bank, could
not, by accepting and giving a receipt for special deposits of
bonds, make the bank responsible for such bonds in case of loss.
Two reasons were given in support of this decision. The first was
founded on the principle above discussed, that the taking of spe-
cial deposits is outside of the proper business of banking, and
is not authorized, either by the National Currency Act or by the
implicit contract which the shareholders make with one another,
when they organize a bank under the Act of 1864.

Secondly, the other reason on which Mr. Justice Allen founded
his decision was, the absence of all proof that the Cashier had
been specially authorized to take such deposits. Had any such
evidence been given, the Court would have been called upon to
consider whether such special authority was sufficient to enable
the Cashier to make the bank responsible in case a special deposit
was received and lost. This interesting question was not decided
in the case of First National Bank of Lyons ». the Ocean National
-Bank of New York. It is therefore doubtful whether, and under
what conditions, a National bank may assume for its customers
the responsibility of the custody of special deposits. If the power to
do this is given to the banks organized under the law of 1864,
which the New York Court of Appeals declines positively to de-
clare or deny, as the question is not free from difficulty, this
power must always be regarded as an incident to the principal
business of the bank. Hence, the respons1b1hty is restricted by
the rule that “the Cashier or President of a bank is but the execu-
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tive agént of the Board of Directors to perform such duties as
may be devolved upon him. He is not the Corporation; he can-
not take the place of the Governing Board, and make contracts
or incur liabilities outside of the ordinary business. of the bank
without special authority.” The presumption is, that the officer has
not received any such special authority to bind the bank, and
consequently, if no such special authority be proved, there is no
ground on which to rest the claim upon the bank in this case.

The question of special deposits came up in a different form
in the case of Boyd ». Third National Bank of Baltimore. The
bank was robbed by burglars of a large amount of securities,
among which were bonds of the value of $26,500, belonging to
Wm. A. Boyd & Co., who were customers of the bank. Six years
before the robbery Messrs. Boyd & Co. had deposited these bonds
under a special agreement, as collateral security for such sums of
money as the firm might borrow from time to time in the ordinary
course of its business with the bank. In August, 1872, when the
bonds were stolen, Boyd owed the bank nothing. This fact was
the basis of the defense when Boyd sued for the value of his
bonds. The bank contended that the bonds were kept in the safe
at the risk of the owners, and subject to their order. The bonds
were not held as collateral security, because Boyd owed the bank
no debt when they were stolen. The case has attracted consider-
able attention all over the country. It was first tried in May,
1873, when the jury did not agree. At a subsequent trial in the
Circuit Court for Howard County, Maryland, the jury brought in
a verdict for the plaintiffs, the Court holding that the contract
between Boyd and the bank was a contract of pledge, terminable
only when both parties had completed the transactions contem-.
plated in the contract. For this closing up of the contract it was
needful that Boyd should not only have paid back the moneys
borrowed from the bank, but that the bank should also have
returned the collateral securities. Until that was done the bank
was a bailee for consideration, and was responsible for using ordi-
nary and reasonable care.

This case differs, as will be seen, from the two previous cases
above discussed. There was no question that Boyd's bonds had
passed into the possession of the bank, and had never been actu-
ally handed back to Boyd. The bank had received the bonds as
collateral, and had enjoyed for six years the security they had
afforded. Hence the bank had made itself responsible for their
return to the owner. But in the two previously cited cases the
bonds in dispute had not, as was held, been proved to have passed
into the possession of the bank so as to make the corporation
responsible for them at all. In the present unsettled state of the
law, bankers and their customers should be extremely careful in the
stipulations which they make in regard to special deposits.
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MERCANTILE FAILURES JANUARY TO JUNE, 187s.

One of the best tests by which to judge of the state of trade
is the proportion of failures which occur during the period under
review. Messrs. Dun, Barlow & Co. have just given us the means
of applying this test to the business of the first six months of
this year. They report the aggregate amount of the half-year’s
disasters at $74,940,86, and their number at 3,377. The details
for the several States compare as follows:—

15t three months. 2nd three monthks. Total for 6 months.

. A —— P e emy

STATES. No. of Armmnta_‘/ No. of Amountof No.of Amountof
Sailures. liabilities.  failures. liabilities. failures. liabilities.

Alabama _............. 15 . $366,000 .. 5 . $157,000 .. 20 . $523,000
Arkansas ............. 2 . 27,000 .. 15 . 134,500 .. 17 . 211,500
California «............ 61 . 675971 .. 55 . x,8gx,699 .. 116 . 2,507,670
Colorado .............. - .. — . 365,102 .. gg . 365,102
Connecticut......cccu.. 41 . 297,761 ... 39 . 616,293 .. - 914,034
Delaware.............. 5 . 6§.ooo <« 9. 59500 .. I4 . 124,500
District of Columbia... 5. 28824 .. 4. 29276 .. 9. 58,100
Florida.... .ccooocnnn. 4 . 160,000 .. 7. 75,000 .. II . 235,000
Georgia ....ooeiiiann. . 40 . 1,037,300 .. 39 . 1,018,015 .. 79 . 2,956,215
Idaho ... ...t - - - 3,000 .. I . ,000
Illinois ...ooeeenian... 96 . 2,385,018 .. 79 . 1,503,208 .. 175 . 3,888,626
Indiana ..... ......... 84 . 1,061,349 .. 39 . 19%,934 .. 123 . 1,860,283
Towa....cooiveiiviaee. 44 - 376265 .. 34 . 60,387 .. 78 . 436,652
Kansas......cooo..o... 19 . 3,300 .. 8 . 134,700 .. 27 . 218,000
Kentucky ............ . 38 . 1,096,000 .. 55 . 1,200,000 .. 93 . 2,456,000
Louisiana ............. 6 . 305831 .. 10 . 325,158 .. 16 . 630,989
Maine ................ — . .. 60 . 587,173 .. 60 . 587,173
Maryland ............. 44 . 780,435 .. 24 . 317,700 .. 68 . 1,008,135
Massachusetts ......... 113 . 5,514,000 .. 264 . 5,339,500 .. 377 -10,853,500
Michigan.............. 61 . sin041 .. 20 . 238,070 .. 81 . 749,111
Minnesota............. 38 . 250,000 .. 41 . 562,125 .. 79 . 812,125
Mississippi ............ 17 . 418450 .. 19 . 627,300 .. 36 . 1,045,750
Missouri .......... . 65 . 1,199,550 .. 40 . 1,129,000 .. I0§ . 2,323,550
Nebraska ... .. 16 . 120000 .. 8. 26,000 .. 24 . 146,000
Nevada .......cc..... —_ .. 16 . 271,100 .. 16 . 271,100
New Hampshire ....... — . .. 35 . 353600 .. 35 . 353,600
New Jersey ........... 11 . 81,758 .. 15 . 234,500 .. 26 . 316,258
New York............. 152 . 2,604,562 .. 131 . 3,018,235 .. 283 . 5,712,797
New York City........ 197 . 8,490,500 .. 138 . 6,272,000 .. 335 .14,762,500
North Carolina......... 16 . 123,000 .. Q . 140,400 .. 25 . 263,400
Ohio ......c..ccoeee.. 73 . 1,187,055 .. 87 . 1,407,795 -. 160 . 2,594,950
Oregon ....coveenn.... —_-. .. — . 202,048 .. 13 . 202,048
Pennsylvania .......... 155 . 4,927,608 .. 129 . 3,815,839 .. 284 . 8,743,445
Rhode Island .......... 21 . 476,394 -. 22 . 303,200 .. 43 - 779,594
South Carolina......... 61 . 989,236 .. 50 . 1,033,336 .. 11U . 2,042,572
Tennessee ............ 23 . 143,765 .. 29 . 181,402 .. 52 . 325167
Texas ....ccoevneennn.. 67 . 660,100 .. 47 - 493,200 .. 114 . I,1§3,300
Vermont .....cccco.... 7 - 31,200 .. 26 . 243,000 .. 33 . 274,200
Virginia and W. Virginia 47 . 642,765 .. 56 . 740,919 .. 103 . 1,383,684
Wisconsin ............. 57 - 419,384 .. 37 - 333,335 -- 94 - 752,719

—

Total....ceeeeee.. 1,733 $38,326,522 .1,701 $36,614,338 .3,377 $74,940,869
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We cannot contrast these figures with those of the first six
months in previous years owing to the absence of previous quarterly
and half-yearly returns; but dividing by one-half the number of
failures for the entire twelve months of previous years, the follow-
ing will show the comparison :

Total fail- One-half Total liabili- One half

ures for year. of same. ties for year. of same.
1872..c. ... 4,067 .. 2,037 -. $111,056,000 .. $60,528,000
1873 caeannn. 5,183 - 2,591 . 228,499,000 .. 114,248,000
18740 e..- 5,830 - 2,915 - 155,239,000 - 77,619,000
| t-7/ Ist 6 mos. .. 3,377 .. 1st 6 mos. .- 74,940,869

The circular gives an interesting report of the present state of
business at Chicago, Cincinnati, St. Louis, and other great centers
of our interior trade, thus offering a trustworthy representation of
important economic changes concerning the whole country. It
appears that, serious as have been the disasters which have over-
taken us, we have suffered less than Great Britain, where the
faillures since last April have much exceeded those of the United
States. In commenting upon these facts, the circular says that:
“The general result of business since the panic has been to reduce
rather than to augment the capital employed, especially if a rigid
valuation of assets at the present realizable prices be made. Prices
that now prevail for the product of almost all trades and industries
have steadily declined, while the extent of the production in many
leading lines, though largely reduced, keeps in advance of the
demand, notwithstanding the concession in values. In this respect,
as indeed in many other adverse circumstances from which we are
now suffering, other countries are passing through a similar expe-
rience. Over-production is the feature of the hour all over the
world, and depression in trade, lack of profit, and want of confi-
dence, are by no means confined to the United States. While but
little comfort can be derived from the condition of things abroad, .
there is some satisfaction in knowing that countries unblessed with
paper money, an excessive tariff, and enormous railroad expansion,
are showing even more marked signs of distress than have been
evinced here. We are enabled to state, from figures in our pos-
session, that the liabilities of parties who have failed in London,
Leeds and Manchester, England, alone, within the last ninety days,
foot up the enormous amount of over 21,000,000, Or over one
hundred million dollars, being twenty-five per cent. greater than
the HLiabilities of all the failures that have occurred in the United
States for the first six months of the year. In Canada the failures
have been especially numerous, amounting in number to over eight
hundred, and in labilities to over twelve millions of dollars.”

As to the general state of business, Messrs. Dun, Barlow
& Co. say: “The expectations which were indulged at the
early part of the year, that the business of the country would
revive, have not been fulfilled. Compared with this time twelve
months ago there is but little, if any, improvement perceptible,
etther in the volume or profitableness of trade. The effects of the
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panic, or rather of the excesses in business which caused it, have
lasted longer than was anticipated immediately after that climax
had been reached, and the enduring evil results are becoming
more and more apparent. These results, however, assume the
character more of depression than of disaster, and though, in the
end, the evil may be as fatal in the one case as in the other, the
process is slow enough to allow constant hopes of recovery, and
to permit the operation of all circumstances that favor it. Thus
we have marketed two good crops of agricultural products
since the panic, and the promise is now so certain of another
abundant yield, that, in ordinary times, it would largely stimulate
the purchase of goods in anticipation of the trade sure to follow
its realization. Again, we have had nearly two years of efforts in
the direction of economy, and how far this has been practiced is
best indicated by the restricted sales of merchandise in all quarters.
Of course this reduced business in merchandise is to be largely

attributed to the limited purchasing power of operatives, and ’

others dependent on interests that have languished during these
hard times; but, aside from these, and in sections of country
where these specific influences have not prevailed, a similar reduc-
tion in business indicates less expenditure for the luxuries of life.
But, even with the results of three years’ abundant yield of the
earth’s increase, and with whatever reductions in the expenditure
that have been effected, the. fact remains that the trade of the
country appears to-day to be no nearer a prosperous condition
than it was a year or eighteen months ago. We have all along
maintained that, because internal indebtedness was not excessive,
there could not be numerous failures or great disasters, and the
result has justified that expectation. The figures which we present
herewith as to the number of casualties in business which have
occurred in the past six months show that, notwithstanding a
period of depression in all interests, with a winter season of unusual
severity and length, and a late and unprofitable spring, the failures
show little if any excess in numbers, and, in prominence or signifi-
cance, are really of less importance than in the average of years.
“ While this may be subject for congratulation, there is cause for
apprehension that all these months are going by, not only with
no money being made therein, but it is feared that the profits of
the limited trade done are insufficient to meet the expenses incurred.
Judged by the standard of a previous generation, or by the figures
that prevail in other countries, the expenses of business and the
cost of living, even in the best of times, have been excessive; and,
as is always the case with extravagant habits, it has been found
most difficult to reduce this class of expenditure in the same ratio
that trade has declined. The expectation of improved business,
which each successive season has held out, has had its influence
in retarding retrenchment in this respect, which now, however,
cannot be longer with safety delayed. The reports from all the
chief centers of trade indicate much that is encouraging. What-
ever an abundant agricultural product will accomplish toward a
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restoration of prosperity, will certainly this year be contributed.
The purchasing and debt-paying power of the people in vast sec-
tions of the country will be improved, while considerable activity
must be provoked during the autumn in replenishing the small
stocks of merchandise held in all hands. Other things than agri-
cultural success may be needed to restore universal prosperity.
Expectation founded upon that basis has already led to disap-
pointment. But whatever else may be needed, it seems hardly
possible in the nature of things that a revival can be much longer
delayed. Every day must bring us nearer to the commencement
of a better state of things. We have all the elements of wealth
at hand, abundant and varied resources, unrivaled means of trans-
portation, a large surplus of unemployed capital, a well-tried and
successful monetary system, and, above all, a people who have
experienced a far worse condition of things, and yet have achieved
.success. It may be that the one hundredth anniversary of the
nation will both come and go before we can chronicle permanent
activity and profit in business; but if no worse comes to us in the
interval than has befallen us in the six months under review, there
will be cause for congratulation. The great lessons of patience
and economy, and the practice of such business principles as will
equally apply to a poor as well as a prosperous condition of trade,
will at least not have been taught in vain.”

SAVINGS BANKS AT HOME AND ABROAD.

The new Savings Bank law of France, which we discussed
lately, has been rejected. It proposed to allow deposits to be
received by the postmasters as well as by the local treasuries of
the Government. The second proposition was to increase the
maximum of deposits from 1,000 francs to 2,000 francs, that is from
$200 to $400; including interest, the maximum deposits were not to
exceed 2,500 francs. Thirdly, the new bill permitted minors and
women to open accounts and to withdraw their deposits when no
opposition was made by the parents of the one or the husbands of
the other. The last two of these propositions were rejected; the
first alone being voted. As the bill could not be passed in its
integrity, it was withdrawn by the Government. In the State of
New York the maximum of our Savings Bank deposits is fixed
at $5,000; and we have some difficulty in understanding why the
French should refuse to increase their maximum from $zo00 to
$400. The explanation is that given above. Danger was appre-
hended if the Government made itself responsible for too large
a sum of money belonging to depositors who had the right to
draw it out on demand. As to the third point, the possession of
deposits by minors was opposed as an encroachment upon pater-
nal authority, and the right of women to deposit was said to be
likely to give rise to abuses,—the argument being that if the
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deposit were made with the consent of the husband the rights of
creditors might be defrauded, and if without his knowledge, the
result might be the abstraction of money belonging to the con-
jugal patrimony.. This refusal of the French Assembly to facili-
tate deposits by minors and married women affords a suggestive
instance of the ignorance which prevails in Europe, and especially
in France, as to American legislation and American institutions.
Had the Versailles Legislature been informed of the progress we
have made in this country in Savings Bank legislation, they would
never have hesitated to adopt two such inevitable reforms as those
of the enlarged maximum and of the deposits of minors and
married women.

It is proper to remember, however, that among the French
people the facilities of investment are more numerous than here
for small sums of money. This part of the financial machinery
of France has been brought to a higher pitch of perfection than
in any other country; some of the French expedients for ‘ collect-
ing the diffused particles of floating capital,” and accumulating
them in useful forms, might with advantage be transplanted to this
country. With these facilities for investment in good securities,
there is also the old habit, so dear to the French, of buying small
plots of ground; hence the people are not accustomed to keep
their savings long placed at the small rate of interest allowed by
the Savings Banks. Moreover, the rentes, or Government secun-
ties, are subdivided into coupures representing as small a sum as
100 francs. The municipalities and railroad companies issue their
bonds in denominations as low as 300 francs on the average.
Such bonds naturally attract the savings of the towns and cities,
while the rural population, when their savings reach a few hun-
dred francs, are often ambitious to increase the little farm on
which stands the family homestead. In 1844 the French Savings
Banks held 393 millions of francs §$ 78,600,000) belonging to
575,000 depositors; in 1860 the deposits had fallen to 377 million
francs ($ 75,400,000), while the number of depositors had increased
to 1,125,000,—showing that the average amount due to each
depositor had decreased by one half. On the 1st of January,
1874, the deposits were 535,096,737 francs, or $107,019,347, and
the depositors had increased to 2,079,196, the number of the banks
being 508. If the French Savings Banks hold a smaller pro-
portion of the savings of the people than those of the United
States, the disparity is thus shown to be largely due to two
causes: first, the Savings Banks in France pay but 324 per cent.,
which is a low rate of interest; and secondly, the small investors,
who in other countries put their accumulated savings into the
Savings Banks, can gain more interest in France by placing their
money in rentes, in good railroad bonds, or in real estate.

In England some changes are likely to be introduced into the
management of the savings institutions. In addition to the old
savings banks the British Parliament, by a law passed in 1860,
established the Post-Office Savings Banks. These institutions are
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more popular than the old savings banks. Their depositors have
the security of the Government for every penny deposited, while
in the old banks the depositor has that security for no more than
is actually paid over into the hands of the Government. In many
instances clerks and managers of the old savings banks have re-
ceived deposits, and have failed to pay them over to the National
Treasury. In all such cases the depositors were liable to suffer,
and much loss has actually been reported from this cause. Hence
the Post-Office Savings Banks have made considerable progress
although they pay but 214 per cent. interest, while the old savings
banks pay 31 per cent. The total deposits in both kinds of
banks were reported in the debate in the House of Commons on
27th May, at 65,673,000 pounds sterling, or $328,365,000. These
banks invest their money in no other securities but consols, which
pay about 3.35 per cent. on the capital invested. The deposits of
the savings banks throughout Europe amount altogether to about
1,180 millions of dollars. The most prosperous savings institutions
are those of England, France, Germany, and Switzerland. The
Swiss savings banks hold $57,600,000, the average deposit per
head of the population being $17, while in England the average
is $9.60; in Austria, $8.80, and in all Europe, $5.60. In this
country, as is well known, aggregate deposits to a much greater
amount find their way into our savings banks, as is shown by the
yearly reports issued by the various States.

We have received a summary of the report of the savings
banks of New Jersey for the year 1874. The number of these
institutions is 40, and their deposits amount to $31,795,503. Their
surplus fund amounts to $1,353,934. Nearly one-half of the assets
are invested in first mortgages on real estate. These mortgages
are for $100 and upwards, and the preference is given to such
borrowers as are also depositors.

The investment in mortgages are $14,758,507. Of the bonds

" of the various counties and cities of the State, and of New Jersey

State stocks, the aggregate amount is $8,686,250. Of United States
bonds the amount is $4,369,000. The loans on collateral securities
are $3,878,131. The banking buildings are valued at $1,000,000.
It is thus seen that the savings banks of New Jersey are in a
thriving condition, although their deposits seem small compared
with the amounts reported by the savings banks of New York,
Massachusetts, Connecticut, or Rhode Island. The financial aggre-
gates of the New Jersey savings banks compare as follows:—

LIABILITIES.

Amount of depositS.eceee .t tiiieeiiieenes e eaeeneceeeeens $31,795,503 31
Amount of Surplus.....ee it imae it aaae 1,353,934 22
INVESTMENTS.

In first bond and mOrtgages. ... .cccetimianicnnieccenaeennn $14,758,507 00
City, county, and State bonds.........coooiiiai il 8,6&6:250 )
United States bonds......cooeoimemnaniaaa.ld . 4,369,000 oo
On collateral security.....cccecerieenianaans tiiiananaaaan, 3,878,131 o0

In banking buildings, say.-.cccceerenecinieiiiaiiiaiaaiaaae, 1,000,000 00



9% BANKER’S MAGAZINE. [August,
The report of the Massachusetts savings banks just issued
gives the following statistics for the year 1874, as compared with

the previous year :—

1874. 1873.
No. of banksS..ee coeemeir ot iaciaacaan.n 179 .... 175
No. of depositors.........occoaaeaaaan. 02,099  .... 666,229
Amount of deposits. ... eueu ioneeraann . $217,452,020 ... $202,195,343
No. of depositors dunng the last year........ 5,149 695,327
Amount of deposits during the last year...... $57,611,608 .... $58,846,558
No. of withdrawals in the last year........... ,047  ---- 454,7
Amount of withdrawals in the last year....... $49,696,893 ... $§°»45 1340
Amount of surplas ... ... .....iiiiiailn $3,490.934 ---- 3,154,593
Loans on mortgages of real estate........... 109,254,540 .... 100,400,767
Loans on personal security.................. 37,995,689 ... 35,260,386
Railroad bonds -« oo oot i, 6,486,881 ... 6,098,435
Government bonds........ .. . .......l. 18,843,066 .... 17,530,639

A comparison with the savings banks of New York and New
England shows the following aggregates. We add also the popu-
lation and area of each State.

Avrea

Banks. Depositors. Deposits. Population. Sg. miles.
New York...... 158 .. 872,498 .. $303,935649 .. 4,600,000 .. 47,000 -

Massachusetts .. 179 702,009 .. 217,452,120 .. L,575000 .. 73800
Connecticut..... — .. 205,5[0 .. 72,205,624 .. 575000 .. 4,750
Rhode Island... — .. 93,124 .. 46,617,164 .. 245000 .. 1,306
Maine.......... — .. 90,398 .. 29,556,498 .. 640,000 .. 35,000
New Hampshire 68 .. 92501 .. 30,214,585 .. 325000 . 280
Vermont ....... — .. 16200 .. 5,751,002 .. 336,000 .. 10,212
New Jersey. .... 40 .. —_— 1,795,000 1,016,000 . 8,320
California ...... 20 .. 77,517 .. 62,737,875 .. 675,000 .. 188,981
.. —— .. 57,600,000 .. 2,669,147 .. 15,222

— .. 179475824 .. 35904,435 -- 226,4
s 2,079,196 .. 107,019,347 .. 36,102,921 .. 201,00
Great Britain...5,334 -- —— .. 328,365,000 .. 31,817,108 .. 119,924
All Europe..... - . —— ..1,180,000,000 ..300,532,000 . —

THE PHILIPPART PANIC AND THE CREDIT MOBILIER:

The Philippart panic has attracted considerable attention in
Europe, and in some of its aspects it is worth notice here. On the
14th of Juné the Crédit Mobilier had a general meeting, at which
M. Philippart, Chairman, gave in his resignation, and Baron d’Er-
langer, at the head of a Board, consisting of Lord W. Montagu
Hay, Messrs. Brillavoine, Galotti, Obermaver, de Montanac, and Ed-
ouard Troplong, was intrusted with the future destinies of the Com-
pany. It is well to remember that this concern, under the direc-
tion of M. Pereire, had one of the most brilliant careers to which
such a company can aspire, and that during the Empire its shares
were considered the barometer of the Bourse. It was its pros-
perity, indeed, which brought about its decadence, by obliging it
constantly to undertake fresh business in order to hold the com-
manding position it had reached, and it was these enterprises,
annexed to its own concerns, which subjected it to the vicissi-
tudes to which it fell a victim. It made, as may be remembered,
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considerable advances to the Socéété- Immobilidre, which had bought
land at Marseilles. That company disposed of the land to an
English company. The latter opened a subscription, which was
six or seven times covered. Quite a new town was to be built
on the spot. The first stone was formally laid, which has remained
to this day the sole monument raised by the English company.
After seven or eight years, the land is in precisely the same state
as then, and there is no telling when it will assume another

t. This single example will show how causes foreign to its
conception led to the decline of the Crédit Mobilier, which was
founded with a capital of 80,000,000 francs, and had invested in
this one operation more than a third of its entire funds.

In an important action, instituted by some of the parties inter-
ested, against M. Pereire and other Directors of the Credit Mobilier,
judgment was given against the latter, and this judgment, showing
as it did the embarrassed position of the company, struck a
grievous blow at it. When M. Pereire, after difficulties of all
kinds, was forced to retire, M. Haussmann took the management of
it. His chief and very just anxiety was to ascertain the assets of
the concern as soon as possible, and to get in all the money
which it could claim. With this view, a series of lawsuits was
nstituted by him against M. Pereire.  These suits, however,
seemed interminable, each of the parties naturally defending him-
self as well as he could, and the operations of the company
being in the meantime wholly suspended. Then it was that M.
Philippart intervened. The rapid and dramatic progress of this
enterprising Belgian financier, who so suddenly infused new life
into French financial operations, will certainly form one day one
of the most curious chapters in the financial history of the
time. On succeeding to M. Haussmann, M. Philippart adopted
a totally different policy. Instead of persevering in the suits
against M. Pereire, he accepted a compromise, released the
concern from the obstacles caused by those suits, and resolved, by
issuing new shares, to double the capital which it possessed, but
which was locked up. This idea was a practical and effective
one, for the free capital, thus placed at the company’s disposal,
allowed of the realization of the stagnant capital forming its assets,
and of the revival of all the projects in which the Crédit Mobilier
had engaged, and which could not be set going without addi-
tional advances. Unfortunately, however, for M. Philippart and
his fortunes, he had made enemies; he had grouped around him a
network of financial institutions; he had received into his hands a
large number of small railroads, which he wished to consolidate
into one large company; he had entered into a contest both with
the Haute Finance and with the great railway companies. A share-
holder in the Crédit Mobilier took legal proceedings against the
issue of preference shares, and the courts decided in his favor.
An action was instituted against M. Philippart himself. Hostile
motions were submitted to the Assembly. All the stocks connected
with his scheme were attacked & 7 oufrance by his powerful antag-
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onists, and a subscription which he opened under a new shape
broke down. The political crisis of last month supervened, and
hastened the catastrophe. M. Philippart fell, and the attempt to
revive the Crédit Mobilier fell with him. These were the circum-
stances under which the meeting was held by the Company. M.
Philippart tendered his resignation in language which proved at
least the energy of his character, and the courage with which he
confronts his position. During this crisis, Baron d'Erlanger came
forward, and he has been elected in M. Philippart’s place.

It is believed that this report is more sincere than the reports
of companies in distress usually are, for the item of the Société Immo-
bilidre, estimated by M. Philippart at 60,000,000 francs, figures for
only 31,000,000 francs. Even the latter sum is given merely as the
amount of the debt, and the report does not apparently represent
that this is its real value. The report, moreover, is simply a state-
ment of accounts. It does not speak of the plans of the new
Board. It does not even seek to disgwise the depreciation of the
soo-franc shares of the Crédit Mobilier, which have fallen as low
as 193 francs, but have since recovered.

According to this statement the assets of the Crédiz Mopilier, which
on the 2d of March, when M. Philippart took the direction, amounted
to $86, 295,000 francs, were on the rith of June only 77,092,446
francs, showing a loss of 9,202,554 francs. The diminution in the
assets is in a large measure caused by the depreciation in the
value of the securities which represent the capital, and by forced
sales of assets, at a low price, to obtain resources for urgent
requirements. The recent recovery in the value of the assets
will, of course, reduce the amount of these losses of the Company.
So far as may be judged from the brief entries in the statement,
the Philippart administration was not responsible for the whole
of this deficit. A sum of 2,835,000 francs is set down as resulting
from the sale of 15,800 shares of the Franco-Hollandaise Bank for
the end of January, and which shares had to be bought in after
the 2d of March. .In the contest between the direction of Baron
Haussmann and the party which wished to bring in M. Philip-
part, the Crédit Mobilier sold largely Franco-Hollandaise bank
shares as a means of damaging .the credit of M. Philippart, he
being chiefly identified with that bank. The purchases were
carried over at each settlement, and the shares were only
brought in after the accession of the new Board, which had to
bear the loss. The Company is now indebted to the Bank of
Belgium for the sum of g,600,000 francs, and to Baron Erlanger
for 5,000,000 francs.
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THE BANKING SYSTEM OF SWITZERLAND.

BY MAURICE BLOCK.*

Switzerland is about to reform its banking laws. The change
is proposed with a view to correct the -extraordinary increase of
the bank-note circulation. For the last six or seven years
Switzerland has been frequently referred to as a model of free
banking. The advocates of freedom of bank issues declared that
the more banks of issue existed the more checks were created
to prevent excessive issues, and that the multiplicity of banks is
one of the means of restricting the volume of the circulation.
The credit of each bank, it was said, is never sufficiently known
to the public to induce them to accept freely too much paper.
The volume of the Swiss circulation was indeed quite small for
many years, but in 1870 it reached 18 millions of francs. In
1873 it passed 47 millions, and on the 15th of October it was
almost 72 millions. The multiplication of bills was attended by a
disappearance of gold. But in Switzerland the people were more
disposed to ascribe the increase of the paper to the disappearance
of the gold than to think that the efflux of the paper drove away
the gold. Notes were issued, it was supposed, because gold was
disappearing. [t was the popular opinion that the increase of the
bank circulation and the scarcity of gold were two results of those
general causes which are deranging the financial movements of -
the whole civilized world. The subject was referred to a Commis-
sion, which has just made its report. First, the report asks whether
there is any need tq set up, as Germany has done, a great central
bank to regulate the note circulation. This question is answered
in the negative; several reasons are given. Switzerland, the Com-
missioners say, would encounter constitutional difficulties in any
attempt to create such a centralized banking power. Moreover,
in Switzerland there is not, as in Germany, an institution like the
Bank of Berlin, all ready to be turned over to and transformed
into the center of the banking institution system.

Another feature they do, however, borrow from Germany. It
is that of limiting the issues. They even adopt the new German
word “ contingenter,” which was invented on the banks of the Spree.

* This distinguished French economist needs no introduction to the American banking com-
munity. Like M. Wolowski, he is not a native of France. He was born at Berlin Feb. 18,
1816, and being taken to France when five years old, he became naturalized there. In 1843 he
was appointed to an office in the Bureau of General Statistics Later he entered the offices of
the Ministry of Agriculture, of Commerce, and of Public Works. of which he became in 1853
one of the chief officers. In 1861 he resigned office, and devoted himself to literature. He has
published works on statistics and political . His chief works are Les Theoriciens
dx Socialisme en Allemagne, 1873; Les Finances de France depuis 1815, published in 1863,
Dictionnaire de I Admuanistration, 1862; Dictionnaire Gemeral de la Politigue. One of his

was his essay, Des Charges de I’ Agriculture dans les divers pays de I

earliest works
Europe. Paris. 1850. This work was crowned by the Institute. In 1861 the Academy of
Sciences awarded M. Maurice Block the Monthyon prize for statistics.

7
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The maximum proposed is double, and implies a contradiction
which the legislator must try to solve and harmonize. Article 4
says: “ No bank shall issue notes to exceed twice its capital. The
notes in circulation shall never exceed go francs per head of the
population of Switzerland.” Now every corporate bank, with a
capital of at least one million francs, shall be authorized to issue
notes. Switzerland has already 28 banks, and others may well be
expected to be organized. But as the population is but 2,600,000,
the maximum of the circulation cannot reach r3o million francs.
It follows that the capital employed in banking cannot usefully
exceed 65 million francs. Still, an issue of notes amounting to.
twice the capital is not very con51derable, and it is below the pro-
portion allowed in Germany, which is thrice the capital.

On the other hand, the law requires that the cash reserve
should always be kept equal to one-third of the circulation; and
the remaining two-thirds are to be covered by good commercial
notes discounted, or by bills of exchange, having two names or
one name and a hypothecated collateral. The paper discounted is
not to be of longer date than four months. The cash reserve
" being thus appropriated, together with the bills receivable, to guar-
antee the bank-notes, the note-holder has a prior claim, and is
preferred before the other creditors of the bank. This privilege
does not exist in' Germany. Switzerland has imposed a tax on
bank-notes. This tax is not assessed upon the actual amount of
the outstanding circulation, but upon the aggregate of notes which
each bank declares its intention of issuing. Thus the tax on bank-
notes is not, as in Germany, a means of restricting the circula-
tion. It is rather, as in France and England, a sort of impost
on the business of the bank. The Swiss Commissioners report
favorably of this tax, because they think it will induce the banks
to be moderate in their declarations, and will thus restrict the
issues of notes within moderate bounds. They also defend the
tax as a simple right of control on the part of the Government
over the banks.

An interesting feature of the Swiss banks seems to have been
borrowed from the American system. All the notes of every Swiss
bank are uniform in size, form and color. But the banks are not
obliged, as in the United States, to deposit Government bonds as
security for their circulation. It is also expressly declared that the
Government does not intend to guarantee the bank-notes.

Among the miscellaneous provisions of the proposed law are
the following: Every bank is to receive at par the notes of all
other banks. Another provision requires every bank to redeem
the notes of all the other banks. Article 14, which imposes this
singular obligation, adds the condition, “so far as its coin reserve
will allow," but it continues as follows: “If the condition of its coin
reserve is such as not to admit of redemption demand, the bank
may ask for a delay of three days to obtain coin from the bank
that issued the note in question, and the former bank is responsible
to the issuing bank for the prompt transmission of the demand when
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the three days have expired. The person presenting it has the
right to protest the note, and at his request the bank to which is
presented the note is obliged to prosecute the suit against the
issuing bank.” This arrangement seems to us to go too far. It
is true that another article of the law, the 16th, establishes a Clear-
ing-House, but it is always dangerous policy to push too far the
consolidation of the banks.

The new law confers on the Government the right to ex-
amine* the banks, and the federal council, which is the supreme
executive power, has the right to send experts to examine the
situation of the banks. The banks are also to publish a  weekly
statement of their position. The council also regulates the note
issues, and is able, if it pleases, to take away the right of issue
from any bank which does not fulfill its engagements.

THE «“HANSE TOWNS.”

“Commerce and literature,” it has been said, “have only in .
modern times made a league with each other. Formerly, for many
centuries they were hostile. Hence Pheenicia, Carthage, and the
other great commercial nations of antiquity, have left so little
record of their grandeur and power, of their civilization and prog-
ress. They perished, as commercial nations without a literature
must inevitably perish. The monumentum aere perennius which the
Muses alone can confer, is absent, and their name and fame have
almost vanished from the earth.” A modern illustration of this
principle may be found in the Hanse Towns, whose commercial
prestige was so conspicuous in the Middle Ages. During several
centuries, while the feudal system was giving place to the national
institutions of modern Europe, the Hanseatic League was the cus-
todian and foster-mother of the infant commerce of Westem and
Central Europe with the Mediterranean and the Orient. With the
discovery of the new route by sea to the East around the Cape
of Good Hope, the Hanseatic organization of commercial business
was superseded or shaken, and a new spirit of enterprise was let
loose, which undermined the old fabric of commercial supremacy.
The Hanseatic League fell into gradual decay as its younger rivals
grew up around it, just as in our day we often see an old, con-
servative firm lose its business and gradually succumb before the
new facilities and the young energy of its competitors. When the
Hanseatic League was first organized in the confusion and excite-
ment of political and social life which followed the breaking up of
the Roman Empire, bands of brigands and hosts of pirates ren-
dered commerce unsafe by land and sea. If trade were to be car-
ried on at all, a powerful and widely diffused organization was

* It will be seen by our readers that somewhat more use has been made of the American
Bank Law by the Swiss Commissioners than M. Block seems to have been informed of. Infact,
almost every provision of the Swiss Commissioners is taken from our law except one or two

dubious arrangements about the circulation. Upon these M. Block offers some strictures in the
sparit of whu:h we fully coincide.
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absolutely necessary. It is not at all improbable that the Confed-
eration of the Hanse Towns was the successor of several previous
organizations which necessity had led the great cities of Europe
to establish for the protection of that commerce to which they
owed. their prosperity and wealth. These cities were, many of
them, of very ancient origin.

Henry the First, the father of the liberator of Italian Com-
munes, encouraged the tendency which he found growing up to
build new cities and to enlarge the existing cities, some of which
were rising upon the very sites of Roman colonies or upon im-
perial domains. He and his successors, and, later, the Kings of
France and England, found cities to be the most effectual counter-
poise of the aristocracy, the most fertile source of public revenue,
and a new means of public defense. By commercial relations
with the cities of Italy, by emulation of Italian industry and free

.institutions, the German cities soon reached a high degree of

: prosperity and civilization. Municipal life gave birth to a spirit

of progress in the arts, and to the desire of becoming distinguished

i by wealth and enterprise, at the same time that material well-

being gave origin to a desire for political ameliorations.

The maritime cities of Northern Germany, strong as they were
with their rising liberty and their flourishing industry, were soon
obliged to conclude a close defensive alliance to protect them-
selves from brigands, who disturbed their trade by land and by sea.
With this view, Hamburg and Liibeck formed in 1241 a league,
which, in the course of that century, united all the cities of any
importance upon the coast of the Northern and Baltic Seas, upon
the shores of the Oder, the Elbe, the Weser, and the Rhine, to
the number of eighty-five. That confederation was called “ The
Hanse,” which, in low German, means a union.

The Hanse Towns soon discovered the advantages to be derived
by private industry from their association, and were not slow in
conceiving and developing a commercial policy from which sprang
a prosperity without previous example. Convinced that, in acquir-
ing and preserving a great maritime trade, a powerful navy was
necessary for its protection, the Hanseatic cities provided for this
exigency; and, knowing that the maritime power of a country rises
and falls with its trade, navigation and fisheries, they determined
that their goods should be transported only in their own vessels.
They established many great maritime fisheries. The Navigation
Act of England was modeled upon that of the Hanse Towns,
which had for its model that of Venice. England only followed
those who preceded her in maritime supremacy. Even at the
period of the Long Parliament, the proposition of an Act of Navi-
gation was anything but new. 1In his appreciation of that meas-
ure, Adam Smith ignores the fact that, centuries before, and at
different times, attempts had been made to introduce similar
restrictions. Proposed by the Parliament of 1461, they were
rejected by Henry VI.; proposed by James I., they were rejected
by the Parliament of 1622. Long previous to these two attempts,
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in 1831, they had actually been applied by Richard II., but hav-
ing soon ceased to be operative, they were forgotten. The coun-
try was evidently not yet ripe for such a measure. Acts of
Navigation, as well as the protection of industry by import duties,
are so material to nations having a presentiment of future com-
mercial and industrial grandeur, that the United States were no
sooner emancipated than they adopted maritime restrictions, at the
mstance of James Madison. This was done, too, as will be seen
in a following chapter, with infinitely greater success than in Eng-
land a century and a half before.

The Northemn princes, to whom a trade with the Hanse Towns
promised great advantages in the opportunity it afforded, not only
of selling the surplus productions of their soil, receiving in exchange;
manufactured articles very superior to their own, but of filling their'
treasuries from the avails of import and export duties, and of
inuring to habits of labor people previously addicted to indolence,
debauchery and dissensions, looked upon it as a fortunate circum-
stance when the Hanse Towns established their commercial houses
among them, and, to encourage this, they granted them many
privileges and important favors. The Kings of England distin-
guished themselves particularly in this respect.

The trade of England had for many years been carried on alto-
gether by foreigners, chiefly the inhabitants of the .Hanse Towns,
or Easterlings, as they were called; and, in order to encourage

thosemmerchants to settle in England, they had been erected into

a corporation by Henry III., had obtained a patent, were endowed
‘with privileges, and were exempted from several heavy duties paid
bv other aliens. So ignorant were the English of commerce that
this company, usually denominated the Merchants of the Steel-
yard, engrossed, even down to the reign of Edward, almost the
whole foreign trade of the kingdom, and, as they naturally employed
the shipping of their own country, the navigation of England was
also in a very languishing condition.

Long before that period, German merchants, and especially those
of Cologne, had occasionally dealt with England; but in 1250 they
established in London, upon the invitation of the King, the
renowned commercial association referred to by Hume as the
Steelyard, which at first exercised so favorable an influence upon
the development, culture and industry of England, but which
afterward excited such an intense national jealousy, and which, in
the 375 years that elapsed from its rise to its dissolution, furnished
occasion for such long and acrimonious debates.

England was then to the Hanse Towns what Poland was later
to Holland, and what Germany was to England; she supplied
them with wool, tin, skins, butter, and other productions of her
manufactared articles.  The raw materials, which the merchants of
the League -purchased in England and in other Northern king-
doms, wére transported by them to their colony of Bruges,
founded in 1252, and exchanged for clothes and other manufac-
tured goods of Belgium, and for various products of the East

T e



102 BANKER’'S MAGAZINE. [August,

coming from Italy, which they distributed among the countries sit-
uated around the North Sea. A third agency, established in 1272
at Novogorod, in Russia, dealt in furs, flax, hemp, and other raw
materials, in exchange for manufactured products. A fourth
agency, established in 1278 at Bergen, in Norway, was chiefly
devoted to fisheries and to a trade in oil and fish.

The experience of all countries and all times teaches that, so
long as a nation is in a state of barbarism, an entirely free trade,
which carries off the products of its hunting grounds, its pastures,
its forests, and its fields—in a word, its raw materials of every
'kind—and brings in return better clothing and furniture, as
.well as more perfect tools, with a supply of the grand instrument
.of exchange, the precious metals, confers immense advantages. A
. people in that condition may well rejoice in free trade, so long as
it advances them in the career of civilization. But experience
| teaches also that, in proportion as such a nation makes progress
in industry and civilization, it must experience a change in its
"internal economy, which will show that free trade is no longer its
'advantage. It was so with the trade between England and the
Hanseatic cities. A century had not elapsed since the foundation
,of the Steelyard agency, when it occurred to Edward III. that
-possibly a wiser and more useful policy might be pursued than to
-export raw materials and to import cloths. He began by offering
- inducements of every kind to the manufacturers of wool in Flan-
. ders to attract them to England; and, having succeeded with a
* goodly number, he prohibited the importation of foreign cloths.

The wise measures of that sovereign were marvelously pro-
moted by the foolish policy of other rulers, a thing not uncom-
mon in the history of industry. Whilst the ancient masters of
Flanders and Brabant had exerted themselves to increase and
reward industry around them, the new Counts seemed to make it
their study to excite the distrust and enmity of tradesmen and
manufacturers, and to drive them out of their dominions. After
1413, the woolen industry of England made such progress that
Hume could say of that period: “A great jealousy then existed
with regard to foreign merchants; they had to encounter a multi-
tude of difficulties; for instance, they were obliged, with the money
they obtained from their imports, to buy domestic productions.”
Under Edward IV., this jealousy increased to such a degree that
the importationis of foreign cloths and many other articles were
entirely prohibited. Though the King was afterward compelled by
the Hanse Towns to revoke that prohibition, and to restore their
ancient privileges, English industry seems to have been vastly
advanced by that measure; for Hume, referring to the reign of
Henry VII., which was subsequent to that of Edward IV. by
half a century, says: “The increase of the arts, more effectually
than all the severities of law, put an end to this pernicious
practice. The nobility, instead of vying with each other in the
number and boldness of their retainers, acquired by degrees a
more civilized species of emulation, and endeavored to excel in
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the splendor and elegance of their equipage, houses and stables;
‘the common people, no longer maintained in vicious idleness by
their superiors, were obliged to learn some calling or industry, and
‘they thus became useful both to themselves and to others. Laws
were made against the exportation of money, plate, or bullion,—a
precaution which serves no other purpose than to cause more to
be exported. But so far was the anxiety on this head carried,
-that merchants alien, who imported commodities into the king-
dom, were obliged to invest in English commodities all the money
acquired by their sales, in order to prevent their conveying 1t
away in a clandestine manner.”

In the reign of Henry VIII., the number of foreign manufact-
urers had become so great in London as visibly to enhance the
value of food, thereby furnishing a manifest proof of the advan-
tages which the agriculture of a country derives from the devel-
opment of domestic and manufacturing industry. The King, how-
ever, mistaking the causes and the consequences of this fact, gave
ear to unfounded complaints of English manufacturers against
foreign manufacturers, more skillful, laborious, and economical than
-themselves, and ordered fift jans to be expelled,
because they increas cost of living, and exposed the country
to the danger of a famine. To destroy the evil to the very root,
sumptuary laws, regulations for clothing, tariffs fixing the price of
food and the rates of wages, were immediately issued and en-
forced. This policy was fully approved by the Hanse Towns, and
their ships of war were placed at the disposal of the King, with
the same promptitude they had shown when previous kings of
England had favored them. England in our day shows the same
favor, and for the same reason, to the kings of Portugal. During
all that reign the commerce of the Hanse Towns with England
continued to be very active. They had ships and money, and
knew how, as do the English of our time, to_employ them skillfully
in_acquiring influence over nations and governments nat shrewd
enpg&,m_gpmp_rehend théir éwn interests; their arguments, how-
ever, rested upon differént grounds. The Hanseatic merchants
claimed their privilege of furnishing nations with manufactured
articles, in virtue of treaties and immemorial usage.

In the reign of Edward VI. the Privy Council sought and
found pretenses for the withdrawal of the privileges granted to the
merchants of the Steelyard. ¢ Several remonstrances were made
against this innovation by Liibeck, Hamburg, and other Hanse
Towns; but the Privy Council persevered in their resolution, and
the good effects of it soon became visible to the nation. The
English merchants, by their very situation as natives, had advan-
tages above foreigners in the purchase of cloth, wool, and other
-commodities, though these advantages had not hitherto been suffi-
cient to rouse their industry, or engage them to become rivals to
-this opulent company; but when aliens’ duty was also imposed
on all foreigners indiscriminately, the English were tempted to
-enter into commerce; and a spirit of industry began to appear in
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the kingdom.” After having been for several years wholly excluded
from a market of which they had enjoyed, for three centuries,
almost exclusive possession, they were reinstated by Queen Mary
in their ancient privileges, at the instance of the Emperor of
Germany.

But this time their joy was of a short duration. ¢ With the
view not only of preserving, but of increasing these privileges,
they complained loudly at the beginning of the reign of Elizabeth
of the treatment they had met under the reigns of Edward and
Mary. The Queen replied, very adroitly, thdt it was not in her
power to make changes, but that she would cheerfully leave the
Hanse merchants in possession of all the privileges and immunities
then enjoyed by them. A short time after, their commerce was
again suspended, to the great profit of the English merchants, who
had then an opportunity of showing of what they were capable.
The English merchants soon acquired the whole foreign commerce,
and their industrial efforts were crowned with complete success.
They separated into two classes, one taking the home trade, the
‘others seeking their fortune abroad, by exporting cloths and other
English productions. This success excited .the envy of the Hanse-
atics to such a point that they spared no pains to discredit the
English merchants. They even obtained an imperial edict which
interdicted to the English commerce with the interior of Germany,
in reprisal for which measure the Queen ordered sixty of the
Hanseatic vessels, engaged in smuggling in concert with the
Spaniards, to be seized. Her intention was at first to bring the
Hanseatic merchants to an amicable arrangement. But on the
receipt of the news that a Diet of Hanse merchants was then
in session at Liibeck, deliberating on the means of placing obstacles
in the way of English foreign commerce, she confiscated these
ships with their cargoes; two, however, were released and sent to
Liibeck with this message, that she had the most profound con-
tempt for the Hanseatic League, its deliberations, and its meas-
ures."”

Such was the treatment received from Elizabeth by those from
whom her father and many other kings of England had borrowed
ships of war for the defense of their country, merchants to whom
all the Protestants of Europe had paid court, whose vassals for
several centuries were the kings of Denmark and Sweden, who
had according to their fancy disposed of thrones and powers, who
had colonizeg and civilized all the south-eastern coasts of the
Baltic, and banished piracy from all the seas of Europe; who, at
a period not very remote, had drawn the sword to compel a king
of England to respect the privileges of his subjects; who more
than once had the crowns of English kings in pledge; and who
had carried their insolence and cruelty toward England so far as
to drown a hundred English fishermen for venturing too near
their fisheries. The Hanseatic cities were still powerful enough to
avenge themselves upon the Queen; but their ancient courage,
their noble enterprise, the powers they derived from liberty and
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their League—all that had vanished. They were becoming con-
stantly more enfeebled, until at last, in 1630, they dissolved for-
mally their League, after having begged at the door of every
European power the privileges of free trade, and having met in
every instance an humiliating refusal.

Various external causes contributed to their fall. Denmark and|
Sweden, meaning fo avenge their long subjection to the League,/.
placed every possible obstruction in the way of the commerce o
the Hanse Towns. The Czars of Russia had granted privileges to
an English Company. The Order of Knights, their secular allies,
and the very children of the League, were in a state of decline
and fast tending to their dissolution. The Dutch and the English
had thrust them out of their markets, and supplanted their influ-
ence in the courts of Europe. The dlscovery of the route to the

East by the Cape of Go -was also a blow to their com-
nacy. The Hanse Towns, which, in the days of their

power‘auﬁrospenty, almost forgot that they belonged to the
Empire of Germany, in their present distress applied to the Diet,
and urged that the English yearly exported 200,000 pieces of
cloth, a large portion of which went to Germany, and that the
only means of recovering their ancient privileges in England was
prohibition of English cloths by Germany. Anderson informs us
that a resolution to this effect was offered in the Diet and per-
haps agreed to; but he adds that Gilpin, the English Ambassador
to the German Diet, succeeded in preventing its being enforced.
One hundred and fifty years after the official dissolution of the
Hanseatic League, the cities which formed it had lost all recol-
lection of their past grandeur. Justus Moser somewhere remarks.
that if he should describe to the merchants of these cities the
power and grandeur of their ancestors, they would hardly believe
it. Hamburg, formerly the terror of pirates in every sea, celebrated
throughout all Christendom by the services it had rendered in the
destruction of the corsairs, had fallen so low as to be compelled
to purchase from Algiers by a yearly tribute the safety of her own
ships ; for the scepter of the seas having passed to the hands of
the Dutch, another policy prevailed in regard to piracy. When
the Hanse Towns were at the height of their power, they treated
pirates as the enemies of the civilized world, and gave themselves
eamestly to the work of their extermination. The Dutch, on the
contrary, looked upon the corsairs of Algiers as important co-
operators, by whose aid the foreign commerce of their rivals in
time of peace was paralyzed until it gradually fell into their
hands. Referring to an observation of De Witte upon that policy,
Anderson merely remarks, fas est ¢/ ab hoste doceri, a monition
which, though brief, has enjoyed a long acquiescence on the part
of England where this doctrine was fully appreciated; for, to the
shame of Christendom, England tolerated the piracies of the in-
famous Algerine corsairs down to our time. The signal merit of
destroying them had been reserved for France.

The commerce of the Hanseatic cities was not a national one;
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it was neither upon an equilibrium, nor upon a complete develop-
« ment of the productive power of the country, nor was it sustained
' by adequate political power. The bonds which united the mem-
bers of the Confederation were too weak; their desire of separate
preponderance and private advantage was so strong as to banish
 federal patriotism, which alone could excite a national feeling and
iplace the interests of the entire League above those of the respect-
‘live cities. Hence, jealousy and often treachery; thus Cologne
itook advantage of the enmity of England to the League, and
{Hamburg tried to make profit out of a quarrel between Den-
mark and Liibeck.
. The commerce of the Hanse Towns was not founded upon pro-
\ duction and consumption, nor upon the agricultural and manufact-
\uring industry of the countries to which they belonged. They
'lhad neglected to develop the agriculture of their own territories,
- although, by their commerce, they gave a great impulse to that
of foreign countries. They found it more convenient to buy
manufactured articles in Belgium than to establish manufactures of
their own; they promoted agriculture in Poland, they encouraged
the rearing of 'sheep in England, the production of iron in Sweden,
and they stimulated general industry in Belgium. They pur-
<chased goods where they could purchase them cheapest. But
when they were excluded from the countries where they bought
and where they sold, their agriculture and manufactures had not
sufficient development to absorb and employ the overplus of their
commercial capital. This capital emigrated to Holland and
England, where it increased the industry, the wealth, and the
power of their enemies. In this fact we have clear proof that
private industry, left to itself, does not always select the true path
to national prosperity and power, nor even to its own eventual
success.

In their exclusive pursuit of material wealth those cities com-
pletely. lost sight of their political interests. When their power
was at its height, they seemed scarcely to belong to Imperial
Germany. That narrow-minded, selfish, and haughty commonalty
was flattered by the attentions of princes, kings, emperors, and by
their acknowledged position as sovereigns of the seas. How ‘easy
had it been for the League, at the time of its maritime supremacy,
to form in concert with the confederate cities of Upper Germany
a powerful House of Commons, as a counterpoise to the aristocracy
of the Empire; to establish, by the aid of the emperors, a national
unity; to combine in one nation all the sea-coast from Dunkirk
to Riga, and thus to seize and secure for Germany a supremacy
in industry, in commerce, and in navigation. But when the scepter
of the seas fell from the hands of the League, it did not retain in
the German Diet sufficient influence to have its commerce regarded
as a national interest. On the other hand, the aristocracy applied
themselves earnestly to the work of its humiliation. The cities of
the interior fell one by one into the hands of the absolute mon-
archs, and those on the coast thus lost their trade with the in-
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terior. These mistakes were all avoided in England. There, ex-
ternal commerce and navigation laid the foundation for home
agriculture and manufacturing industry; there the interior trade
increased concurrently with the external commerce, and individual
liberty increased without prejudice to national unity and power;
there were consolidated and united in the most happy manner
the interests of the crown, of the aristocracy, and of the commons.
It is to be regretted that the Hanse Towns have found no:
historian able or willing to disperse the clouds of obscurity which
have gathered over so much of their real history. Enough is
known about them, however, to show that this beneficent league '
had important functions to fulfill during the transitional period which
intervened between the destruction of the unity in which the
Roman Empire had bound Europe, and the building up of modern
nationalities, whose complex fabric of civilization, of social and
political life, had its foundations laid in the darkness of the Middle.
Ages, and whose progress has been so slow even to our time. If
we could trace through several centuries the actual doings of an ,‘
organization so beneficent, so effective, and so permanent as the |
Hanseatic League, the labors of many great and good men would |
no doubt be honorably recorded whose very names are lost in
oblivion, and await the discovery of some future explorer who
shall do them justice, and shall make known to the modern world
how well these old organizers of capital and labor did their work,
what mistakes they made, and how our own builders in later times
may avoid similar mistakes and accomplish equal or greater good.

S oS——— -

ENGLISH BANKING.

BY W. D. HENDERSON.

[From Macwmillan's Magasine for June.}

It is characteristic of the way in which great questions are
raised in England, that an inquiry into the working of our mone-
tary laws should be made, not because there have been great
changes in trade since 1844, when legislation last took place, but
because a bank which had the right to issue one-pound notes in
Scotland opened a branch in Cumberland, at which it did not
propose to issue any notes at all. As the question of our mone-
tary laws is now, however, exciting attention, it may not be inap-
. propriate to inquire how they came to be what they are; how our
system of banking grew up in the face of many legal restrictions,
and is still largely modified by these restrictions; and what changes
are now required so as to remove these restrictions with the least
possible danger to the existing fabric.

In one respect the ground has been cleared for such an in-
quiry ; and it may fairly be said that the facts and traditions upon
which the Act of 1844 was based have now disappeared. In 1844
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the Bank was the great and even controlling power in the money
market. Its transactions were so large, and its possession. of the
Government deposits was so important, that practically it con-
trolled the rate of discount, and it was upon this control, and the
consequent immediate action upon the bullion reserves and the
foreign exchanges of a high or low rate of interest, that the Act
was based. But in thirty years it has become only one of many.
There are single institutions whose discounts are much larger than
those of the Bank, and for some years back the governors of the
Bank have been acting on the principle that their first duty is to
make money for their shareholders, and not to preserve an ade-
quate specie reserve. They have very much ceased to trouble
themselves about any abstract questions of money or the ex-
changes, and are content to rub along as well as they can. It is,
for example, undoubtedly the case that as a rule the Bank of
England does not hold more gold than the balances which it
owes to the other banks. Its normal condition now is very much
what it was on a summer evening in 1866, when a deputation of
bankers waited upon ‘the Chancellor of the Exchequer and in-
formed him of their ultimatum, that if he did not suspend the
Act of 1844, they would force its suspension by withdrawing their
deposits from the Bank. The other assumption in the Act of
1844, that the circulation of bank-notes should fluctuate as would
a circulation of gold, will be discussed in the sequel. But it is
sufficient to excite attention to the question to know that the
theory that the Bank of England can immediately lessen or raise
the rate of interest in the money market, and so influence trade
and prices, has ceased to be true. To make the theory of the
Act of 1844 now correspond to the facts of the case, it would be
necessary that all the great banks should be directly interested in
maintaining an adequate specie reserve, and should act unitedly
upon all questions affecting that reserve. That they do not so
act together, and that our system of banking is what it is, I will
now proceed to explain.

The explanation is, that the English system of banking, and
of credit so far as it depends upon banking, is largely a creation
of the law. At no time for two centuries has the business been
in any sense a free one; and however various the opinions of
legislators may have been at different times, and however
conflicting the principles upon which they acted, they have
always treated bankers as if they were members of a danger-
ous class. A history of banking legislation would indeed be a
not uninteresting addition to the history of human follies. The
earliest in point of time, and one of the most pernicious of these
restrictions, were the Usury laws, which were only entirely abolished
in. the year 1839. By these laws bankers and capitalists were
prevented from obtaining directly the fair value of their money,
and were forced to resort to all kinds of indirect means. Cus-
tomers were compelled to keep large balances, or they were charged
various commissions. What was still more important, the banks
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must often have been crippled in obtaining deposits by their ina-
bility to give a fair market value for them; whilst, on the other
hand, they must have done injustice to small customers, especially
in times of pressure, and refused them accommodation, because,
without a high discount rate, their accounts were not profitable.
Nor could the banks raise and lessen their discount rate, and so
check prices and speculation, and regulate the flow of bullion.
The whole theory of the Usury laws, which affected not banking
only, but all credit, was thus precisely the reverse of that of the
Act of 1844 ; and it is one of not the least curious facts in the
history of banking that between 1839 and 1844 our legislators
should have so entirely changed their policy. Even more curious
is it that so short an interval between two opposite excesses was
allowed for the medium course of free trade. So little, however,
were people prepared for free trade that in these five years alone
four alterations were made in the Bank of England rate of dis-
count, while now, for example, in the year 1873, the changes have
been twenty-four.

But if the Usury laws affected bankers .in common with other
classes of capitalists, there has not been wanting much special
legislation for their exclusive benefit. The first London bankers
were the goldsmiths, whom Charles II. robbed so barefacedly.
Almost as soon as the present Constitution was fixed by the
Revolution of 1688, the Bank of England was started as a mo-
nopoly. No other joint-stock bank was allowed to be formed in
England; and no bank, joint-stock or private, was allowed to issue
notes within sixty-five miles of London. In this way the formation
of large banks, such as the Scottish banks, with numerous branches,
was prevented ; and so the banks in large towns, where money is
always in demand, were unable directly to obtain the deposits of
the smaller towns, where money is always plenty. Owing to this
the class of money-brokers of which Overend, Gurney & Co. were
the type, grew up towards the close of the last century; their
legitimate business was to obtain money from country bankers and
capitalists, and to give them in return the bills of town bankers.
No doubt some of these restrictions were gradually abolished, but
the process itself was a slow one, and as soon as the older restric-
tions were abolished, new ones were created. In fact, if one
might use the illustration, the old twist or bias in the system was
not removed till a new one was created. Thus, for example, the
first permission to establish joint-stock banks compelled all banks
to adopt the principle of unlimited liability, although in the older
banks, the Banks of England, Ireland, and Scotland, the liability
was limited. The capital of the banks was thus made small when
compared with their- liabilities, as many parties would object to
take shares in unlimited companies; and of course when the
shareholders were limited in number, the capital of the banks
would also be limited. This restriction has now, indeed, been
removed, and banks with limited liability have been created; but
there is still a prejudice against them, which, as will be shown in
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the sequel, it will require years to overcome. Then again this
permission to found ¢ unlimited” joint-stock banks was, by a
curious fatality, almost coincident in time with the withdrawal of
the right to issue notes under five pounds. But as a very con-
siderable proportion of the business of new banks depends upon
the power of issuing notes, this prohibition was really a formidable
check upon the formation of new banks. The Legislature, indeed,
seems to have had special difficulties in dealing with these small
notes. They were prohibited in England between 1777 and 1797,
and again from 1825 till the present time. They had, indged,
been withdrawn from circulation a year or two previously to 1825,
and the panic of that year was, by the testimony of many wit-
nesses, allayed by the discovery in the vaults of the Bank of
England of a quantity of these one-pound notes, and their issue
to the public. Under the Act of 1844, the last great system of
banking legislation, aided also by the Act of 1845, which pro-
hibits any new bank from issuing notes, and prevents the existing
English banks from issuing notes against gold, the banks all look
to the bank of England to furnish them with its notes, which are
a legal tender, whilst the bank is prevented from doing so unless
it holds gold against these notes. The banks, in fact, are all in-
duced to depend upon the Bank of England; and the Bank cannot
even use its credit to help them. It may receive their money
and issue to them in return deposit receipts or post bills, or place
it to their credit in its books, against which they can themselves
issue checks, but it is prohibited from giving them the one form
of acknowledgment which they require for their customers, viz.,
bank-notes. An English banker, thus carefully shut off from all
obligation to ‘provide gold for his liabilities, looks to the Bank to
give him its notes; and the Bank, if we may judge from its
action for some time back, is more than ever determined to lean
upon the Government, and to regard a suspension of the Act of
1844 as a remedy for all financial evils.

From what has been said, the prominent faults of English
banking, largely the result of this constant interference, may be
described as two.

1. The capital, when compared with the liabilities, is too small.

2. The proportion of specie kept as a reserve is also too small.

The former of these operates in this way, that as a bank’s
advances are based almost entirely upon its deposits, which may
be called for during a panic, and not partly upon capital, which
cannot of course be called for, the bank becomes very .uneasy in
times of pressure, and very unwilling to make advances. The
pressure caused by this unwillingness becomes gradually intensified,
and finally the small specie reserve augments it into a panic, when
all reason seems to give way, the credit of the best and most sol-
vent houses is questioned, and people are afraid that they will not
even procure the currency needed to carry on their daily business.

Now, no doubt, our main remedy will be to return to the
natural course of trade, and to something like free trade in bank-
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ing. There is no business to which the principle of open com-
petition is so applicable as banking; because there is nothing so
easily dealt with as those representatives of commodities, Bills of
Exchange, the circulating capital of the country, in,which a banker
deals. But there are two important exceptions to be taken to this
general principle. The first is that the circulation of small notes
1s, to this extent, a matter for State regulation. The holder of
these notes is an involuntary creditor, and has neither the means
nor the time to inquire into the solvency of the issuer. The
second and more important is, that our banking system is now
a very great and complicated machine which it will take many
years to readjust, and that we need, in our first steps, to be very
careful how we let the light of day in upon its dim recesses.

But, admitting that free trade is but a slow remedy for the
evils of our banking system, it is undoubtedly the only one, and
the remainder of this paper will be taken up in showing how it
may be best applied. Or, rather, it will first be pointed out what
changes in this system bankers have it in their power now to
make, in consequence of alterations in the law made years ago;
and then an attempt will be made to indicate what alterations in
the existing laws are yet required to secure more perfect freedom
of banking. Had space permitted I should have endeavored to
illustrate in some detail how slow all business changes are; but
probably the first class of suggestions, showing that so much might
have been done by bankers themselves which has not yet been
done, will serve to bring this fact clearly before my readers. ,

Upon the question of adopting limited liability as a means
of largely increasing thé ratio of capital to liabilities, of bringing
upon the direction the very best class of business men who are
unwilling to run the risks of “unlimited” banking, and of making
the transactions of bankers more cautious, because they would be
more dependent than at present for their credit upon the nature
of their transactions, little need be said, except that the process,
though slow, is likely to be sure. In proof, it may be pointed
out that the new banks which have been formed during the past
dozen years have all been upon this principle. The old and well-
established banks will, indeed, be unwilling to make any change
by which their capltals would be increased, but possibly their divi-
dends diminished. But in the case of bank amalgamations, and
as a consequence of those increases of capital which a growing
business requires, we may expect this limited principle to come
gradually into operation. The discredit thrown upon the system
by the failures of 1866—very unjustifiably, indeed, for the compa-
nies which then failed had so small an amount of their shares
paid up as to be practically unlimited—has already subsided, and
the banks formed since the panic, like those formed before it,
have been all on the limited principle.*
oo S b et e s g iy
capital 15 ap3 and of course the shareholders are lnble for an additional sum equal to-

the pmd-up
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. An increase of banking capital is no doubt most important,
but it is with the inadequate specie reserve of the banks that we
have chiefly to do; and here, as in the case just considered, of
the smallness qf the capital, very much can be done without
Government interference. Not, indeed, that the action of Govern-
ment in still further freeing banking from restraints now pressing
on it will not have a powerful reflex influence in pushing on these
reforms and removing the barriers erected by former legislation.
For it may be said with certainty that the inadequate specie re-
serve kept by the banks is as much the result of the monopoly
so long enjoyed by the Bank of England, and of the monopoly
of circulation still enjoyed by it, as is the small number of limited
banks the result of the long prohibition of such banks.

The first proposal is one so simple in itself that I have often
wondered it has not been adopted long since. I have myself
ventured repeatedly to advocate it, and lately it has been taken
up by such papers as the Economist and the Daily News. It is
that the banks should keep their own specie reserve instead of
leaving this for the Bank of England to do. As a most im-
portant step towards this it would be necessary for the London
banks to base their clearings, not upon their deposits at the Bank
of England, but upon a stock of bullion owned by themselves,
but of which the Bank might be the custodian just as it keeps the
other valuables of its customers.

The word “necessary ” has been used, and any one practically
acquainted with banking will know that its use can be fully justi-
fied. No banker can carry on business unless he belongs to the
Clearing-House, and if he is admitted to the Clearing-House his
brother bankers can easily arrange the details by which he can be
compelled to keep his proportion of the specie required to conduct
the clearings. In this way the weak or the selfish banker will be
compelled to share in the common fund, and to bear his propor-
tion of the loss of interest which keeping specie involves. Such a
control of the strong over the weak is required, for in the banking
system the discredit of one member may injure all the rest. And
nothing is more annoying to the cautious banker than to find that,
not merely will his reckless neighbor not keep an adequate re-
serve, but that he himself is compelled to increase his reserve
above what would be required, in anticipation of the catastrophe
which he knows to be inevitable.

The details of such a scheme would present no practical diffi-
culty. In New York for a number of years—until, indeed, the
calamitous suspension of specie payments consequent upon the
great war—the banks cleared against gold. In Edinburgh for many
years the clearing has had for its basis a limited amount of Ex-
chequer bills, and the bank which may have for a few days an
unfavorable exchange, is required to buy from some of the other
banks their excess of Exchequer bills. In London a sum not less
than £6,000,000 in gold would be required to conduct the clear-
ings, and the proportion which each bank should contribute could
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be readily arranged. So also could be the question of any fluctua-
tion from the normal standard owned by any particular bank. It
is probable that it would be found an exceptionally easy thing to
ammange for the London clearing, owing to the system by which
the banks all keep accounts with the Bank of England. The
banks would own directly a stock of bullion in the vaults of the
Bank of England, but not included by the bank in its accounts
unless such portion as it might itself own as one of the clearing
bankers; but they would also, no doubt, retain their drawing
accounts at the bank for the main purposes for which such ac-
counts were first required.

The effect of such an arrangement would then be to make the
London bankers’ balances in the Bank of England the representa-
tive simply of their spare cash. At present their balances repre-
sent two entirely distinct things. They represent the money needed
to meet the demands of other bankers on them. They represent
in addition such portions of the spare cash of the bankers as they
cannot employ at the moment, or may need at any time in the
shape of Bank of England notes for their customers. There seems
no reason why the Bank of England should not use the deposits
of the London bankers so far as they represent this spare cash of
the bankers, as part of its ordinary deposits; but there are, I think,
very strong reasons for thinking that it is a dangerous thing to
base the payment of the balances of the Clearing-House upon any-
thing but specie. The distinct separation, therefore, of these two
entirely different things would be a great gain to the mercantile
community, and it would set at rest the dispute as to the pro-
priety of the Bank of England using these deposits in discounting
or otherwise. )

Perhaps, however, the chief consequence of such a measure
would be that it would unite all the banks and render their action
prompt and unanimous in the case of a drain of gold. In such a
case, each bank would have to pursue the same policy as its
neighbors, or it would “go behind” in its clearing. A bank, for
example, which discounted more freely, and at cheaper rates than
others, would find its customers very quickly asking for increased
accommodation. The granting of such increased accommodation
would, however, result in its customers drawing against the ad-
vances made. The balances would be against the bank in the
clearing, and to preserve its stock of gold it would require to
raise its terms to that of the other banks. This joint action upon
each other, and upon the money market, would be very much
assisted if the Bank of England joined the clearing, as no doubt
it would. It would thus restore the main condition which the
Bank Act of 1844 assumed, but which no longer exists.

Such a measure in time of panic would place at the disposal
of the London bankers a sum of 46,000,000 in gold to use at
their discretion. The very knowledge that they owned this large
sum would very greatly steady their operations and prevent a
panic. If they found, as they probably would, that the transac-

8
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tions at the Clearing-House were less than usual during a pressure,
and the settlements smaller, it would be quite open to them to
transfer a portion of the £6,000,000 to their credit at the Bank
of England. It is even conceivable that by the act of the bankers
the whole sum might be given to the Bank, to enable it to tide
over some great emergency, and the exchanges could be carried
on as at present, by checks on the accounts of the several bankers
at the Bank of England.

If the bankers’ balances are thus reduced, the Bank of England
may be expected to keep less gold; but it is not likely that very
much less gold would be kept. For one thing, the Bank can now
calculate upon a certain amount of money at credit of the bankers.
to meet their clearings; and it is only against the fluctuating bal-
ances, the spare cash, that gold need be largely kept. But these
fluctuating balances will be as large or larger than ever.

In the remainder of this paper it will be necessary to consider
what are the chief changes needed in the existing laws in the
direction of free trade; ‘and it so happens that almost all of these
are connected with the much vexed question of the currency.
Many years ago it was said by Mr. Gladstone that there was no
subject upon which, in his experience as Chancellor of the Ex-
chequer, so many men were mad; and, as a rule, the very men-
tion of the question is regarded as something more than an annoy-
ance, and almost with a feeling of horror. Fortunately for the
purpose of this paper, which is chiefly a practical one, there are
only two propositions which it is necessary to consider.

1. That there is a marked difference between a circulation of
large notes and of small ones; and

2. That there are many advantages in leaving to the banks as
great a share of the circulation as possible.

1. Upon the first of these propositions something has already
been said. The holders of small noteg are really involuntary cred-
itors of the Bank. These notes pass from hand to hand in a
community with very much less scrutiny than do sovereigns, and
there is scarcely any country in which they are issued without
some check or restriction. But large notes are used in wholesale
transactions, and the parties who require them may be fully trusted
to protect their own interest. There is another point of differencé
between large and small notes. What may be called the “law”
of their circulation is not at all the same. - In other words, large
notes may be required for wholesale transactions at a time when
small notes are in very slight request, or vice versa. Unfortunately
there are no statistics available to show how the different denomi-
nations of notes fluctuate as compared with (1 notes; but the
returns of the circulation of bank-notes in Scotland are so given
that it is possible to compare by months the circulation of £1
notes with the fluctuation of all kinds of large notes taken to-
gether. Probably, if we had weekly returns of the circulation, the
results would be even more striking; but, taking the year 1872,
had the circulation of 1 notes as compared with large notes,
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varied in May as it did in April, the amount of the small notes
should have been (3,740,000, whereas it was only £3,415,000.
The circulation in May of £1 notes was thus £325,000 less than
it might have been expected to be. In July, on the other hand,
it was /222,000 more than might have been expected, the figures
being £ 3,238,000 instead of £ 3,460,000. In May, therefore, the
circulation was g'5 per cent. less, and in July 6'4 more than the
expectation. It is probable that a circulation of £1 notes and of
sovereigns would also vary, but in a less degree, and that these
notes would transact a greater amount of business. It has been
necessary to dwell for a moment upon these figures, as they illus-
trate one of the weaknesses of the Act of 1844, the supposition
that bank-notes should vary as would a circulation of gold; whilst
they also throw some light upon the next proposition, viz., that the
duty of conducting the circulation of a country should be as much
as possible left to the bankers.

2. To estimate the advantages of leaving the circulation of a
country as much as possible in the hands of its bankers, it is only
necessary to bear in mind that notes are chiefly used, in mercantile
transactions, in making payments in connection with transfers of
commodities. But the credit which the. banker attains by the issue
of notes he uses in making advances to traders, chiefly in discount-
ing bills, also based upon the transfer of commodities. There is
thus a very intimate connection between the circulation and the
advances, and any fluctuation in the one tells immediately upon
the other. The advantage is precisely of the same kind as would
be attained if by means of the Clearing-House the bankers were
able to act promptly in order to protect their specie reserve, and
no person has ever had experience of the details of banking busi-
ness who does not know that this prompt index to mischief ahead
is one of the main elements in avoiding the danger. To take
from the banks the power of issuing large notes would also make
a difference of 30,000,000 in the amount of capital available for
discounts. There are other advantages in banks being the issuers
themselves—such, for example, as the advantages of competing
circulations, and the prompt return of all notes issued ih excess.
There are thus good reasons for the teaching of all experience, that
the best and most successful issuers are bankers competing with
each other.

Making these two principles, then, our basis, there is one prac-
tical suggestion which will occur to every one. Why, for example,
should not the right to issue large notes be extended to all joint-
stock banks in the three kingdoms?—taking, of course, reasonable
precautions against fraud, such as arranging for their payment in
certain great centers of trade, as well as at the places of issue. In
practice, probably, the great London joint-stock banks would con-
tinue to use Bank of England notes as at present, especially if
the Bank did not commence to allow interest on deposits; but
throughout the country the privilege would be largely availed of.
Even in Ireland and Scotland it would do much to abate the evil
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of the close monopoly now enjoyed by some of the existing banks.
The main difference of opinion in such a proposal would probably
arise as to the meaning to be attached to the word “large” notes.
My own opinion is that /5 notes and upward should be consid-
ered large notes; certainly the line might safely be drawn at £10
and upward.*

But it is not possible at this point to refrain from asking the
question : Why should not one-pound notes be issued either directly
by the Government or through some semi-government institution
such as the Bank of England? To such a question, however
little people’s minds may have been prepared for it, there seems but
one reply : There is no reason whatever. The issue of one-pound
notes was discontinued because they were easily forged, and the
punishment of forgery in 1825 was death. But neither of these
reasons would now operate. The chief other argument which has
been urged is, that by not issuing one-pound notes a large amount
of gold would be kept in the country, and this would be available
in case of war. But in these days of extended trade there is really
no weight in sach an argument. Gold can be obtained to carry on
all military operations without trouble, and it may even be doubted
whether a well-regulated issue of one-pound notes, with a large
specie issue to secure the convertibility of the notes, would not
in any extreme case rather assist the Government. The danger of
Government interference with trade is not a question which need
cause much alarm. The action of Government can be so carefully
guarded as absolutely to prevent such interference, or there might
be such a limited power left with the First Lord of the Treasury
and the Chancellor of the Exchequer as would rather assist trade
than hinder it.

The advantages of a circulation of one-pound notes would be
very great. In the first place, they are exceedingly convenient;
they are lighter than sovereigns, and they can be transmitted by post.
Then it would be of very great service to know from time to time
how the circulation of the country varied. This is impossible
with sovereigns, but could be at once ascertained by the use of
paper money. Again, there would be an important saving in the
mterest of gold required in the coinage, and as an estimate I give
reasons a little further on for stating this annual saving at
A4750,000 a year. Not improbably, however, this large sum would
be considerably exceeded. Lastly, it would be open to consider
how far a portion of the gold necessarily kept in reserve to redeem
these small notes might be used—not, indeed, to prevent pressures,
the consequence of over-trading and over-credit, but to allay that
extreme panic which is, in part at least, a consequence of the arti-
ficial system of banking erected by the legislation of the past two
centuries.

* It would be a matter of some practical importance if g:isnz-nock banks were required to
furnish monthly returns of their business. The principle been recognized in the case of
insurance companies and railway companies, and even partially, in that of banks. Such retumns
would, Znfer alia, be of very dgreat value as furnishing an index to the state of trade in the
eountry. The Bank of England returns, it may be pointed out, are much too brief, and should

be made to resemble, more than they do now, those of the Bank of France. The latter, how-
ever, ruther err in being too minute,
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I am, of course, aware that a proposal that the State should
issue one-pound notes will lose me some of that consent which I
may hope the previous parts of this paper will have secured. I
may therefore be permitted to indicate one or two considerations
which seem to point in the same direction. In the first place, the
State is now a great banker, owing an enormous sum to the sav-
ings banks, and granting drafts to an enormous amount between
one place and another; but it is a banker which keeps no reserve
whatever. Again, the State, in issuing one-pound notes, would
differ from an ordinary banker in this respect, that it would be
entirely optional with the public whether it took their notes or not.
When banks issue notes, there is a distinct advantage given by
them to a paper circulation, but with the State issues no such
advantage would exist; and if its notes displaced gold, it would
simply be because they were more convenient. Lastly, I may
repeat the argument which runs through this paper, and ask, if
there is no nsk in the issue of one-pound notes, and if there be
advantages and profit in the issue, which, had it not been for legal
restraints, would long ere this have induced the circulation of
these notes, why should all the advantage and profit be thrown
away?*

MERCANTILE SHIPPING AND NATIONAL WEALTH.

One of the most important elements of the National wealth is
derived from our mercantile marine. Hence the advance or
decline of ship-building has always been watched by economists as
a sort of barometer of the material growth of commercial nations in
modern times. Notwithstanding the current reports to the contrary,
there is a little improvement in the relative position of the United
States in this respect. Still, we are far from having recovered the
losses which were inflicted on our shipping interests by the war,
by the adoption of steam vessels, and, above all, by the use of
iron instead of wooden ships. To show the extent of the revolu-
tion thus effected in the carrying trade of the United States, Mr.
Boutwell stated, in his report for 1871, that in 1860 the proportion
of our foreign trade that was done in American ships was nearly
71 per cent; in 1864 the proportion was 46 per cent.; in 1868,
44 per cent.; and in 1871, 38 per cent. In 1872z it had fallen
to about 28 per cent.; in 1873 to 24 per cent.; while in 1874 it
rose to 28 per cent. This proportion 1s still very low; but there
are a number of facts which seem to indicate an approaching im-
provement, which is due in part to the enterprise of our ship-
builders, the reduction of wages, and the economy of other ex-
penses in the construction of ships. As a further illustration of

* In a future number of the BANKER'S MAGAZINE we shall probably offer some remarks on
ive paper. Mr. Henderson has fallen into some errors which could scarcely be cor-
reaed m a foot-note. The want of space compels us to omit the concluding pages of the

zﬂn:le, which in some eclab relative to the changes advocated by the
agthor. They are well worth exnrmn.uon by those who take a special interest in the plan.
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this change we give from the New York Bullefin the subjoined
table, showing the number of vessels now owned by each country
at the close of last year, compared with the number registered under
each flag in 1870:

SEA-GOING SHIPPING, 1870 AND 1874.

e Ntumber——— To

1870. 1874. 1870. ° 1874.

American ..cceceeeennn.. 7,025 .. 6869 ... 2400607 .. 2,181,659
Asiatic .coceeieai oL, —_ 35 ... .. 13,527
Austrian ........... ... 852 .. 955 --. 317,780 .. 327,742
Belgian ... . ... ...... 2 .. 51 ... 26,148 .. 17,;28
British.................. 23,165 .. 20,538 ... 6,993,153 .. 5,383,763
Central American........ —_— .. 138 ... —_ .. 46,5
Danish ................. 1,415 .. 1,23 ... 183510 .. 1%3,480
Dutch ..o ceeeaaa...... 1,600 .. 1,41 ee- 444111 .. 385,301
French ................. 4968 .. 3,78 ... 891,828 .. g36.326
German.... .. . 4320 .. 3483 ... 1,046,044 .. 52,789
Greek .... . 1,860 .. 2063 ... 375680 .. 406,937
Italian ...... . 3398 .. 4343 --- 907,ggo .. 1,227,816
Norwegian .. . 3,052 .. 4.4 . 882 .. 1,349,138
Portuguese.... ... 368 .. 410 ... 87,018 .. 92,808
Russian.....ccccoceennn. 1,306 .. 1428 ... 346,176 .. 331,350
South American ......... _ .. 219 ... .. 2,761
Spanish................. 3036 .. 2674 ... 545,6% .. 509,767
Swedish................ 1,930 .. 1,905 ... 340,1 .. 361,363
Turkish and Egyptian.... — .. 277 ... _ .. 43,360
Various «cooceaeoiiaaa... 464 .. — ... 147,196 .. —_—

Total ............... 59,018 .. 56289 ... 16,042,498 .. 14,523,630

Two facts of importance are illustrated by this table. First,
there is a falling off in the aggregate of 3,629 vessels. The
decline is very unequally distributed. The chief sufferer is Great
Britain, which lost during the four years 2,627 vessels, while
America reports a falling off of only 156. Denmark, Holland,
France, Germany and Spain are all on the losing side, showing
that the activity of business has not been sufficient to find employ-
ment for the old fleets of mercantile vessels, and to keep the sup-
ply of new ships equal to the destruction of old ships by rough
weather and by the percentage of various casualties. '

Secondly, we have an illustration of the effect of the Isthmus
of Suez in developing the Mediterranean marine. When the pro-
ject of constructing the canal was first agitated, the objection was
raised by some persons that it would produce a revolution in the
commerce of Europe with the Orient, somewhat like that produced
by the discovery of the route to India by the Cape of Good
Hope. The prediction was that if the Egyptian Bosphorus were
to be opened it would restore the old routes of commerce. For
several years this prediction was not fulfilled, for the simple reason
that the Mediterranean ports had little or no shipping suitable for
the trade. Hence England, France, and other countries which
had abundance of shipping, retained the control of the trade. It
remains to be seen whether it will not gradually pass in part into
other hands. The new movement, if it should take place, will be
developed in all probability by extremely slow degrees. However
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this may be, the statistics before us show that Turkey, Egypt, Greece,
Portugal, and Italy are all increasing their shipping. The activ-
ity of the timber trade has also given an impetus to the shipping
of Norway. Of the total number of vessels in 1870, the United
States had 11-80 per cent., which increased in 1874 to 12°19 per
cent.; while Great Britain, from having 389z per cent. of the
total in 1870, fell off to 36:48 per cent. in 1874. The next nation
in importance is Norway, which held 7:93 per cent. in 1874. In
1870, it will be observed, Germany was in advance of both Nor-
way and Italy, holding the place next to the United States, which
it has now relinquished to Norway.

In tonnage, the United States has gained; the percentage in
1874 was 1502 of the whole, against 14°96 in 1870. Great
Brtain last year possessed 37:08 per cent., while in 1870 she had
43’59 per cent. The total, it will be seen, shows a falling off of
1,518,868 tons.

These facts illustrate the condition of the sailing vessels of the
various nations. \We next proceed to give the number and ton-
nage of the steamships:

SEA-GOING STEAMSHIPS, 1870 AND 1874.

~—Number—— Tonnage———
1870. 1874. 1870. 1874.

American ............... 507 .. 612 --- 513,792 .. 768,724
Asiatic ... .....lloll —_— .. - —_ .. 3,459
Austrian ... 74 .. 81 ... 44,312 .. 83,039
Belgian .. _.............. 14 .. 39 ... 10442 . 40,536
Batish...._............. 2426 .. 3002 ... 1,651,767 .. 3,015,773
Central American.... .... _ . 9 ... —_ .. ,332
Danish ... ... ooccoo.... 34 . 67 ... 12,085 .. 38,976
Dutch ... ............ 2 .. 107 ... 39405 .. 93,723
French...._............. 288 .. 315 ... 212976 .. 318,757
e eececeeeaan- lzg -- 220 ... 105,181 -. 268,828
Greek. .....eeeoiiniionns -- 9 --- gﬂg .- 5329
Italian ... _............. 8 .. 110 ... 36,35 .. 91,014
Norwegian - .....c.c.---. 26 .. 2 ... 7321 .. 51,103
Portuguese ......... PP 18 .. 23 ... 13,126 .. 18,452
Russian................. 62 .. 144 ... 28422 .. 111,072
South American ......... _8 -- 72 ... _87 .. 52,387
Spanish......_......... 14 .- 212 ... 72,845 .. 155,417
Swedish. .. __............ 83 .. 195 ... 18,633 .. 77,440
Turkish and Egyptian.... ~— .. 29 ... _ .. 27,530
Various coocenciieannnnn. 49 .. — ... 23,550 .. —_
Total .ooooeeo.. ... 4132 .. 5365 ... 2,793,452 .. 5,226,888

During the four years from 1870 to 1874 the aggregate num-
ber of steamers increased 1,233, and the aggregate tonnage to
2,433,456 tons, the most decided' progress being made by Great
Britam. The average size of American steamers is 1,254 tons;
Bitish, 1,005; French, 1,012; German, 1,222; Spanish, 733.

Great Bntain has now in her mercantile marine a tonnage of
8,399,536 tons, and the United States, 2,950,383 tons. The report of
our coasting vessels, and of our interior and lake traffic, is of
course excluded from the above list of the American sea-going ves-
seds. The statistics of these vessels would well repay examination.
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RAILROAD PROPERTY AND RAILROAD PROSPECTS.

Never, perhaps, in the history of American railroads has there
been a time when more interest has been exhibited abroad in
their position and prospects. The reasons of this are well known.
Foreign capital has invested itself in our railroads, and great
sums have thus been lost, so that a prejudice has been excited,
and a number of capitalists have lost money in American invest-
ments. It might seem as if these misfortunes would be prejudicial
to the future success of our railroad enterprises in attracting capi-
tal and awakening confidence. But this is not so, for two reasons:
first, all experience shows that foreigners have lost their money
because they chose the wrong sort of securities in which to invest;
had they used more caution and judgment they would have had
fewer losses. Secondly, they are beginning to appreciate the
truth, and capital is flowing from abroad into American railroad
bonds, and is likely to do so more rapidly in the early future
than for some years past. The recent failures in England and in
continental Europe are also helping this movement of foreign
capital, for the general disturbance of confidence in the financial
circles of the Old World is repelling capital from its former chan-
nels, and forcing it to seek new outlets for investment.

These, and other circumstances, have enhanced the desire at
home and abroad to learn more about our railroads; and there is
all the more interest in the investigation as we are passing through
a transition period in the history of our railroad legislation. The
Grangers, and their spasmodic attempts to correct acknowledged
evils by heroic treatment and perilous remedies, will soon cease to
do harm, and will leave behind them an influence for good.
Such, at least, is the belief of men who have watched events with
some care.

To this general and increasing anxiety at home and abroad to.
obtain authentic information about our railroads, we owe such
books as Vernon’s and Poor’s Railroad Manuals. The last named
work is before us. It contains the report of the progress of Amer-
ican railroads during the year 1874. From its elaborate statistics,
compiled from authentic sources, we find that the mileage added
to our railroad system during the year 1874 was 1,940 miles, while
during the five preceding years the average increase was more than
six thousand miles a year. This statement corresponds very nearly
with the report of the Railroad Gazette, whose statistics, published
last April, gave a total of 2,025 miles of railroad built in 1874, 422
miles of which were of three-feet gauge. The mileage constructed
in 1873 the Gaselte states at 3,883 miles, and that in 1872, when
the construction was the greatest ever reported in this country, 7,340-
miles. The whole network of railroad in this country Mr. Poor:
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reports at 72,623 miles, the cost of which he sets down at
$4,221,763,594. Of this sum the shares amount to $1,990,997,486,
and the funded and other debt to $2,230,766,108. The net earn-
ings of the year were $189,570,958. In other words, we have, to
represent our railroad network, a mass of securities amounting to
more than 4,200 millions, of which the bonds constitute over one-
half. Our railroad bonds thus reach a total about equal to that
of the national debt, which amounts to $2,270,932,088, exclusive
of $64,623,512 of United States currency bonds, issued for the
construction of the six Pacific railroads.

Viewed as an investment, then, our railroad system has been
built up at an expense of 4,200 millions of dollars. We will
next inquire as to the amount of its earnings. Mr. Poor shows
that our railroad system earned, as we have said, 189 millions
net. These earnings amount to nearly twice as much as the
annual interest on the public debt. In 1873 the railroad earnings
were 183 millions, so that there is an increase in 1874 of six mil-
lions in the sum to be divided among the owners. This increase
offers gratifying evidence of the vitality of our railroad organism,
and of the active traffic which has been going on notwithstanding
the notorious depression of business. It is an important fact, that
the passenger traffic shows a considerable increase, in spite of the
reduced fares. The freights, in consequence of the reduced tariffs,
which were due partly to the Grangers and partly to the competition
of the railroads, yielded ten millions less in 1874 than in 1873. The
total gross earnings show a decline of no more than $5,760,396.
On the other hand, there was a saving of ‘$11,714,315 in operating
expenses, owing to the decline of materials and labor, as well as
the use of more economy, honest management and care. The
following tables are compiled from those of Mr. Poor, and show
the chief financial facts, in which our bankers and investors will
be interested :

RAILROAD PROGRESS IN 1874.

Bonds and Cost
States. Miles. Capital. Debt. Total Cost. Mile.
New England.. 5,509 - $137,125,915 . $111,218,811 . $248,344,726 .$42,862
Middle........14,291 . 657,034,601 . 660,464,491 . 1,318,399,002 . 47,356
Western.. .. ...34,882 . 899,030,222 . 1,073,147,622 . 1,972,177,844 . 54.329
Southern ... .. 15,602 . 213,794,148 . 309,715,075 . 523,509,223 . 38,764
Pacific ........ 2,339 - 83,112,600 . 76,220,109 . 159,332,709 . §9,981
Aggregate. .. 72,623 -$1,990,997,486 $2,230,766,108 ~$4,221,763,594 :$6o,415
. Per ct. of
Ler ct. Earnin,
States. Total Receipls. Operating Expenses Net to Capr- Dividends
xpenses. 2o Earmings. tal and Paid.
Receipts. Debt.

ﬁgwl-:ngland. 532,064,774 . $33,351,591 . 66.6 . $16,7§g,183 .6.7. $8,511,971
1

iddle.. .. .. 186,498,438 . 116,300,466 . 62.3 . 70,188,972 . 5.3 . 37,600,154
Western .. .. 214,869,477 - 139,322,782 . 64.9 . 75,546,695 . 3-3 . 16,605,832
Southern.... 52,259,241 - 34,989,909 . 66.9 . 17,269,332 - 3 3 - 1,068,455
Pacific ...... 16,774,086 . 6,921,310 . 41.9. 0,852,776 . 6.1 . 3,256,130

Aggregate $520,466,016 _$330,895,058 . 63.6 .$189,570,058 . 4.5 -$67,042,942
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EXCHEQUER BILLS AND OUR WAR FINANCE.

To meet the exigences of our war finance, during 1861 and
1862, it was several times proposed to issue Exchequer bills, like
those which for two centunes have been so much used by the
Fublic Treasury of England. Not a few persons of great financial
experience were anxious that we should adopt this system. They
contend that it would have preserved the country from the ‘neces-
sity of issuing paper money. Whether this opinion be well founded
or not, it is certain that the system of Exchequer bills has proved
in England a valuable expedient for raising war loans suddenly,
and for carrying without inconvenience a temporary floating debt
at little cost for interest. Another advantage of the Excheg-
uer bills is, that they equalize the resources of the Treasury, and
enable it to make its disbursements promptly, without keeping a
large balance in the Treasury, as is requisite under our financial
system. Some years ago Mr. Robert Lowe, while Chancellor of
the Exchequer under the Gladstone Administration, made some
important changes in the Treasury. The result of these and other
circumstances has been that the issue of Exchequer bills has been
much curtailed. In 1860 the unfunded British debt, which con-
sisted chiefly of Exchequer bills, was 16 millions sterlmg It is ~
now little more than four millions. Whether, ai an early day, the
British Treasury will not be compelled to go back to the old sys-
tem, and to make a more free use of Exchequer bills, is a fact
which is warmly disputed. The total debt of Great Britain has
fluctuated as follows during the period referred to:

FUNDED AND UNFUNDED DEBT OF GREAT BRITAIN, 1860—1874.

Funded Unﬁndcd Cash balance in
Debt. Total Debt. Treasury.
785,962,000 16.228,300 {802 190,300 7.972,864
£ 5,119,603 . J‘:16,689,000 801,808, .. £ 2;;132
784,252,338 .. 16,517,900 .. 800,770,238 ..
783,306,739 .. 16495400 .. 799,802,139 .. 7,263-83
777:429,224 .. 13,136,000 .. 790,565,224 . 13525
775,768,295 .. 10,742,500 .. 786,510,795 .. 7,600,922
773,313,229 .. 18, 187.&0 - 7 1,500,029 .. 5851,314
769.541,033 - 7956, - 777497 - 151
741,190,3 .- g g;' - 749,101 . 1,346
740,418,032 .. 896,100 .. 749,314,132 .. 3,707.259
740,789,548 .. 6,761,500 .. 747,531,048 .. 8,606,647
731,309,237 .. 6,091,000 .. 737,400,237 o 1023435
73019861800' .- 5155100 .. 736,141,900 ‘.. 9,342,652
726,584,423 ° .. 4,829.100 .- 731,413,523 .. 11,992,705
723,514,005 . 4,479,600 .. 727,993,605 .. 7,442,854

In the foregoing table we show from the official reports how
the amount of the unfunded debt of Great Britain has diminished,
and how its diminution has compelled the Treasury to hold a
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larger cash balance than formerly. We also show the rapidity
with which the public debt of Great Britain is. being reduced.
During the last fourteen years its aggregate has fallen from 802
millions sterling to 728 millions, making a reduction of 74 millions
sterling, or $370,000,000, between the years 1860 and 1874.

The Government revenue 1 England in the fiscal year
1874, was £77,335,657, or $386,678,285. This is a greater amount
of revenue than is raised by any of the other European nations
except France, whose revenue in the fiscal year 1874, was
2,523,456,412 francs, or $504,691,291. In 1801 the total amount
of the annual taxes of Great Britain exceeded $200,000,000. In
1816 it had risen to upward of $415,000,000; from that period to
1830 it maintained an average of over $250,000,000, or somewhat
over $5,000,000 each week. At present the weekly revenue is about

7,000,000.

As late as the beginning of the 18th century, the deposits in
the British Exchequer were certified by. tallies, or sticks split and
notched in the manner in which bakers and their customers keep
their accounts of loaves delivered; these were the securities issued
by the British Exchequer until the present device of Exchequer bills
was introduced by Montague, Earl of Halifax, at the time of the
great financial difficulties attendant upon the recoinage, and the
overissues of the Bank of England to the Government in the first
years of its existence. From that time to the present the Exchequer
bills, then so useful, have been a prominent feature of the British
system of finance. It may be safely asserted, indeed, that this
system of Exchequer bills, as conducted between the Exchequer
and the Bank of England, is one of the main props of British
finance, without which its enormous burdens could not be bome,
nor the income maintained. The history of British finance is in-
teresting throughout; but the agency of Exchequer bills and notes
of the Bank of England, as employed from year to year in aid of
the Treasury, is what we wish chiefly to insist upon.

There is a great, and indeed unnecessary, complication in
Great Britain in the management and appropriation of the various
branches of income to the corresponding items of public expendi-
ture. This arises in part from ancient usages, and in part from
the necessity of complying with many acts of Parliament passed
at different periods, and not always consistent or harmonious in
their details. The following are, however, always prominent items
of payment: the interest of the national or funded debt; the in-
terest and principal of the unfunded debt; the annual expenditure
upon the civil list for the army, navy, and other expenses of yearly
occurrence. These together make a yearly outlay of $350,000,000
and upward. For a considerable proportion of -this sum, the
public Treasury issues its notes or Exchequer bills in anticipation
of the receipts of the revenue; and this, whether the income upon
which the advance is made be applicable to the permanent debt
or interest of the funded debt, or the unfunded debt, or to the
accruing expenses of every year, independent of interest or debt.
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It is the settled practice of the British Exchequer thus to antici-
pate the incoming taxes; that is, to borrow the amount, pay the
demands upon the Public Treasury as they accrue and are payable,
and return the borrowed funds out of the taxes as they come in.
Two important advantages arise from this process: a large sum of
floating debt is carried at a less rate of interest than that for which
it could be funded as a part of the permanent debt; and the
whole or a large proportion of the amount of the annual expen-
ditures is actually paid by the Government to the people before
they are called upon to pay their taxes.

But the mere circumstance of carrying the floating debt at a
lower rate of interest would not suffice to justify the plan. It is
a great advantage that the floating debt thus managed forms a
perfectly safe reservoir into which to pour any temporary or
.occasional surplus of income. When the income of the Treasury
overflows, all the surplus of revenue is at once applied to the pay-
ment of so much of the floating or unfunded debt. This surplus
would be applied to the payment of Exchequer bills, for which no
corresponding amount would be issued until the money was wanted.
The Exchequer carries in this way a large floating debt, which is
now much less, as we have said, than under the old Treasury
system; but it still fluctuates more or less according to the produc-
tiveness of the annual reveniie. This floating debt is secured
chiefly by Exchequer bills, which are paid off quarterly, semiannu-
ally, or annually; but so distributed as to be paid off gradually
in each quarter of the year. After a specified time a portion of
them are receivable in payment of taxes or customs. They are
issued in sums of 100, £500 and of (£1,000, and each bill bears
a fixed daily rate of interest, which the Government can increase
by proclamation, as is done when there is danger of their being
returned too rapidly to the Treasury for payment. Exchequer bills
have long and deservedly been a favorite security for temporary
investment. The experience of more than a century has taught
the people that they are faithfully managed; their credit has been
so carefully maintained that they are at all times salable. The
amount kept on the market is strictly gauged to the demand; if
at any time it is found to be so great as to weigh upon the demand
or check their ready sale, a portion is immediately withdrawn or
funded. The quantity of Exchequer bills in the hands of the
people is large enough to keep them before the public as at all
times an accessible security, and as safe as the nation itself. Thus
managed, Exchequer bills become an important and sure resource
for the Government in every emergency, for every sudden demand
upon the Treasury, whether ordinary or extraordinary.

There is always in a rich mercantile country like Great Britain
a large amount of funds applicable to payments, public and pri-
vate, of which the owners can dispose for a longer or shorter
time, but which they cannot permanently invest. Every one who
can spare 100 or 41000 for a week, or a month, or six months,
or a year, is glad to avail himself of the facility of an Exchequer
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bill. They are almost always at a premium, and the only risk
run is, that at the sale a less premium may be obtained than that
which was paid at the purchase. It should be noted that the
class of lenders to which Exchequer bills appeal are such as
would be less tempted by any other security. They would not
lend the money they thus invest upon mortgages, nor upon com-
mercial paper, nor upon public stocks, or private enterprises of
any description. Upon all these, apart from other risks, there is
greater hazard of fluctuation, which ‘might absorb much more than
all the profits of a short investment. The fluctuation of Exchequer
bills has so narrow a range that the most timid would never fear
the loss of, not only interest, but a part of the capital. The Brit-
ish Exchequer furnishes a security, based upon the faith of the
nation, under the careful management of the Bank of England,
exactly suited to this class of lenders. Nothing could be devised
better suited to their wants. The funds they have to spare are
promptly exchanged for Exchequer bills; and for every sum thus
loaned, the lender obtains interest for every day it is out of his
hands. There is, then, in Great Britain a fund of some $20,000,000
or more, at all times subject to the call of the Government
and of the Bank of England, upon this form of security. Even in
times of great commercial distress, Exchequer bills are in demand;
because, the greater the distrust in individuals, the more lively is the
general disposition to resort to public securities. It is very true, how-
ever, that the success of this whole device of Exchequer bills has
depended, from the beginning in 1696 down to the present day,
upon the Bank of England, which has long had the actual man-
agement of the public debt of Great Britain. The delicacy and
care necessary to regulate the issues of Exchequer bills could only
be appreciated by a great bank, or similar institution, placed in
intimate relations with the capital of a country, and closely united
to its financial and industrial life.

This system has enabled the Government of Great Britain not
only to meet all the regular demands upon the Exchequer with
complete promptitude, but to encounter the sudden emergencies of
war with ease and efficiency. It has not only met the extraor-
dinary expenditure of. the 18th century, but of the wars following
the French Revolution, continuing through a period of forty years,
and during that time immense sums were paid in the way of loans
and subsidies to other European Powers. By the aid of this
well-devised security, and the judicious management of the Bank
of England, the Government was never without available resources
on the most trying occasions; it was often saved from such finan-
cial movements as cannot but create alarm. The Exchequer bills
were always in circulation, and an extraordinary issue could be
managed with little disturbance of the money market. In the g7th
year of George IIL., an act was passed establishing a Board of
Loan Commissioners, who were to have charge of the business of
furnishing special relief out of public funds, or by help of public
credit. This act “authorized the issue of Exchequer bills, and the
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advance of money out of the Consolidated Fund, to a limited
amount, for the carrying on of public works and fisheries in the
United Kingdom, and in affording employment to the laboring
classes, under the then circumstances of the country.” Under this
and other provisions of law, vast sums, besides the ordinary taxa-
tion, were raised and applied to special purposes. Relief to Ire-
land, relief to the West Indies, as well as to those needing it at
home, was largely afforded, to the amount of scores of millions of
pounds sterling. Under the management of the Bank, a very
small advance in the rate of interest upon Exchequer bills sufficed
to call forth large sums; but this store of capital was carefully
husbanded by the Exchequer and the Bank; if drawn upon too
heavily, it might have been exhausted, or such a rise in the rate of
interest might have occurred as could not easily have been reduced.
“This large fund, formerly held at the disposal of the British Ex-
chequer, has no parallel in any country. It required consummate
management to sustain it, and a vast substratum of industrial and
commercial wealth to serve for its foundation. During the ex-
hausting financial efforts imposed by the Napoleonic wars, the
public debt of Great Britain would have proved a burden too
great to be endured but for this facility, and in more recent years
the annual income of that country could not, for many successive
years, be collected, without great oppression of the tax-payers, but
for this well-tried expedient ‘of Exchequer bills.

The main advantage in employing Exchequer bills does not,
however, arise from the ready access they give to a large amount
of funds, which no other security can so readily command, nor
from the fact that they can be always purchased by those who
wish to have them, and always sold by those who wish to real-
ize, nor because the fluctuations are confined to so narrow a
range as to cause no apprehensions among holders. The chief
advantage has been, that, as the collection of the British reve-
nue involves a payment into the public coffers of /1,400,000 ster-
ling weekly, or $7,000,000, the withdrawal of which, week after
week, would be sensibly, if not severely, felt in the channels of busi-
ness, the mischief is avoided by the use of Exchequer bills. They
enable the Government to borrow the entire sum required for the
current payments of the Treasury, and to disburse to the public
creditors the whole amount of the incoming revenue before its
regular receipt into the Exchequer. The Government, by this
means, avoids even the temporary withdrawal of the currency
employed in business; it draws the sums required for current pay-
ments from a vast mass of funds, which, for a time, would other-
wise remain unemployed; and disburses the notes of the Bank of
England thus obtained wherever the public money is payable.
;I'he expenditures come first; the payments into the Treasury fol-
ow.

Whatever complications and useless machinery may be connected
with this feature of British finance, we think that it surpasses, in
advantage to the Government and to the people, any other known
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system. The British Government thus avoids drawing currency
from the channels of business, and locking it up in the Exchequer;
it avoids checking the circulation of money; it avoids disturbing
the payments of trade; it takes up idle capital which would oth-
erwise not be employed; it diffuses this large sum throughout the
country, wherever the public payments carry it; it pays interest,
sometimes, on the current expenditures, as a measure of relief to
the public debtors, and of favor to public creditors, strengthening,
at the same time, that public credit on which the measure is
founded.

It must not be supposed that the large deposits of the public in
the Bank of England detract from this view. These deposits
consist to a large extent of credits given by the Bank to the
Exchequer, upon the credit of the bills. The Exchequer issues
the bills, which are either discounted directly by the Bank, or
sold by the latter, and the proceeds carried to the credit of the
Government, in its various departments of public expénditure. It
is not the money collected which figures, for the most part, as a
credit to the public, but the fund which is borrowed. The Bank
itself being a continual lender to the Government, by the purchase
of Exchequer bills, the public deposits are, in fact, only a credit
on the books of the Bank. :

As to the question, whether the system of Exchequer bills
might have been adopted in this country, and whether during the
war it would have accomplished the good which is claimed, there
has been much discussion. But we must remember that the sys-
tem was not wholly rejected. At the beginning of September,
1865, several months after the war had closed, the report of our
public debt comprised several items closely resembling the Excheq-
uer bills of Great Britain. We find on the schedule, for example,
the temporary loan, amounting to $107,148,713. Next we find
certificates of indebtedness, $85,093,000. These two forms of
floating debt corresponded very nearly to the Exchequer bills.
Moreover, there were outstanding legal-tender notes to the amount of
$684,138,949, of which the greenbacks amounted to $433,160,569;
the 5 per cent. legal tenders to $33,954,230; and the compound
interest legal tenders to $217,024,160. Besides these, we had out-
standing three-year seven-thirties to the amount of $830,000,000.
In presence of all these multifarious forms of floating debt, each
of which had some analogy to the Exchequer bills, which are
really nothing more than Treasury notes bearing interest, it can
scarcely be said that we did not try at least to imitate, in our
war finance, the English system of Exchequer bills. To this it
is replied, that our imitation was imperfect, for two reasons. First,
because we did not keep down the aggregate of our floating obli-
gations, and make them subservient to the process of funding our
war debt into long bonds. Secondly, because we made a large part
of our Treasury notes a legal tender, and thus introduced an ele-
ment of confusion and depreciation into our finances which was
fatal, and might have been by proper care avoided with ease.
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OUR FINANCIAL SITUATION.

THE CONSOLIDATION OF THE NATIONAL BANKS A PUBLIC
NECESSITY AND A PRIVATE GAIN—A BANK OF
THE UNITED STATES WANTED.

BY ROBERT MORRIS. NoO. 6.

Zo the Editor of the Banker's Magusine.

A brief recapitulation of that part of my former essays relating
to this branch of the weighty question which now agitates the
country, will not be out of place. The National Bank system has
utterly failed to provide a uniform currency. Never was an emp-
tier boast made than this, upon which its advocates still blindly
insist. The complaint against the old State banks currency was,
that it was subject to local discounts, insomuch that the merchant
in making a remittance, and the traveler in paying his fares, found
that they were perpetually taxed with brokerage. A bank bill of
fifty dollars, good in New York for its face, was taxed one or two
per cent. in New Orleans; and a bill of like denomination good
in New Orleans was taxed the same in New York. The traveler
did not know what his Pennsylvania money would be worth when
he reached St. Louis; nor what his St. Louis money would be
worth when he reached Boston. The National system superseded
this currency by another, founded on the public bonds, and worth
precisely the same sum in exchange in Boston as in St. Louis.
Here was a wuniform curvency—it cannot be denied. But one
material fact was left out of the case: What was (or is) the pos-
itive value of this uniform currency? How is that value to be
ascertained? We shall ascertain it by the same process and the same
test that the friends of the National system applied to the old State
currencies—that is, by comparison with go/Z. When the old currencies
were denounced as subject to discounts, the meaning was that they
were not equal to go/d. If they had been, there would have been
no brokerage to pay. In the following example, I place in jux-
taposition the price of $100o of gold in the two currencies, and -
show what the holder would lose at the end of a journey. 1 give
the old currency at the highest depreciation or tax in brokerage
that it ever suffered in a normal condition of the general finances—
say three per cent.:

100 in gold would then cost in State notes.................. $103
100 in gold would cost in National Bank notes (June, ’75) ... 117
Gain in favor of State currency..........cececeecceeccecen.. $14

9
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This example is not susceptible of distortion. It shows the
National Bank currency to be worth $14 less in the purchase of
$100 of gold than the superseded currency of the State Banks
was, in an ordinary state of the market. Now what is the ground
of felicitation in favor of the National Bank currency? It is this,
and nothing more: In the purchase of gold with that currency,
the price would be the same in all parts of the country—at New
York, St. Louis, Galveston, etc.; the purchaser might give $117 in
notes for $100 in gold. That is the uniformity. In buying the
same amount of gold with State currency, he might give $1o1 in
Cincinnati, $10z in St. Louis, $103 in Galveston—that is 7ot
uniformity. The Knoxes and the Careys and the Kelleys are wel-
come to all the comfort they can get out of this case. I grant
them the uniformity; but it is not uniformity of wvalue—it is uni-
Sormily of depreciation’

I now offer a comparative table running through ten years, in
which the brokerage rates are assumed at the maximum. Instead
of using the decimal plan of calculation, I employ the more pop-
ular method of stating what amount of the respective currencies
would be required to purchase $100 in gold.

~—Average price of gold—
In Stale notes assumed  Difference in favor of

" Vear. In National Bank Notes. at the kighest discount. old State currency.
1866  ...... 147 eee-.. 103 eeee.. $44
1867  ...... 139 ceeann 103 aeee- 36
1868  ...... 141 ... 103 ...... 38
1869  ...... 132 eeee.n 103 eeee.. 29
1870  ...... | § & A 103 ...... 14
1871 ... 112 ...... 103 ee.... 9
1872 ...... 1z ...... 103 R 9
1873 ...... 114 eee.. 103 ...-.. 11
1874  ...... 115 eeen. 103 ...... 12
1875 ...... 11§ eeeee. 103 ...... 12

During these ten years gold could have been bought at an
average of 214 per cent less in old State currency than in the
National Bank currency; and the cost of living would have been
so much less than it has been under the national system. By
what strange delusion the public mind has been made to accept
an obvious fiction for reality, and pay $2r on every hundred in
the cost of living, for the luxury, I leave for friends of the system
to explain.

Among the purposes which it was designed that the National
Bank system should answer, was that of contributing to the
support of the public credit—first, by investing their capital in the
bonds; second, by the aid which they would give to commerce
as a source of revenue; and third, contingently, by the assistance
which they might be able to give in the case of a great emergency
like that of war. This has been, de facto, the position occupied
by the banks of the country ever since the organization of the
Government. It was contended that the intimate relation between
the banks and the Government, by which public and private credit-
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are combined and both improved, would be more effectual under
a National law than under State laws. So far from this being the
case, the opposite condition seems much more likely to accrue
from the early, steady, and progressive march of liquidation upon
which the banks have entered. It might, indeed, be inferred a prion,
that over 2,000 different and rival institutions, administered by as
many different Boards of Directors, scattered over a vast territory,
whose means are absorbed by local interests, would be much less
able to exert a combined force for any national purpose, than a
smaller number of banks situated in a few cities like New York,
Philadelphia and Boston; or than a single bank of large capital
like the Bank of England, or France. Financial strength is not
a natural product of numerous and small rival interests; but of
solidly united interests in close and common alliance. Hence, the
National Bank system would be likely to afford the Government
a less prompt and efficient arm of help in the great emergency of
war, than if the same amount of capital were united in one insti-
tution. They could have no such capacity of combining many
small or moderate remainders in one sum; nor could they com-
mand those great capitals which are accumulated in a country by
the prolonged labors and enterprises of trade and manufactures.
Finally, it is apparent that the banks which are organized under the
National system are, for the greater part, no more than so many
private undertakings, formed mainly under the enticements of
double interest on the capital invested, through the loans based
on circulation, and the interest on the public bonds; and that
their administration, directed by the purely selfish motive of indi-
vidual profit, is inconsistent with the lofty spirit of those grand
enterprises and pursuits which constitute the true foundation of
national greatness.

The following table, collated from the official reports of the
Comptroller of the Currency, shows the number of banks which
have gone into liquidation, voluntarily or involuntary, since 1867,
and the per cent. of the capital thereof to the whole capital of
the system:

Capital  Number of banks Per cent. Number of banks

n in i x'n Recesvers Per cent,
millions. vol.Hg. and amount. vol. lig. hands & amount. insolvent.
.- 420 .. 14 .. $2,360,000 .. .56 .. 10 $l gg,ooo .. .45
. 421 .. 32 .. gl35,ooo .. L22 .. 14 . .54
. 426 . gg . ,817,710 .. 2.07 .. 15 .. 2,3 o, .55
43 .- -. 10,717,710 .. 2.49 .. 16 .. 2,5 .. .60
. 79 .. 12,417,710 .. 2.71 .. 16 _. ,580,ooo - gg
420 90 .. 14,458,210 .. 3.01 .. 21 .. 4,026 .
491 Soarr Ll 15,448,410 .. 314 .. 32 .. .. L.64
404 ..131 .. 21,058,410 .. 4.26 .. 35 .. 8,311,000 .. 1.68

The progressive increase of capital involved in these failures
indicates, not an accidental or superficial, but an inherent, funda-
mental cause, steadily operative and of bad augury for the future.
The system could hardly be said to have become fully organized
before 1866. Its adversities began almost immediately, and their
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advance has not been arrested for a single year. The total and
the percentage of capital is as follows:
24 banks with capital...... $4,230,000....1.01 per cent.

46 ¢ .-« 7,415,000....1.76 “
68 “ « . 11,147,710....2.62 “
82 “ “ 13,297,710....3.09
95 “ «“ 14,997,710....3.27 “
:;; [ € e ;8’283'3:2“"3'7 [
€ “ .. 3 ’4 ceecde “«

66 « “« .. 28,369,4“)“. s 94 [

The gross capital involved in 1874 was within a small fraction
of six per cent. of the entire capital of the National banks—a
proportion of wreck without parallel in the history of chartered
money corporations.

I need not follow this branch of my subject further than to
add that the resistance of the National banks, either in Congress"
or the State Legislatures, to every proposition preparatory to the
resumption of specie pgyments, has so identified them in the pub-
lic mind with the long continuance of the reign of irredeemable
paper money, that to name one is a suggestion of the other; and,
doubtless, to this source may be attributed the growing popular
distrust of the system. This exposition of its demerits does not
proceed from ‘any lack of desire to do it full justice, but from a
serious and deliberate judgment, after thorough investigation, that
it is not established on scientific grounds. . I do not believe that
it is necessary or expedient to subvert it; but it is my firm con-
viction that it is moving with rapid and accelerating pace to its
own destruction; and that if timely measures be not taken to arrest
this unfortunate course, it will involve the whole country in a
general and overwhelming convulsion. The only arrest of this
avalanche—the only possible, practicable and practical resort to
forestall this calamity, is, in my judgment, the consolidation in one
controlling institution, under a special National charter, of so
many of these rival banks as their owners might agree thus to
unite under one administration. Of the character of this new
institution, we have an example, the work of the master financial
genius of our country, Alexander Hamilton. While the different
state of affairs, and the different existing conditions and circum-
stances which now :surround us, would call for widely different
provisions in some respects, there is no doubt that the general
draft of his master hand would approximate closely the character
of institution required for the present time.

Our financial history, as shown in a former number of the Maga-
zine, covers a period of 84 years (from 1791 to 1875). Forty of
those years were under the regime of the two United States banks,
viz.: the first from 1791 to 1811; the second from 1816 to 1836.
The other part of the period, covering 44 years, was under the
regime of the local or State banks, and the Independent treasury.

The latter term of 44 years was signalized by three general
suspensions of specie payment, 1814, 1837, and 1857, and by a
partial suspension long continued in the Middle,- Southern and
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Western States, and also by the perpetual recurrence of panics,
periods of commercial distress, derangement of the currency, etc.

In the period of 4o years, under the two United States banks,
there was not a single suspension of specie payments, but a recovery
from an established suspension by the organization of each bank.
There were no panics, nor periods of distress, excepting such as
lapped over from the other period, and there was a sound, uni-
form, specie-paying currency.

Is not this period of 40 years the period from which we should
draw instruction ?

The principal considerations of most consequence with respect
to the organization of a new National bank, are #he amount of its
capital and the issue of ils circulating notes.

The amount of the capital is not left to our discretion, since
it may be a transferred capital already existing. The present sys-
“tem of the National banks may, for the sake of illustration, be
considered as one bank, of 500 million dollars capital. The
Comptroller of the Currency has more power over the system, and
-over commerce at large, than any bank President in the country,
now or heretofore. The Directors of this Washington Bank, which
may truly be called “a monster,” are a few or a greater number
of politicians in Congress, the Secretary of the Treasury, and the
chief clerks of the bureau. It would be a much wiser and more
trustworthy method for Congress to incorporate a bank of goo
million dollars capital, and to place it m the hands of our mer-
chants, who are a thousand times more fit, upright, and capable
of commercial management in every way than politicians. Such
a bank would be worthy of our country, of our great destiny, and
our commercial rank in the world. It would be no greater, rela-
tively, than 35 million dollars was in 1816. Its charter and its
establishment would fitly “ wnderskore” our vast system of credit,
which is the crying want of the country. Its issues of paper
money should have the public bonds as their security. It should be
<apable of advancing two-fifths of its capital to the Government. Hear
what Hamilton says on several of these, and other mooted points:

“Tt appears to be an essential ingredient in the structure of a
National bank, that it shall be under a private, not a public direc-
tion; under the guidance of individual interest, not of public policy,—
which would be supposed to be, and in certain emergencies, under
a feeble or too sanguine administration, would really be, liable to
being too much influenced by public necessity. The suspicion of
this would most probably be a canker that would continually cor-
rode the vitals of the credit of the bank, and would be most
likely to prove fatal in those situations in which the public good
would require that they should be most sound and vigorous.”

“The keen, steady, and, as it were, magnetic sense of their
own interests as proprietors, in the directors of a bank, pointing
invariably to its true pole, the prosperity of the institution, is the
only security that can always be relied upon for a careful and
prudent administration. It is, therefore, the only basis on which



134 BANKER’S MAGAZINE. [August,

an enlightened, unqualified, and permanent confidence can be ex-
pected to be erected and maintained.”

And apropos of the plan of a Government money which is so
warmly advocated in some quarters:

“The emitting of paper money by the authority of Government
is wisely prohibited to the individual States by the National Con-
stitution ; and the spirit of that prohibition ought not to be disre-
garded by the Government of the United States. Though paper
emissions, under a general authority, might have some advantages
not applicable, and be free from some disadvantages which are
applicable, to the like emissions by the States separately, yet they
are of a nature so liable to abuse, and, it may even be affirmed,
so certain of being abused, that the wisdom of the Government
will be shown in never trusting itself with the use of so seducing
and dangerous an expedient.”

With respect to the remaining point of limitation of the issues
of paper money, Ricardo says: “The quantity can never be too
great nor too little while it preserves the same value as the stand-
ard.” Redemption on demand, and that alone, is its effective lim-
itation. That it is effective is not a matter of opinion, but of dem-
onstration. In a normal condition of our commerce, when the foreign
exchanges are at par, any excess of a redeemable currency is im-
mediately arrested by the export of coin. And any excess of credit
is arrested in the same manner and by the same logical force.

That a proposition in Congress to charter a National Bank,
would rouse from their lair those unreasoning dogs who, having
once barked at an object, will never thereafter cease to bark at it,
. is to be expected. But, the mind that cannot lay aside old bigo-
tries and enmities, and judge from the point of scientific merit of
any plan of relief from the disorders under which the nation is
now crushed, must be as impervious to truth as it is to reason.

A single word with reference to the absurd proposition implied
by the question: “ Where will you find men fit to be trusted with
the immense power of a National Bank with 500 millions of capi-
tal?” Such a height of distrust as that which refuses to delegate
necessary powers to men, is a kind of idiocy which had better
retire behind the bars of an asylum than venture to take upon
itself any functions of social labor. It takes for granted that all
men “have their price,” according to a low proverb. I prefer to be
the victim of a delusion, and to believe that men may be upright
and honorable against all temptation to theft and villainy, rather
than cast so extreme a calumny on my fellow-citizens. The powers
of administration must be delegated, to the last need of society.
To withhold them through fear of their abuse is a very low phase
of incompetency. Hamilton says: “If the abuses of a beneficial
thing are to determine its condemnation, there is scarcely a source
of public prosperity which will not speedily be closed.”

I doubt not, some imaginations will be startled at the mere mag-
nitude of the proposition to establish a Bank of the United States
with a capital of five hundred million dollars. In fact, I propose
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nothing but to take these elements and powers which have failed
of their purpose—for everything fails so long as we have not specie

payments—I propose nothing but to arrange these on the principle
laid down by Hamilton, which has been justified by our experi-
ence, and which has no failure recorded against it. To those who
fear- that a Bank of the United States may be used -as a political
machine, I point to that political machine already existing, which
but a short time since defeated the Committee of Ways and Means
in the House of Representatives, when it proposed to levy on the
National banks a just and impartial revenue tax. To those who
are alarmed at the magnitude of such a bank, I answer, that this
is to reduce the magnitude of a bureau that governs, not the banks
only, but the trade, commerce,—in short, the whole material econ-
omy of the country. A parent institution at New York, with
branches in every State, all subject to the same rules of conduct,
and accountable according to the usages of commerce for daily
reports and proofs, we may assume, will constitute guarantees
against criminal abuse, quite as deserving of respect, to say the -
least, as the formality of an oath and the security of a penal bond.

Note By THE EpDIiTOrR.—It is of course to be distinctly under-
stood that in giving place to the opinions of contributors, we do
not necessarily adopt or indorse their sentiments. The position of
the BANKER'S MAGAZINE renders proper the presentation of diverse
views upon topics of public interest, particularly when such views
are advanced by men whose financial experience and ability entitle
them to respect. In the foregoing article there is much which we
cannot approve. It is not just, for example, to attribute to the
National banking system events resulting from the suspension of
specie payments, which took place before that system came into
existence. The premium on gold in the years subsequent to 1864
would have been no less, but more, had the currency of the country
been that of the old State banks instead of National Bank notes.
Neither do we consider it fair to impute to the National system
all blame for a proportion of liquidating or broken banks which
our contributor assumes to be excessive. The banks which have
failed have been wrecked, not because they were National banks,
but because they were badly managed banks. It was not com-
pliance with the requirements of the National Banking Act which
wrought disaster to them, but its evasion, and the greedy grasping
at large dividehds through unsafe risks. Without doubt the reputed
profits upon capital, and the obvious advantage and prestige of a
National bank, induced many unfit and inexperienced persons to
embark in a business which of all vocations demands experience,
prudence, and sagacity. That many such should have foundered
in the first financial storm, was inevitable. We do not pretend
to assert that the National banking system is free from defects.
But we believe that under similar circumstances the aggregate losses
to the country during the time referred to would have been greater
had the currency been that of the old miscellaneous State banks.
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THE BANK CLERKS' ASSOCIATION OF MISSOURI

The Fourth Annual Report of this Association is now published,
and shows a healthy condition, though not a vigorous growth.
Its membership is thus stated by the Corresponding Secretary:

Number of members at last report, 162; new members, 26=
188. Death, 1; dropped from rolls, 12; resigned, 3; expelled, 2
=18. Present membership, 170, of which 2 are honorary, and
168 active members.

The finances of the Association for the past year are shown
by the subjoined report of the Recording Secretary:

Assets May, 1874......0 .. .coooen. $1,899 30
Initiation fees - .................... $65 oo
Monthly dues.......... ... 1,052 00
Interest. ............ 169 33
Assessment No. 6........ 302 00
. 1,588 33
$3,487 63
Death payment................-... $ 500 00
Expense .....coeenaenniiiinnaan. T 7888
$578 88
Balance with Trustees.............. $ 101 00
Balance with Treasurer............. 2,807 75
2,908 75
——$3.487 63

The terms of membership provide that any person holding
position in any bank or banking house, clearing-house or United
States Assistant Treasurer’s office in the State of Missouri, shall
be eligible. The initiation fee is $2.50, the monthly dues of each
member fifty cents, payable quarterly in advance, and upon the
death or permanent disability of a member, an assessment of two
dollars is levied on each. Any person may become an honorary
member on the payment of ten dollars.

The workings of the Association are well shown by the Presi-
dent’s report, which we give in full.

) St. Louts, May 24th, 187s.
To the Members of the Bank Clerks' Association.

Your Board of Management, in submitting an account of its
stewardship, is gratified to be able to report a state of affairs which
it feels confident will be satisfactory to its constituents. We have
not made astonishing progress, but our steps have still been for-
ward; and (reiterating the sentiment of our last report) when an
Association peculiarly composed as ours is, does not retrograde in
either membership or funds, it is in a healthy and prosperous
condition.

The Corresponding Secretary’s report shows our present mem-
bership to be 168, an increase of six during the year. The losses
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through dropping from the rolls delinquents, have been large, but
$e accession of new members has more than counterbalanced
em.

In the Treasurer’s charge is now $2,807.75, a gain since our last
report of $1,009.45. As predicted a year ago, the interest received
has more than paid the current expenses of the Association. Sta-
tionery and prnting vouchers represent the bulk of our expendi-
tures, which amount altogether to $78.88. The interest received
was $169.33.

The Board of Trustees is still giving its earnest attention to
the proper investment of that famous $1ot which for several years
has constituted our ‘Permanent Fund”” We have an abiding
faith that they could with equal judgment manage the fund were
it a hundred times as large, and regret that the opportunity is not
afforded them to justify our belief in their abilities. We have
natyrally looked to the banks of the city to enlarge this fund, but
having utterly failed in one attempt to induce them to make the
Association a protégé of theirs we have desisted from further efforts.
The time may yet come when the St. Louis banks, emulating the
example set by those in New York, will astonish us by a tangible
expression of their good will. There is nothing small in a bank’s
liberality when once it concludes to be liberal.

It may be interesting-to members to know that in nearly
all the larger cities of the country, Bank Clerks’ Associations have
been organized; and that of the whole number, so far as can be
gathered from annual reports sent us, our own ranks third, being
surpassed in membership and funds by the Associations of New
York and Philadelphia only. It should be a point of pride with
us, St. Louis being the third city of the country, to maintain at
least an equivalent position for our own among the Bank Clerks’
Associations.

Article XXI of the Constitution debars any officer from receiv-
ing remuneration for his services. This prohibition has prevented
the Board from testifying in a proper manner its appreciation of
the services of the Corresponding Secretary. The proper perform-
ance of the duties of his office entails upon him an amount of
labor little suspected by those not immediately associated with
him in the conduct of the affairs of the Association. The present
incumbent has been zealous in his laborious position, influenced
simply by his interest in the Association, and - without the expec-
tation of any reward save the approval of his associates. This
slight tribute the Board cheerfully renders him, and by its unani-
mous recommendation the President suggests that the Constitution
be amended by striking out the Article named, so that in future
the laborer may be recognized as “ worthy of his hire.”

At a meeting of the Association held October 2d, a Committee
on Lectures was appointed. It was found to be too late in the
season to make any arrangements for last winter, and in consequence
the matter dropped. It may be thought advisable to renew the
authority then given, that due preparations may be made in time
for the ensuing season.
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During the year we have lost by death but one member, Mr.
H. G. Smith, of Palmyra. Mr. Smith was well known to many
of you during his residence in St. Louis, and the manner in which
the news of his death was received among his old associates was
a sincere tribute to the many merits of the man. Within a few
days after his death $500 was placed in the hands of his widow,
being the benefit accruing from his membership with us.

Some inquiries have been made by a Committee of the Board
as to the possibility of procuring a long lease upon eligible prop-
erty with a view of providing thereon permanent rooms for the
Association. What information they have obtained will be at the
disposal of the incoming Board. The inquiries were simply tenta-
tive, and the new Board will not find itself embarrassed thereby.
Considering the limited means at our disposal, and the objects to
which those funds are sacredly pledged, we trust that our succes-
sors will pursue a conservative policy and make haste slowly. A
child should not attempt a man’s work.

It is to be regretted that meetings of the Association are not
more largely attended. In more than one instance no business
could be transacted because a quorum was not present. It seems
to the Board that on the few occasions when they think it advis-
able to call a general meeting, interest in the Association should
prompt members to attend. If more success in this respect does
not meet our efforts, some other plan must be devised for ascer-
taining the wishes of a majority when it becomes necessary to
do so.

It is within the knowledge of many of us that four of the six
deaths in our Association since its organization have resulted from
consumption or its kindred diseases. This disproportion is not
peculiar to ourselves. The reports of the New York Association
show that thirty out of their fifty deaths were similarly caused.
Now, there is no reason to believe that consumptives naturally
drift into the banking business, but individual observation bears
out the conclusion we draw from these reports, that labor in banks
is productive of a tendency to consumption. In no other line of
business, we think, would so alarming a disproportion present itself.
These figures indicate the peculiar enemy of bank clerks so plainly
that the President feels justified in mentioning it. An abundance
of open air exercise, when released from the confinement of the
office, will provide the armor most likely to resist his assaults.

During the year the Association expelled two members who
had terminated in a dishonorable manner their connection with
their respective banks. Bank managers will notice that the Asso-
ciation is an ally of theirs in this regard, and tolerates no default-
ers or peculators.

The rooms of Bartholow, Lewis & Co., and the Continental
Bank, have been kindly placed at the disposition of the Asso-
ciation when needed. Our thanks are hereby tendered for the
courtesy, of which we have availed ourselves on several occasions.

Attention is directed to the reports of officers submitted here-
with, showing in detail the operations of the Association.
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And, in conclusion, the President for himself returns thanks to
all the members for confidence reposed in him, and to the members
of the Board for hearty co-operation.

CHAS. R. GOODIN, Aesident.

The officers for the ensuing year are the following:

President, Charles R. Goodin; Vice-President, Willlam C. Little;
Recording Secretary, F. W. Risque; Corresponding Secretary, B.
W. Darby; Treasurer, O. E. Owen.

Diarectors :—P. F. Keleher, T. F. Stoewener, Charles Kern, G.
Dachsel, W. W, Bell, C. S. Wamer, G. F. Baker, G. D’Oench,
J. R. Loker, C. S. Jones, H. B. Alexander, Q. J. Drake.

Trustees:—E. P. Curtis, T. J. Bartholow, Wm. Shields, R. H.
Dreyer, G. D. Barklage.

NATIONAL BANK CIRCULATION AND LEGAL-TENDER
NOTES.

THEIR ISSUE AND RETIREMENT UNDER THE ACTS OF JUNE
20, 1874, AND JANUARY 14, 1875.

LETTER OF THE COMPTROLLER OF THE CURRENCY.

OFFICE OF COMPTROLLER OF THE CURRENCY,
WASHINGTON, July 6, 1875.

Sir: I have received your letter of the 22d ult., requesting a statement of
the National Bank circulation issued and redeemed since the passage of the
Act of January 14, 1875. Section 3 of this Act authorizes the issue of circu-
lation to banks organized in any portion of the country, subject to the
restrictions of the National Bank Act, and also provides for the redemption of
80 per cent. of legal-tender notes upon all additional National Bank notes
issued subsequent to that date. Section 4 of the Act of June 20, 1874, pro-
vides for the deposit of legal-tender notes with the Treasurer for the purpose
of redeeming National Bank circulation, and the surrender of the bonds
deposited as security for such circulating notes. Since the passage of the
Act of January 14, 1875, sixty-three banks have been organized, with an
aggregate capital of $7,004,000, to which circulation has been issued amount-
ing to $2,061,250, and additional circulation amounting to $5,724,275 has been
issued to National banks organized previous to that date, making a total of
$7.785,525 of additional National Bank notes issued since the passage of that
Act; upon which amount 80 per cent. of the legal-tender notes ($6,228,420)
has been withdrawn from circulation and destroyed.

The total amount of National Bank circulation issued since the passage of
the Act of June 20, 1874, is $11,601,892, during which time $9,627, of
National Bank notes have been redeemed and §estroyed, leaving an actual
increase of circulation, since the passage of that Act, of $1,074,826. The
whole amount of legal-tender notes deposited with the Treasurer, for the pur-
pose of retiring National Bank circulation since the passage of that Act,
1s $25,523,057; deposits by banks in liquidation previous to that time
were 33,813,67? making a total of $29,336,732. Deducting the circulation
redeemed with legal-tender Wotes and destroyed, amounting to $9,627,066, there
remains on deposit with the Treasurer 6(ggly 1st), in legal-tender notes for the

purpose of retiring circulation, $19,709,666.

TREASURY DEPARTMENT, 2
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The following summary will answer, in tabular form, the inquiries con-
tained in your letter:

National Bank notes outstanding June 20, 1874. .cccuuueccennnn. $349,804,182
National Bank notes outstanding January 14, 1875....c..c...... 351,861,450
National Bank notes outstanding July 1, 1875................... 351,869,008
Circulation issued since Act June 20, 1874......cc.cuceeennaeo. 11,601,892
Circulation destroyed and retired...cee..oouiiincecniecnecnanns 9,627,066

Actual increase of circulation.......ccevuiiiiiiniiiininann.. 1,974,826
Legal-tender notes deposited with Treasurer U. S.
since June 20, 1874, for the purpose of retiring Na-

tional Bank circulation. ... .....cccoeceianeannns $25,523,057
Balance of deposits of banks in liquidation previous to
that date..c..coceeeeciceinnnnaececaceceencas 3,813,675
Making ..o iioiiii e P 29,336,732
Less circulation retired and destroyed............... . 9,227,026
Leaving, July 1, legal-tender notes deposited with Treasurer by
banks retiring their circulation...................... 19,709,666

Legal-tender notes withdrawn from circulation, being 8o per cent
upon $7,72?,525, additional circulation issued under Act of Jan-
L ET 200 TR B St 6,228,420

I also enclose herewith statements exhibiting, by States, the number of new
banks organized from January 14, 1875, to July 1, 1875, together with their cap-
ital, and amount of circulation issued; the amount of legal-tender notes deposited
monthly, for the same period, for the purpose of redeeming circulation; and
an additional table exﬁibiting by States the amount so deposited. I also
enclose a statement of the cash reserve of the National banks at the close of
business May 1, 1875, from which it will be seen that the National banks held
upon that day $45,353,335 of cash reserve in excess of the amount required
by law. Very respectfully,

JouN JAY KNoX, Comptroller.
To the Editor of the Cleveland Leader, Cleveland,Ohio.

BANKS ORGANIZED SINCE JANUARY 14, 1875, To DATE.

State, Number Circulation

of Banks. Capital. issued.
Maine cooevenn ceiiiiaieann. 5 eee. $525,000 ... $99,200
New Hampshire............ I . 100,000 ceen 45,000
Vermont .....cccveeiaann... 2 200,000 27,000
Massachusetts .............. 8 cee- 1,480,000 ceee 364,100
Connecticut ....cc.ceenoian.. 1 cos- 100,000 een- 31,500
New York...ooeoeaaioe 6 §50,000 275,400
New Jersey .ccoevvenann.... 4 400,000 119,000
Pennsylvania ............... 21 . 2,665,000  .... 765,850
Virginia........coeoaa.... 1 . 74,000 . aeee
Kentucky .......... 2 cee- 200,000 .... 31,500
Tennessee.. 1 ceee gg,ooo ceee * 36,000
ORiO.ceeeveianinnriannn.. 3 160,000 §9,700
Indiana .....cccvineincan... 2 ceee 150,000 ceee 58,500
IMlinois....comeeneeenaaaan. 2 ceee 100,000 ceen 54,000
Wisconsin....cooeeeeennn... 1 ceee 50,000 ae-e .
Minnesota.......cocuunaaann. I cen- 100,000 ceee 36,000
OWR .ce cocevanacacs tacane 2 cdae 400,000 caee 58,500
63 $7,004,000 $2,061,250
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LecaL TENDERs DEPOSITED FROM JUNE 20, 1874, TO JUNE 30, 1875.

Insolvent. Ligwidating. Act June 20. Total.
{nne 20 to Julyr.... $106857 .. $127,880 .. $870,600 .. $1,105,337
oy .ooo.eec...... 186,603 .. 257,400 .. 2,724,950 .. 3,169,043
i\ngnst .............. 56,025 .. 317600 .. 2,816,700 .. 3,190425
September........... weee .- 180,000 .. 973,400 .. 1,153,400
October ... ......... 192,042 .. 269,201 .. 526,900 .. 23
November........... 154,468 .. 42,500 .. 61,199 .. 258 1
December ........... 330,187 .. 131400 .. 261,200 .. 722.
January ... 145,219 .. 507,195 .. 1,126,395 .. Zosv
February ........... eee. .- 205,550 .. 2,987,550 .. 3, 3,100
March .............. §7,031 .. 334912 .. 2483505 .. 2875448
Aprl. ... eeee .. 276,838 .. 1,084,625 .. 2261.463
May................ 24000 .. 950 .. 1,337,350 .. 1,637,309
Jume . ..o o..... 288,300 422,15 - z,g 5,:13 .. 3099,8

$1,540,922  $3.442601  $20,539,534  $25,523,057

LeGAL TENDERS DEPOSITED SINCE JUNE 30, 1874, BY STATES.

Insolvent.  Liguidating Act Fune 20. Total,
Maine ............... . $41,200 . . $41,200
New Hampshire .. .... . z7,4oo . . 27,400
Vermont .... ......... .- . 60,500 . oaen - 60,500
Massachusetts ......-- .- 96,400 .  $395000 . 491,400
Rhode Island......... - 153,900 . 153,900
Connecticut .. vcu.e... 27,050 . 177,700 . 204,750
New York..o oo ... $118400 . 251,300 . 6,846,435 . 7,216,135
New Jersey.. ......... —eee - 2g . 297,000 . 320,080
Pennsylvania ......... .- - 248,407 . 246,700 . 495,107
Maryland..._......... . 166,600 . 66600
District of Columbia.. - 214,719 . . . 4,g
Virginia .............. 527,879 - 77,400 . 229,600 . 834,
West Virginia. . . 646,900 . 90,000 . 736, 900
South Carolina ceee - eeee - 573,580 573,580
Georgia ...... ceee . 169,000 . 146,000 . 315,000
Louisiana 271,062 . 261,000 . 383,000 . 915,062
Texas . . . 45,000 . 45,000
Kentucky .. P . ceee - 314,000 . 314,000
Tennessee . - . 148,001 . 15,259 . 63,260
Missouri . - . 2,813,350 . 2,813,350
Ohio . - .- . 146800 . 127,950 . 274,750
lm.iiana 62,187 . go - 1,114,200 37 ,582
Ilinois . ... 195,100 . 272 - 3378530 . 3. 40 1430
Michigan .- - 27,000 . 541,300 . 68,300
Wisconsin . 18 .ggg . 513,100 . 698,400
Towa.. . 178, . 784,100 .
Minnesota eee- . - 693,050 . g,oso
Kansas . . 78375 - 166,100 . 94,500 . .975
Nebraska. - ceen - - . 40,480 . 40,4
Colorado . . . - 26,500 . . . 26,500
Utah._... 73,200 . cee- . 196,880 . 270,000
Montana ........----. . - 27,000 . 27,000

$1,540,022 . $3.442,601 . $20,537,534 - $25,523,057

CASH RESERVE OF THE NATIONAL BANKS, MAY I, 1875.
States and
Territories. Cities.*  New York City. Total.

Cash reserve required.... $25,400,328 . $28,587,813 . $49,376,434 - $103,364,575
Cash reserve held ........ 43,335 51 . 42,617 . §7,764,653 143,717,910
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States and
Tervitories. Cities*  New YVork Cily. Total.
Legal-Tender Notes...... $34,414.616 . $25,483,540 . $23,979,103 - $83,877,259
Unite}iDStates Certificates 890, 86
of Deposits........... 790,000 . 11,975,000 . 25,890,000 . 38,655,000
LXS:PCCIC ................ --- L,217,258 . 1,497,788 . 6,683,326 . 9,398,372
ive l‘Per cent. Redemption
und ...l .... 11,013,077 - 3,661,078 . 1,212,224 . 16,787,279
* Albany, Baltimore, B , Cinci i, Chicago, Cleveland, Detroit, Louisville, Milwaukee,
New Orleans, Philadelphia, Pittsburgh, St Louis, and Washington.
RECAPITULATION.
Cashreserve held. ... cooeveececacncaacann. $148,717,910

Cash reserve required.........cc..ceeo.o... 103,364,575
Excess.ceeoeeeacennceana.--. $45,353,335

THE LAW -OF BILLS OF EXCHANGE—EFFECT OF
DELAY IN PRESENTING CHECKS.

SUPREME COURT OF ILLINOIS—APPEAL FROM FORD.

Montelius et al. v. John H. Charles.

Held—That all drafts must be presented to the drawee within a reasona-
‘ble time, and in case of non-payment notice must be promptly given to the
drawer to charge him. But what is a reasonable time must depend on the
circumstances of the case.

Banking houses that issue bills of exchange must be understood to do so
in accordance with the known custom of the country, that they will be put in
circulation for a limited period. The drawer is presumed to assume all risks
as to the solvency of the drawee for such reasonable time as the bill shall be
kept -in circulation.

Opinion of the Court by ScorT, J.

This action was upon an inland bill of exchange, in the name of a remote
assignee against the drawers. One important question is, whether the holders
had been guilty of such laches before presenting it to the drawer for payment
as would bar a recovery against the drawers. Defendants were engaged in the
banking business at Piper City, in this State. On the 8th day of September,
1873, on the ap?lication of James McBride, they drew their draft on the
Franklin Bank, of Chicago, &able at sight, to the order of John Shank, who
then resided in Canton, in Dakota.

It was, on the same day, deposited in the post-office, directed to the payee
at Canton, who received it, after some delay, attributable alone to the fault of
the mails. Havinipassed through the hands of several holders, it was pre-
sented on the 13th day of October, 1873, to the bank for payment, which
being refused, it was protested, and notice given through the post-office to the
drawers and the several indorsers. In the meantime the Franklin Bank, on
which the draft had been drawn, had failed, and gone into bankruptcy.

The law is settled by an unbroken line of decisions, that all drafts, whether
foreign or inland bills, must be presented to the drawee within a reasonable
time, and, in case of non-payment, notice must be given promptly to the
drawer to charge him.

But what is a reasonable time under all the circumstances, is sometimes a
most difficult question. The general doctrine in each case must depend on its
own peculiar facts, and be jufgCed accordingly.

In Strong ». King, 35 Ill., 9, it was declared to be a general rule, the
holder of a sight dra& must put it in circulation or present it for payment at
farthest on the next business day after its reception, if within the reach of the
person on whom it is drawn. In the case at bar the draft was put in circula-
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tion, and the point is made, the mere fact it was not presented for payment
antil after the lapse of thirty-five days is ger se such laches, on the part of the
holders, as would discharge the drawers.

In Muelman z. D’Equino, 2 H. Black, 565, Eyre, Ch. J., said: “Courts
have been very cautious in fixing any time for an inland bill, payable at a
certain period after sight, to be presented for acceptance; and it seems to me
more necessary to be ‘cautious with respect to foreign bills payable in that
manner. If, instead of drawing these foreign bills payable at usance in the
old way, merchants choose to draw them in this manner and make the time
commence when the holder pleases, I do not see how the courts can lay down
any precise rule on the subject. I think, indeed, the holder is bound to pre-
sent the bill in a reasonable time, in order that the period may commence
from which the payment is to take place. The question, what is a reasonable
time? must depend on the peculiar circumstances of the case, and must always
be for the jury to determine whether Zackes is imputable to the plaintiff.”

Buller, j.: “Due diligence is the only thing to be looked at, whether the
bill be a foreign or an inland one, and whether it be payable at sight, at so
ma.:z days after, or in any other manner. But here 1 must observe that I
think a rule may thus far be laid down with regard to all bills at sight, or at
a certain time after sight, namely: that they ought to be put in circulation.
If they are circulated, the parties are known to the world, and their credit is
looked to; and, if a bill drawn at three days sight were kept out in that way
for a year, I cannot say there would be /ackes. But if, instead of putting it
in circulation, the holder were to lock it up for any length of time, I should
say he was guilty of Jackes.”

Bills, both inland and foreign, having the quality of negotiability, are
intended in some degree to be used as a part of the circulation of the country,
and are indispensable in the conduct of extended commercial transactions.
They afford a safe and convenient mode of making payments of indebtedness
between different points. Banking houses that for a consideration issue such
bills, must be understood to do so in accordance with the known custom of
the country, that they will be put in circulation for a limited period. If this
were not so, their value would be greatly depreciated, and their activity in
commercial transactions would be destroyed. ere it understood the purchaser
of such a bill was bound to make all possible dispatch to present it to the
drawee, or lose his recourse on the drawer, no prudent man would feel safe in
taking one. He may know the drawer from whom he purchases the bill and
be willing to rely on his responsibility, but in many instances he has and can
have no ﬁ.nowl ge of the drawer’s correspondent, the drawee. Commercial
usage has therefore placed the responsibility upon the drawer, and he is pre-
sumed, in consideration of the gremium paid, to assume all risks as to the
solvency of the drawee for such reasonable time as the bill shall be kept in
circulation. There can be no doubt if the holder locks it up and keeps it out
of circulation, he assumes all risks, and in case the bill is dishonored, his
dackes in that regard would bar a recovery against the drawer. Such bills are
not issued with a view to be held as a permanent security, with a continuing
liability on the drawer. Illustrative of the law of this branch of the case is
Shute ». Robbins, 3 C. & P., 8o.

The difficulty is to determine for what length of time such a bill may be
kept in circulation consistently with a continuing liability on the drawer. The
rule ad:ﬁted, as we have seen, is, it must be presented in a reasonable time
under the circumstances. But courts not unfre?uently experience great
perplexity in making a distinction between a reasonable time for the presenta-
tion of such paper, and Jackes on the part of the holder. Every case differs
so essentially in its facts, it has given rise to many apparently contradictory
decisions; but through all of them are noticeable the el?orts of the courts to
ascertain whether the bill was kept in circulation for only a reasonable period,
in the regular course of business. When that fact is once established, the
Hability of the drawer is regarded as continuing. It will be found the deci-
ﬁrons iffer only in what the various courts deemed reasonable in each particu-

case.

In Robinson z. Ames, 20 Johns, 147, the bill declared on was drawn on the
6th of March, but not presented for payment to the drawees until the 20th of
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May. In the meantime the drawees had failed, but in a well-reasoned opinion,
the Court came to the conclusion there was no such /ackes as would discharge
the drawer.

In Weldon ». Wheeler, 20 Tex., 698, the bill in suit was put in circulation
and indorsed to defendants without having been presented for acceptance
before it came to the hands of the plaintiff;—a little more than a month
elapsed before he presented it for payment, and that was declared to be
according to usage.

In Nichols 7. Blackmore, 27 Tex., 586, the Court was of opinion a delay of
forty-seven or forty-eight days.was not such Jackes as would forfeit the right
zia the holder to recourse against the drawer in default of payment by the.

wees.

Many other cases of the same import might be cited, but these are suffi-
cient for our present purpose. They establish beyond doubt the fact, there is
no fixed period in which the bill must be presented for payment, but that each
case must be decided on its own peculiar facts in the light of commercial
usage.

n the case at bar the bill was immediately put in circulation. It was
mailed to the payee, on the day it bore date, to his proper address in Dakota.
Some delay occurred, attributable to interruption in the transmission of the
mails. But this fact could not be imputed to the payee as /ackes. On the
receipt the payee immediately undertook and availcr of the first opportunity
to negotiate the bill. It was kept in circulation and no delay was suffered
other than that incident to the transaction of business in a sparsely populated
territory like Dakota. The facts and circumstances proven show no /ackes on
the part of any holder that would operate to discharge the drawers.

d from the presumption that will be indulged, the drawers must have
known that the bill was liable to be put in circulation for a limited period.
The evidence, though conflicting, warranted the Court in finding the draft was
sold with the knowledge it was to be sent to the payee in Dakota. That
being so, on every principle of justice, waiving all considerations of commercial
usage, defendants ought to be held to have taken upon themselves the risk of
the failure of the drawee for such reasonable time as it would take the bill
to go there and be returned in the usual course of business, all things con-
sidered, and to be presented to the drawee at Chicago. We entertain no
doubt their obligation is to this extent. It would be absurd to suppose it was
within the contemplation of the drawer that the bill was to be sent directly to
the drawees at Chicago for payment. The law imposed no such duty upon the
party procuring it. e could rightfully send it to his creditor and be guiliy
of no /lackes.

Our statute has made the record, or a certified copy of the notary public,

ima jacie evidence of the facts therein stated, viz.: of demand of payment
and refusal by the drawee, and notice of dishonor to the drawer of “any bill
of exchange, promissory note, or other written instrument,” by him protested.

This is an inland bill, and whether the notarial protest will be received as
{n’m Jfacie evidence of demand of payment on the drawee and notice of dis-

onor to the drawer, must depend on the construction that shall be given to
the statute. At common law, in cases of inland bills of exchange, the notarial
protest was not competent evidence of such facts. Kaskaskia Bridge Company
2. Shannon, 1 Gilm., 15. But our view is, the statute has changed the com-
mon law in this particular. By the 1oth section it is provided every notary

ublic, whenever any bill of exchange, promissory note, or other written
mnstrument, shall be by him protested for non-acceptance or non-payment, he
shall give notice thereof in writing, to the maker and every indorser, and by
the 13th section his record of the protest, which he is required to keep, is
made prima facie evidence of the. facts therein stated. Session Laws 1872,

P %onstmction cannot make this section of the statute plainer than it is. It
must include within its provisions all bills of exchange, whether domestic or
foreign, and was no doubt enacted by the Legislature to obviate the difficulties
and inconveniences to which the collection of inland bills was subjected at
common law under the decisions of the courts. Statutes similar to our own
have been enacted in other States, and this construction has been given to-
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them in their courts of last resort. Kean v. Von Pheel ¢f a/., 7 Minn., 426;
Rushmore ». Moore, 36 N. H., 188; Simpson v. White, 40 N. H., 540.

There has been no case decided in this court construing the statute we are
considering in this particular. The cases cited are simply declarations of the
common law as to the effect of the protest of inland bills. The case of the
Kaskaskia Bridge Company v. Shannon was decided before the act of 1845,
which is the same in substance as the present statute on this subject, was in
force. The cases of Boyd v. B , 17 Ill., 69, and McAllister v. Smith, #.,
328, were in relation to protests of bills of exchange in other States, and the
provisions of the statute in this particular were not called in question nor in
any manner involved in the decision.

It will- be seen the Court did not assume to construe this clause of the
statute.

The record of the notary who made the protest was properly certified. By
the statute it was made competent evidence of the facts therein stated, liable,
however, to be rebutted by other competent evidence, and there was therefore
no error in the Court admitting it.

No error appearing in the record, the judgment will be affirmed.

Judgment affirmed.

THE VESTED RIGHTS OF A NATIONAL BANK.

CAN A STATE BANK TRANSFER ITS RIGHT OF ACTION ?—In the months of
August, 1863, and January, 1864, the Atlantic Bank of Boston (then a State bank)
intrusted to its President, Nathaniel Harris, about $1,600, to be paid to an
agent of the bank in St. Louis for services rendered. The President did not
pay the agent, who subsequently sued the bank and recovered. Meanwhile
the bank (in December, 1864) had become a National bank, and afterward
sued Harris to recover the money. The decision of the Massachusetts Court
on the case is thus reported by the Boston Advertiser :

Two objections were taken to the plaintifi’s recovery: First, that the claim
was a chose in action of the State bank, and by the change from a State to a
National bank this cause of action did not vest in the National bank and
enable it to brins an action thereon in its own name; and second, that the
action was barred by the statute of limitations. The Superior Court ruled that
the action could be maintained; that the action was not barred by the statute
of limitations; but that the plaintiff was not entitled to recover interest except
from the date of the writ. Pl’he defendant alleged exceptions. and the plaintiff
also alleged exceptions as to the question of interest. The Supreme Court has
now overruled defendant’s exceptions and sustained the plaintiff’s exceptions as
to interest, the case to stand fgr hearing on the single question of the compu-
tation of interest. The rescript is as follows:

1. The right of action passed to the plaintiff on the completion of its
organization as a National bank, and under the statute of 1870, chapter 217,
it can maintain an action thereon in its own name. 2. There was evidence
upon which the presiding judge was warranted in finding that there was a
fraudulent concealment of the cause of action by the defendant, and the action
was brought within six years from the discovery. 3. The money was obtained
by the defendant wrongi{ully, and wrongfully detained. It was not due him,
and he had no right to hold it. Interest should therefore be allowed the
plaintiff from the time the money was received by the defendant.

10
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THE BANKERS' CONVENTION.

Pursuant to the call, as published, some three hundred Bank officers and
Bankers from the various States met at Saratoga, New York, on Tuesday, July
20th. The Convention was held in the Town Hall, the delegates appearing
promgtly at the hour designated, and wearing badges greviousl distributed.

The meeting was called to order about 11 o’clock by Mr. f' D. Scully, of
Pittsburgh, who nominated Mr. C. E. Upton, of Rochester, as temporary
Chairman. On motion thereafter, it was resolved that a committee of nine on
permanent orginization be appointed. The following gentlemen were accor-
dingly chosen: E. C. Breck, of St. Louis; A. P. Palmer, Albany; R. B.
Conant, Boston; Morton McMichael, Jr., Philadelphia; George W. Perkins,
New York; J. D. Hayes, Detroit; J. L. Leonard, Dallas, Texas; George A.
Ives, Chicago; J. W. Lockwood, Richmond, Virginia.

Mr. Cadder, of Philadelphia, then moved that Governor Bigler, the Finan-
cial Agent of the Centennial, should be invited to address the meeting on
the 21st, but after two proposals of the question, the motion was lost, a very
large majority voting against it, on the ground that such business was not per-
tinent at the moment.
© The Committee on Organization reported the following names for perma-
nent officers: Chairman, Charles B. Hall, of Boston; Secretary, James T.
Howenstein, of St. Louis; Treasurer, A. W. Sherman, of New York City.
The committee likewise recommended that the Vice-Presidents be one from each
State and Territory represented in the Convention, to be named by the
respective delegates at the opening of the second day’s session.

On taking the chair, Mr. Hall made a short speech, thanking the Conven-
tion for the honor conferred on him. He accepted the presidency strictly
under the call prepared by the committee, noting particularly that section
which stated that no political or sectional topic should be introduced into the
deliberations. In the course of his remarks, Mr. Hall said:

“We have some annoyances, and perhaps grievances, that we might talk
about if it were proper here, and, if you wilY allow me, I will allude to one
or two of them, not with the view of presenting them for discussion by the
Convention. One annoyance, not only to the ganks, but to the entire busi-
ness community, is the two-cent stamp. There is not a gentleman, in my
opinion, who draws a check, or pays one, but would rather be assessed one
hundred times what it costs him for the year than be annoyed with this
nuisance of a two-cent stamp, and the whole income to the Government from
it is only about a million or from a million to a million and a-half a year.
Another grievance of the banks is the War Tax that is upon them. We are
laboring under the old War Tax. Ew.;Thing else was struck off at the time
that war taxation generally was removed except this war tax upon the banks.
I suppose the reason was, as I stated to a committee in Washington some
years ago, that the banks were so modest that they did not even ask, at that
time, to have it removed. But I think it is about time for that modesty to
pass away. I do not know, gentlemen, why the banks of this country should
pay a tax of one-half per cent. on deposits and on capital. The deposits, as
you know, are merely checks in the main, deposited business men makin
their collections all throth the country. The ban{s take the risk an
responsibility of their collection, and sometimes furnish the depositor the
money while the checks are on the way for collection, and then pay the Gov-
ernment, for the privilege of doing it, between three and a-half anc{ four mill-
ions a year. I don’t think we are called upon to do that in fairness to the
Government. - . ) .

“Then there is the tax of one-half per cent. upon capital—capital that is
locally taxed in every State and Territory to its fullest extent. In our State
it is taxed for all that it will bring in the market. In New York it is taxed,
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I am told, three per cent. on the par value of the stock. It is perfectly enor-
mous, and the banks, in my opinion, ought, at the next session of Congress,
through their National Executive Committee which they now have, or in some
other way, to ask that the act be amended in this respect.”

The speaker then turned to the question of specie resumption, saying we
all want to get back to it because it is what we seem to need; but he was
not one of those who thought that the prosperity of the country depended on
its immediate renewal. England had shown that a nation could go on for
twenty-seven years prosperously without resuming specie payment after a
great war. The question settled itself there, as it will undougtedly here, in a
very natural way. He commended the present system of banking institutions
throughout the country, and the act under which they exist, and which will
only need occasional amendments in the future to meet exigencies. Mr. Hall’s
remarks were warmly applauded.

Mr. Upton, of Rochester, said:

“In order to get this Convention into working order, I would suggest that
there are some questions before us that are of vital importance to the bankin,
interests of the countK. One of the most important is taxation. The loeﬁ
taxation of banks in the State of New York has been so outrageous, that the
law was what “lyou might deliberately call nefarious. In certain parts of the
State, they would tax capital at fifty cents on the dollar; at another place, twen-
ty-five cents; at another, ninety cents ; at another, eighty cents; at another, par;
at another, par and surplus; and in that way it was perfectly impossible to do
anything according to law, and it was left in great measure to the discretion
of the assessors. In the City of Rochester, where I reside, two of the largest
banks went out of existence because they could not pay the local tax, and the
tax by the Government, and make a living. They went out of existence, and
they were two Iarﬁ:a and lonf-established banks. There are other important
3uestions. Take the Usury Law of the State of New York to-day. It is a

ead letter practlically, except to help some miserable rascal to swindle an
honest man. A man who wishes to borrow and is willing to pay a good per-
centage, cannot find a man who is desirous of lending and willing to receive
that percentage, for the reason that the law steps in and says it shall not be
paid; and so he has to attain his object by paying a commission and allowing
somebody else to reap the benefit. Legitimate trade is crippled, and capitalists
put their money into bonds and places where it cannot be reached by this
taxation.”

On motion of Mr. Buell, of New York, a Committee on Resolutions was
appointed by the Chair, the following gentlemen being selected:

James Buell, of New York; D. J. Noyes, of Hanover, Mass.; Luther Bod-
man, of Northampton, Mass.; John Hurst, of Baltimore, Md.; L. J. Gage, of
Chi s Jo W, kwood, of Richmond, Va.; Daniel L. Printup, of Rome,
Ga.; E Ta‘{lor, of Boston; James g Tarleton, of New Orleans, {A.; C. H.
Chapin, of Rochester, N.Y.; John D. Scully, of Pittsburgh; Logan H. Roots,
of Little Rock, Arkansas.

Mr. Thomas F. McGrew, of Springfield, Ohio, then offered the following
resolution, which was referred to the committee for consideration:

Resokved, That it is the opinion of this Convention that an act to provide
for the resumption of specie payments, approved January 14, 1875, ought
to be amended so as to provide for the gradual contraction of all the legal
tender circulation, and the time of resumption extended to the ist of January,
1885, to afford time for the business of the country to adjust itself to the
change without a sudden fall of prices.

It was moved that all resolutions be referred to the Committee on Resolu-
tions without debate. A number of resolutions on the subjects of Specie Pay.
ments, Usury Laws, and the Redemption of Bills, were referred to the Com-
mittee on Resolutions accordingly.

The Convention adjourned till 10 o’clock Wednesday morning.t

WEDNESDAY, July 21.—The Convention was called to order by President Hall,
who, in pursuance of yesterday’s resolution, requested the delegates to select
Vice-Presidents from each State and Territory represented. The names reported
and approved were as follows: W. H. Foster, Salem, Mass.; L. W. Ballou,
Woonsocket, R. I.; J. L. Leonard, Dallas, Texas; E. P. Kimball, Portsmouth,



148 BANKER’S MAGAZINE. (August,

N. H.; C. E. Prentiss, Washington, D. C.; J. Thomas Smith, Baltimore,
Md.; R.J. Baldwin, Minneapolis, Minn.; J. D. Scully, Pittsburgh, Penn.;
C. H. Hawkins, Americus, Ga.; S. L. Withey, Grand ia})ids, Mich.; Thos.
F. McGrew, Springfield, Ohio; R. L. McElhany, Springfield, Mo.; Logan C.
Murray, Louisville, Ky.; Josiah Morris, Montgomery, Ala.; W. A. Ridgely,.
Springfield, Ill.; Charles itehead, Trenton, N. J.; ? A. W. Davis, Indiana;

olis, Ind.; C. E. Houghton, North Bennington, Vt.; Logan H. Roots, Little
Rock, Ark.; George F. Baker, New York; R. H. McDaniel, San Francisco,
Cal.; J. W. H. Watson, Newport, Del., T. W. C. Moore, Jacksonville, Fla.;

ames J. Tarlton, New Orleans, La.; Ezra Millard, Omaha, Neb.; C. W.

racker, Marshalltown, Iowa; N. B. Van Slyke, Madison, Wis.; William A.
Winship, Portland, Me.; G. A. Scoville, Fort Scott, Kan.; W. L. Gilbert,
Winsg ,CConn.; J. W. Lockwood, Richmond, Va.; H. G. Loper, Charles-
ton, S. C.

The first reglar business of the morning was then reached, and Mr. Buell,
of New York, Chairman of the Committee on Resolutions, reported the follow-
ing resolutions:

Resolved, That in the opinion of the Convention it should be the effort of
every good citizen to hasten the day when every promise of our Government
to pay a dollar shall be honestly redeemed in coin.

Resolved, That, ten years after the close of the war, the time has arrived when
the esrecially burdensome war tax imposed on banks should be greatly reduced or
_entirely abolished, as now, in some localities, the national tax, added to the
local taxes, gates over seven per cent. on working capital.

Resokved, at it is the sense of this Convention that Congress should
authorize the Treasurer of the United States to furnish coupon bonds im
exchange for registered bonds of like tenor and date, on application of the
legal owner.

Resotved, That the two-cent stamp tax on checks and vouchers bears so
vexatiously upon the commercial Jm lic, and that the benefit is so inconsider-
able, that it ought to be abolished.

Your Committee, having considered the question of a permanent organiza-
tion, beg to express it as their opinion that such a permanent organization
can be made conducive to the interests of the banking system; we therefore
recommend, when this Convention adjourns, it adjourn to meet in the City of
, in the summer of 1876, at the call of the committee of nine to be
appointed by the Chair. We further recommend that the committee so
appointed shall be char, with the duty of designating time and place of
such meeting, and of drafting forms for a permanent organization, to be sub-
mitted at such adjourned meeting, and that the committee be authorized and
re%uested to invite speakers to address our meeting on designated subjects,
and to take such further action as will tend to make the association permanent
and effective.

The resolutions were adopted.

Mr. Buell, by special request, reviewed the financial condition of the country
briefly. His views on the question of specie resumption were similar to those
of President Hall.

On motion of Mr. Hayes, of Detroit, the method of permanent organization
was then taken up. Here a long debate ensued on the assessment of members
to pay the expenses of this Convention, the final resolve being that each mem-
ber s{ould be taxed $10.

Resolutions were then offered expressing apg)rova.l of the action of Congress
in providing for the Centennial celebration of 1876; and also inviting Governor
Bigler, of Pennsylvania, to address the members of the Convention as indi-
viduals at 8 o’clock this evening. The resolutions were adopted, and the
Convention adjourned until Thursday, 22d, at 10 A. M.

THURSDAY, July 22.—The attendance to-day was comparatively light, many
of the dele;ates having left for home yesterday. The session to-day was long,
being chie: { devoted to the following resolutions, which were adopted :

flered by Mr. George R. Gibson, of Illinois:

Resotved, That Usury Laws defeat the object of their institution in plunder-
ing instead of protecting borrowers, and that we protest against their continu-
ance, as opposed to the spirit of the time and the requirements of trade.
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By Mr. L. C. Murray, of Louisville, Ky.: -

Resolved, That inasmuch as the law of June 20, 1874, establishing a bureau
for the redemption of the circulation of the National banks, will probably be
abolished, it is the sense of this Convention that the original law, or a similar
one, should be enacted, except to make the sixteen redemption and reserve
«cities bear the same relation to each other as they now bear to New York,

Referred to Committee on Resolutions.

By Mr. B. B. Northup, of Racine, Wis.:

Resofved, That this Convention express its approval of the action of Con-
gress, for the resumption of specie payments in 1879. .

By Mr. C. E. Upton, of Rochester:

Resolved, That it is the sense of this Convention that free trade in money
is for the interest of the business community, and fully as important to the
borrower as the lender; and that a committee of three be appointed to report
at a future Convention the best method for impressing this sentiment upon
the intelligence of the country.

After brief discussion, the resolution was almost unanimously adopted, and
the Chair appointed as such committee Messrs. C. E. Upton, of Rochester;
Kountz, of Pennsylvania, and Joseph L. Stephens, of Missouri.

The following resolution, offered by Mr. Foster yesterday, in relation to
the Usury Laws, was taken from the table and briefly discussed :

Wherras, Experience has shown that the retention of Usury Laws in cer-
tain States is utterly impracticable for the purpose desired; therefore,

Resolyed, That this Convention will use every effort, either as a body or as
individuals, to get such laws passed by the Legislatures or the Congress of
the United States as will allow free trade in money between borrowers and
lenders, to be regulated simply by the supply and demand.

The words “as passed by Congress’’ were stricken from the resolution.

Mr. McGrew, of Ohio, withdrew his resolution to postpone resumption
until 1885, saying he had simply introduced it to elicit discussion.

Mr. George R. Gibson, olP {llinois, delivered an address in favor of free
trade in money, which was well received by the Convention.

The following, offered by Mr. T. F. McGrew, of Ohio, was almost unani-
mously adopted : ’

R::olwd? That the members of this Convention be and are hereby requested
to furnish specimens of the coins and bank-note circulation of the United
‘States to the proper committee for exhibition in the Financial Department at
the Centennial Exhibition.

The Chairman then announced the following Committee of Nine on Perma-
‘nent Organization: James Buell, of New York; George F. Baker, of New
York; C. E. Upton, of Rochester; M. McMichael, Jr., of Philadelphia;
'J. T. Smith, of Baltimore; J. D. Hays, of Detroit; L. J. Gage, of Chicago;
Joseph L. Stephens, of Brownsville, Mo.; Edward Tyler, of Boston.

After adopting resolutions of thanks to the officers, citizens, press, etc., the
‘Convention adjourned sine de, the time and place of the next Annual Conven-
tion being left to the Executive Committee.

ANOTHER ROBBERY.—At Barre, Vermont, on the night of July 6th, the
-cashier of the Barre National Bank was roused from sleep by four men, who,
after binding and gagging his wife and daughter, haltered and handcuffed him
and forced him to go to the bank and open the door. The bank vault having
a chronometer lock, which was set to open at nine o'tlock in the morning,
could not be unlocked, and the robbers secured nothing but $I,1oo in unsigned
bills and $10 in money. They took the cashier bac%( to his house, pinioned
him to the floor, and left. He succeded in freeing himself in about an hour.
One of the robbers was subsequently arrested. The notes stolen were seventy-
<ight of $10, and twenty-six of $20, numbered 911 to 936 inclusive. The
United States Treasurer has been advised of the robbery and requested not to
Tedeem the notes. No additional ten or twenty-dollar notes will be issued to
the bank, and the outstanding notes of these denominations will be retired.
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BANKING AND FINANCIAL ITEMS.

The Third Edition of the BANKER’S ALMANAC AND REGISTER for 1875
is now issuing from the press. Its lists of banks, bankers and bank officers
are revised and corrected to August Ist. These lists are subject to changes
so unceasing and so numerous, that those whose correspondence is of any
importance find it sound economy to consult habitually the newest edition
of the work. Copies will be forwarded from this office to any address in the
United States and Canada, upon the receipt of the price, Three Dollars.

CALLs OF FIVE-TWENTY BoNDs.—The twenty-first call for the redem‘)-'
tion of §-20 bonds of 1862, was issued on June 24th, for $5,000,000, payab)
Segtegnber 24 1875. All the amount called is in coupon bonds, numbers both
inclusive, viz.:

$50—No. 21,001 to No. 21,700 .. $500—No. 319,01 to No. 34,000
$100—No. 59,101 to No. 64,500 .. $1000—No. 91,501 to No. 96,900

The twenty-second call was issued on July 14th. It is for $10,000,000,
ri‘%eemgble October 14, 1875, coupon bonds, fourth series, act of Feb. 25,
1862, viz.:

$50—Nos. 21,701 to 23,500 ... $500—Nos. 34,001 to 38,200
$100—Nos. 64,501 to 75,000 .... $1,000—Nos. 96,901 to 108,000

The calls now outstanding are:

€11 $5,000,000 expires Aug. I
19thee .o, 5,000,000 do Aug. 15
20th...........ccccc.eeeeten. 10,000,000 do  Sept. I
F 3 11 SN 5,000,000 do Sept. 24
22d..c.ceeieeiiiiieeiiienaae. 5,000,000 do Oct. 14

MR. CHARLES A. MAcyY, long known in financial circles, died at his resi-
dence in this city on July 21st. Mr. Macy was born in Nantucket in 1807.
Coming to New York in his thirteenth year, he began his business career as
an errand boy in the office of a commission merchant. He married a daughter
of Mr. Benjamin Corlies, and shortly afterward went into business with his.
father-in-law, in the firm of Corlies, Haydock & Co.

When the New York County Bank was established, Mr. Macy was elected
President of that institution, but resigned when the Park Bank was organized,
to accept its cashiership. He remained cashier of the Park Bank until 1863,
when, in connection with Mr. Howes, who was its President, he went into
the private banking business under the firm name of Howes & Macy. As a
bank officer, Mr. Macy pc d great tive ability, and his judgment in
matters of finance was held in high esteem by his associates.

The failure of bis banking firm, during the panic of 1873, weighed heavily
upon him, and no doubt hastened his death. During the past two years Mr.

acy was manager of the banking department of the house of Messrs. Corlies,
Macy & Co.

CALIFORNIA.—The Union National Gold Baunk, at Oakland, opened for
business on July 1st, taking the commercial department of the Union Savin,
Bank. This new. bank has a capital of $100,000, gold, and will be under the
management of A. C. Henry, President, and H. A. Palmer, Cashier. The
Union Savings Bank has elected J. West Martin, President, vice Mr. Henry,
resigned, and H. A. Palmer, Vice-President and Treasurer.
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COLORADO.—MTr. Jacob Snider, of the firm of Collins, Snider & Co., Den-
ver, was murdered on May 2oth, at his home in Georgetown. He leaves an
estate estimated at over $350,000. The interest of Mr. Collins in the Denver
firm is to be increased by the admission of his son in his father’s stead.

CoNNECTICUT.—Mr. Henry Higby, a well-known citizen of Bridgeport,
whose death is chronicled on another e, was formerly President of the
Farmers’ Bank, and for eleven years President of the Connecticut National
Bank of Bridgeport. He was also President of the Bridgeport Savings Bank
from 1870 until the time of his death. Mr. Higby was %:ighl esteemed for
his rare probity and uprightness of character, as well as for {ﬁs promptness

accuracy as a business man.

CONNECTICUT.—A new holiday law has been sed by this State. All
obligations falling due on any legai holiday, or on the follome day when the
ohs:‘ y comes on Sunday, are now payable the preceding secular day.

DisTRICT OF COLUMBIA.—Bankers desiring to find a prompt and careful
correspondent at Washington, are referred to the card of Messrs. H. E. Offley
& Co., in the BANKER'S DIRECTORY, at end of this number.

ILLINOIS.—The First National Bank of Atlanta has been organized with a
capital of $50,000. The officers are John A. Hoblit, President; C. C.
Al%.‘rich, Vice-President, and Frank Hoblit, Cashier. The business of the

banking firm of Frank Hoblit & Bros. is merged into that of the new bank.

AN UTTER BANKRUPTCY.—The hist«:? of the Rockford, Rock Island and
St. Louis Railroad Company, as summed up in the Chicago Tvibume, shows
one of the most extraordinary cases of complete bankruptcy on record. On
the 15th of June, 1868, a first mortgage on the road was made, no part of
the road being constructed at that time. The mortgage covered a projected
road from Rockford to Sterling, which was to be the first grand division of
the entire line. After $273,000 of the $ 5,000,000 worth of bonds had been
issued a new issue of $ 4,000,000 was decided upon, the entire amount of both
issues to be secured by a mort%nie upon the whole line, this being known as
the consolidation mortgage. Of the first issue of bonds all are outstanding
except oune of $1,000, and interest amounting to $ 1,287,068 is due upon them.
All of the second issue are outstanding, with interest due amounting to
$1,047,426. The floating debt amounts to about $400,000. Thus the total
debt is about $ 11,733,494, while the assets all told amount to about $ 1,000,000.
It has been decided in court that the first bonds are entitled to priority as a
lien on so much of the road as the original mortgage covered. The road is
not adapted to be sold in pieces, and, therefore, the interests of bondholders
are somewhat complicated. Neither set, however, will receive more than a
mere fraction of their investment, for if the road sells for a million there will
have to be deducted $50,000 awarded by the master to the Trustees and
counsel, and the floating debt, which is for wages and other current expenses.
This showing makes the average value of the bonds about five cents on the
dollar, those of the second issue being worth even a less sum, while the
interest due is entirely lost. The process by which the immense sum of
$ 11,000,000 has been annihilated is not explained.

KANsAs.—At a meeting of the stockholders of the Citizens’ Bank of North
Topeka, held June 21st, it was voted that the paid capital of the bank be in-
creased to $100,000, the assessment to be payable within thirty days. Among
the stockholders present at the meeting were Mr. A. C. Burnham, of Cham-

e, Ill., Messrs. Vanneman and Reid, of Richmond, Ind., and Oswin and
ins Wells, of Hartford, Ct.

BosToN.—The stockholders of the new Metropolitan National Bank have
completed its organization. At a meeting of the Directors, Mr. S. W. Richard-
son was elected President, and Mr. S. D. Loring, Cashier. The capital of the
bank is $500,000, all of which has been subscribed, and 50 per cent. paid in

uly 19. Business will be commenced at once in the rooms formerly occupied
the North National Bank on Devonshire street, which have been leased until

e completion of new banking rooms on Brattle street.
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IowA.—Mr. Hoyt Sherman, brother of General W. T. Sherman, has been
appointed assignee of B. F. Allen's estate. Mr. Sherman is reputed to be
one of the best business men and financiers in that State.

BANK DiIviDENDS.—In our July number (page 70) we answered the
shallow criticism of a Boston daily paper, which charged that no bank under
any fair management could earn a dividend of eight per cent. half-yearly.
Commenting upon our remarks, a cashier long and well known throughout the
West, thus corroborates their justness :

“1 like your reply to it, and would add that I should be loth to acknowl-
edge that I was only ¢half-human,’ or that I had used any unfair means in
the course of my duties in the institution to which 1 have the honor to be
attached as one of the management, having always had in view the rights of
others as well as the restrictions of law.

“Since my connection with the Merchants’ Branch of the State Bank of Iowa,
which covered a period of nearly six years, the bank declared in dividends
112 per cent., and on consolidation with the Davenport National Bank an
extra dividend of 50 per cent., making in all 162 per cent. in a little over five
years. In the ensuing ten years the dividends of this bank have amounted to
136 per cent., and it now makes regular semi-annual dividends of 8 per cent.,
paying all taxes, etc., in addition.”

This is but one of many instances showing the results of prudent and
skillful banking, which is well defined as “the science of using other people’s
money to the iest advantage.”

St. Louis.—The subjoined statement of the condition of the banks in the
city of St. Louis, on the first day of July, 1875, has been compiled from pub-
lic and private statements, by Mr. E. Chase, Manager of the Clearing-House:

Capital Savings
and and Time - Demand %«{am and  Cask and

Surplus.  Deposits Deposit: Exchange.
7 National banks................. $7.601,553 . $1,202,781 . $9,494.256 .$11,433,004 . $6,187,862
31 State banks.......cc.ovunenn.. 10,469:014 . 11,241, . 14,'374,348 . 28,815,128 . 7,376:46!
38 banks in Cleanng-House...... 18,070,567 . 12,444,449 - 23.868, . 40,248,222 . 13,564,323
18 “ notin gLoome 1,439,448 . 3,999,37 1 834,::3 . §50061,776 . 978,562
56 banks aggregates............. 19,510,015 . 15,443,636 . 25,703 B—o . 45,399,998 . 14.542,885
6o “ 1 Jan., 1875 199, 2,761 . 17:8 4,295 o 25:639:377 43,828:239 . 11,990,286
Decrease last 6 months........... 382,746 . 2,432,659 . ...... . 3,378,241 .  ......
Increase ¢ O eeer seees demees . eese- . 63,803 . ...... . 2,552,509

The 7 National banks have deposited $1,342,850 bonds, as security for
&079,080 circulation. On July 1st, 1874, their amount of bonds was

107,800, and of circulation $3,625,470, showing a decrease in circulation of
over 2% millions. The aggregate of Exchange on Eastern cities, Chicago and
New Orleans, purchased by the banks from January 1 to July 1, 1875, was
$132,812,322, an increase of about 11 millions over the first half year of 1874.

OH10.—Mr. Lester S. Hubbard, President from its organization in 1864 of
the Second National Bank of Sandusky, died in that city on Sunday, July 11th.
Mr. Hubbard was born in Windsor, Connecticut, in 1807. His early manhood
was passed in New York city in mercantile business. In 183 he removed to
Sandusky, and in 1855 he became associated with Messrs. F. T. Barney and
William Durbin in the banking business, under the firm name of Barner, Hub-
bard & Durbin, afterward Hubbard & Co. As a banker Mr. Hubbard’s man-
agef:l:lnt was always successful, and .his judgment in business matters rarely
at t.

SoUTH CAROLINA.—The South Carolina Bank and Trust Co., at Columbia,
g:ifpcnded on July 2d. A letter to the Charleston Courier thus alludes to the

ure :

The State is in for $205,000. The assets of the bank are said to be
$400,000, liabilities $300,000. ~ Among the assets are about $130,000 due by the
State to Hardy Solomon for public 5ocuments of various sizes and values, of
which the I O {J’s of the public institutions are not a few. On the street to-day
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he said, in effect, that “embarrassments in carrying State papers and the pub-
lic institutions was the cause of his suspension, but that not a single private
depositor should lose a dollar, that he would pay everybody that he owed.”
This break does not seem to affect him personally. He is still rich and runs
a large commercial business.

WEST VIRGINIA.—A new bank has been organized at Wheeling, under
State charter, called the Bank of the Ohio Valley, succeeding to the business
of the First National Bank of Wheeling, which has gone into voluntary liqui-
dation. The new bank begins business with a capital of $250,000, and $100,000
surplus  Its m: ent will be under the officers of the First National, viz.:
1lolmc:(sililiotsford, esident; George Adams, Vice-President, and M. A. Chand-
er, er.

CANADIAN BANK OF COMMERCE.—The annual meeting of this bank was
held at Toronto on July 13th, and was largely attended by the shareholders
and friends of the institution. The Froﬁts for the year ending June 3oth, after
deducting expenses and providing for bad and doubtful debts, were $743,067,
which, with the balance of $7,373 on hand from the previous year, placed $749,441
at the disposal of the Directors. Out of that amount two half-yearly dividends
of five per cent. each were paid; $10,000 transferred to reserve for rebate of
interest, $i‘;15,396 reserved for accrued interest on deposit receipts, and $100,000
added to Rest account—leaving $4,044 at the credit of Profit and Loss account.
The Rest account now stangs 310?1,900,000, and the paid-up capital of the
bank is $6,000,000.

Merchants' Bank of Canada.—The annual meeting of shareholders was
held at the bank building at Montreal, on July sth. e report of Directors
gesented the following statement of the business during the year ending 3Ist

ay, 1875: Conﬁnignt fund from last year, $32,505; profits of year, $1,634,272;
total, $1,666,777. From which are deducted working expenses, $308,326; inter-
est paid and reserved, $341,743; leaving a balance of $1,016,708, out of which
have been paid dividends, January and %uly, 1875, $719,162; written off against

sible losses, $150,000; leaving at credit of contingent account $147,545.

e paid-up capital is now $8,102,046; the Rest stands at $1,850,000; the net
profits fér the year, after providing for losses, were $834,202.

Resolutions were passed expressing the thanks of the meeting to the
President, Vice-President and Directors; and also to the General Manager and
other officers of the Bank for the efficient discharge of their respective duties.
The election of a new Board of Directors then ensued, and the following gen-
tlemen were declared duly elected, viz.: Sir Hugh Allan, Hon. J. Hamilton,
Damase Masson, Andrew Allan, W. F. Kay, Hector McKenzie, Adolph Roy.
At a subsequent meeting of the Board Sir Hugh Allan and the Hon. John
Hamilton were elected President and Vice-President respectively.

The Bank of Toronto—The nineteenth annual general meeting of share-
holders of this bank was held in June. The reports showed that after paying
twelve per cent. in dividends, the profits of the year's business were such as
to admit the transfer of $70,000 to the Rest account. That fund now amounts
to $1,000,000, which is equal to 50 per cent. on the capital.

The resignation of Mr. G. Hague, the efficient Cashier, was accepted with
regret. It was resolved to present Mr. Hague with a testimonial of $4,000,
in whatever form he might choose to suggest.

Bank of Britisk North America—The thirty-ninth half-yearly general
meeting held June ist, in London, was a satisfactory one. Ten per cent.
dividends have been declared, and the Rest, or undivided net profits, has been:
increased to (£240,322.18. The policy of leaving to the Canadian managers a
larger discretion in the local management of the bank, seems to have proven
successful and profitable.

Me. THoMAs FYSHE, recently one of the New York agents of the Bank of
British North America, has been appointed agent of the k of Nova Scotia
at St. John, N. B. )
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CoNSOLIDATION OF BANKs.—The final arrangements have been et;ncluded
for uniting into one concern the City Bank of Montreal and the Royal Cana-
gialllta'?an of Toronto. The new bank will have a capital of four million

ollass.

Another.—The act of the Canadian Parliament providing for the amalgama.
tion of the Ni District Bank with the Imperial Bank of Canada, was
ratified by the shareholders of the latter bank on June 21st.

AN AsSOCIATION OF COUNTERFEITERS.—The following communication from
the Secretary of State is a warning to all bankers:

DEPARTMENT OF STATE,
WASHINGTON, July 21, 1875.

His Homor the Mayor of the City of New York:

Sir: I have the honor to inform you that a note has recently been
received from the British Minister at this capital, accompanied by a copy of a
communication, addressed by the Governor of the Bank of France to the Gov-
ernor of the Bank of England, in which it is stated that there is an associa-
tion of counterfeiters, with headquarters at Barcelona, who have already placed
a c}uantity of counterfeit twenty-franc notes in circulation, and likewise coun-
terfeit gold pieces of the value of twenty and twenty-five francs each (Napo-
leons, jabelinos, and sovereigns). The association, it is said, are now prepar-
ing to issue, on a gigantic scale, Bank of England notes and 1,000-franc notes
of the Bank of France, which notes, to the value of $12,000,000, are to be
taken to New York, where a single banker is to see to their emission. The
notes of the Bank of France are to be put in circulation at London and
Frankfort, through the medium of bankers.

The person who made the disclosures says he has seen these notes, and
that the paper of the counterfeit is identical with that made by.the Baunk of
England. These facts are communicated to you, with the request that you
will give the matter such consideration as you may deem proper. I have the
honor to be, sir, your obedient servant, ﬁAmL’ron FisH.

TREASURY DECISIONS. .

THE STAMP TAX UPON DRAFTS, DRAWN IN THE UNITED STATES,
. UPON A FOREIGN BANK OR BANKER.

TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE,
WASHINGTON, June 30, 1875.

In Decision No. 177, dated April 12, 1875, *“concerning the stamp tax upon
bank checks, drafts, orders or vouchers,” etc., it was held that “drafts or bills
drawn in the United States upon a foreign country need not be stamped, not
being ¢ vouchers’ in the meaning of the law, while in this country.”” This
ruling is, from and after this date, reversed.

The statute in question, section 15 of the act of February 8, 1875, imposes
the stamp tax of two cents upon every “bank check, draft, order or voucher
for the payment of any sum of money whatsoever, drawn upon any bank,
banker, or trust company.”

Drafts, bills, checks or orders drawn in the United States on a bank,
banker or trust company in a foreign country, although perhaps not *vouch-
ers” while in this country, appear to me to be clearly taxable under the
terms of the statute. They are drafts, checks, or orders, drawn upon a bank,
banker or trust comFany, and there is nothing in the law limiting to this
country the locality of the bank, etc., upon which the paper is drawn.

Collectors will at once notify the banks, bankers and trust companies in
their several districts, of this change of ruling, and will require the payment
of the stamp tax, on the instruments referred to, from and after this date.

D. D. PrRATT, Commissioner.
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CHANGES OF PRESIDENT AND CASHIER.

(Monthly List; continued from July No., page 73).
Juvry, 187s.

Name of Bank. Elected. In place of
CAL. .. Union Savings Bank, Oakland. J. West Martin, Pr... A. C. Henry.
“ .. Bank of Butte County, Chico.. Harmen Bay, Pr .... G. C. Perkins.
CoxN. . Connecticut N. B., Bridgeport. D. H. Sterhug, Pr... H. Higby.*

« . National Bank of Norwalk.. .. Stiles Curtis, Pr...... E. Hili

# __ Willimantic Tr. Co., Williman’c Allen Lincoln, Pr.... G. S. Moulton.
D. C... Citizens' Nat. Bk., Washington Wm. N. Roach, Cas.. W. E. Weygant.
ILL. ... First Nat. Bank, Springfield.. N. W. Matheny, #.. J. Williams.

“ ... Mechanics’ Nat. Bank, Peoria.. Wm. H. Magee, 4. C. H. P. Ayres.
IND. .. First Nat. Bank, Indianapolis.. Es. L. Slaughter, Cas. J. C. New.

“ .. Merchants’ N. B., New x(l’bany . C. Hangary, Cas.. S. Woodruff.*

¢ .. First National Bank, Wabash. J. S. Daugherty, Pr.. A. Pawling.
Iowa.. First National Bank, Marion.. J. W. Bowdish, Cas.. A. W. Crandell.

“ .. Pella National Bank, Pella.... P. H. Bousquet, Pr.. ]J. Rosiersz.

Ky. ... Ex.B.& Tob. W. H. Co.,L’sville Hector V. Loving, Pr. C. F. Harvey.
s .. Farmers’ Nat. Bank, Richmond John Bennett, Pr.... C. F. Burnam.
« __. National Bank of Somerset.... J. M. Perkins, Pr.... M. Elliott.

La.... New Orleans National Bank.. William Palfrey, Cas. J. H. Pike.

Mass. . Hogkinton Nat. B, Hopkinton E. J. Jenks, Cas...... . E. Jenks.

« .. Milibury Nat. Bank, Millbury. A. Armsby, Cas...... F. C. Miles.

« .. Newton Nat. Bank, Newton... C.Franklin Bacon,Cas. D. Kingsley.

« _. Northboro’ N. B., Northboro’. O. H. Lawrence, Cas. A. W. Seaver.
MicH. . First Nat. Bank, Centreville.. . Daniel F. Wolf, Pr.. C. T. Chaffee.
MINN.. Second National Bank, St. Paul G. R. Monfort, Cas... D. A. Monfort.
Mo ... Bank of St. Joseph, St. Joseph. Georie C. Hull, Cas. G. A. Prey.

N. H.. Ashuelot National Bank, Keene Geo. A. Wheelock, Pr. T. M. Edwards.

¢« __°Indian Head Nat. Bk., Nashua F. A. McKean, Cas.. J. G. Kimball.

N. J... First National Bank, Camden.. John F. Starr, Pr.... J. Livermore.

“ .. @ “ “ ¢  _. Chas. C. Reeves, Cas. J. H. Stevens.

« .. Millville Nat. Bank, Millville.. Ed. H. Stokes, Cas... T. E. Mulford.

« _. North Ward Nat. Bank, Newark A. Somerville, 4. Cas. G. Roe.

N. Y... Hanover N. B,, New York City C. H. Hamilton, Pr.. W. H. Scott.

« .. Merchants’ Nat. Bank, Albany R. Van Rensselaer, Pr. J. Tweddle.*

¢ _. Troy City National Bank, Troy J. B. Pierson, Pr..... . Green.

« .. First National Bank, Ellenville J. Bing Childs, Cas. .. C. Ver Nooy.

« __ Fort Stanwix Nat. Bank, Rome George Barnard, Cas. S. Wardwel{
Ouro. . First Nat. Bank, Barnesville.. . Francis Davis, Pr... J. Bradfield.

“ . 8 u “ “ ... G. E. Bradfield, Cas.. Ellis P. Lee.

« .. First Nat. Bank, Wellsville... James W. Reilly, Pr.. A. Smith.
PENN. . Seventh Nat. Bk., Philadelphia Charles S. Close, Pr.. D. B. Ervin.

« _. Far. & Mech. Bk,, “ Samuel W, Bell, Cas.. W. Rushton, Jr.

« _. Downingtown National Bank.. Jos. C. Downing, Cas.{-.l R. Downing.

« . First Nat. Bank, Gettysburgh.. Robert Bell, Cas.... . H. S. Benner.

¢ .. Greenlane Nat. Bk., Greenlane Michael Alderfer, Pr. J. Welker.

« __ First National Bank, Milton.. . John M. Caldwell, Cas. S. D. Jordan.*

« . Argyle Savings Bank, Petrolia S. S. Avery, Cas..... G. W.Thumm.

« _. Far. & Mech. N. B., Phenixville J. Theo. F. Hunter, C. N. Evans.

« _. First National Bank, Strasburg Joseph McClure, Pr.. . T. Herr,

« _. York County Nat. Bank, York. D. F. Williams, Pr... P. A. Small.
R. I. .. Weybosset Nat. B., Providence Ollﬁ A. Jillson, Cas.. W. R. Greene.
S. C. .. S.C. Loan & Tr. Co., Charleston E. Horry Frost, Pr... G. S. Cameron.*
VA. ... People’s Nat. Bank, Norfolk.. James E. Barry, Pr... J. Peters.

Wis. .. First National Bank, Eau Claire G. S. Thompson, Cas. W. A. Rust.

* Deceased.
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NEW BANKS, BANKERS, AND SAVINGS BANKS.
(Monthly List ; continued from July No., page 74.)

Place and Siate. Name of Bank. N. Y. Corvespondent.
ILL. ... Apple River.. Bank of Apple River...... Chatham National Bank.
“ _..Atlanta ...... First National Bank ...... Importers & Traders’ Nat. B.
¢ ... Chenoa....... Haynes, Jordan & Co...... Third National Bank.
“ .. Ipava........ Bank of Ipava... --. Importers & Traders’ N. B.
¢« _..Rock Falls... E. Brookfield .... ... Third National Bank.
IowA. Perry........ G. W. Blakeslee......... Corbin Banking Co.
“ _ Shenandoah .. Cole, Swain & Co. -....... Chemical National Bank.
Ky. ... Warsaw ..... Warsaw Deposit Bank .... (None.)
Mass.. Boston....... Metropolitan National Bank ~  ............
“ .. Westminster . Westminster National Bank ._..........
MIcH.. Vassar....... North & Noble........... Ninth National Bank.
Mo. ... Kansas City.. Kansas Stock-Yard Bank.. Metr(zolitan National Bank.
¢« _..St. Louis..... Baker & Aull............. Donnell, Lawson & Co.
NEB. .. Fairmont .... E. B. Branch & Co........ First National Bank,Chicago.
“ .. Humboldt.... Humboldt Bank .......... Valley Nat. Bank, St. Louis.
N.Y... New York City Commercial Bank......... (44 Pine street.)
OHI0. . Martin’s Ferry Ohio City Bank...........
¢« _Franklin..... Farmers’ National Bank. ..

PENN . Ashland ..... Citizens’ National Bank ...
“ . Pittsburgh ... Smithfield National Bank.. Importers & Traders’ Nat. B.

¢ . Tarentum .... First National Bank....... ............
TEeXAs. Navasota. .. .. Citizens’ Bank............ Reid & Smith, 211 Pearl st.
VA. ... Danville ..... Border Grange Bank...... (None at present. )
W. Va. Wheeling .... Bank of the Ohio Valley... Fourth National Bank.
‘Wyo. . Cheyenne .... Stebbins, Wilbor & Co..... Kountze Brothers.

DISSOLVED, DISCONTINUED, OR CHANGED.

(Montkly List, continued from July No., page 75.)

IowA. Smith & White, A¢lantic; now Henry F. White.

“  McCarthy, Hartshorne & Brown, Emmetsburg ; now M. L. Brown.
Ky... Halliday & Co., Columébus ; discontinue banking and collection business.
MINN. Plainview Bank, Plainview ; succeeded by E. Eddy.

N.J.. Grefmz & Hyde-Clarke, Fersey City ; now H de-élarke & Co.
N. Y. E. A. Green, Sodus Point; succeeded by E. W. Gurnee & Co.

“  Ninth Ward Bank, New York City,; re-organized as Island Citz Bank.

“  Swenson, Perkins & Co., New York City ; diss., suc. by S. M. Swenson.

«  Egert & Hale, Ogdensburgh ; now C. G. Hale.

OH10. First National Bank, Mi/lersburgk ; succeeded by Bank of Millersburgh.
PENN. German-American Bank, Pit/sburgk ; suspended.

“  Smithfield Savings Bank, Pitéséurgh ; succeeded by Smithfield Nat. Bank.

¢  Allegheny Homestead Bank and Metropolitan Bank, Pittsburgh; amalga-

mated as the Metropolitan National Bank.

“  Diamond Savings Bank, Pittsburgh ; now Diamond National Bank.
‘TexAs Doddridge, Lott & Co., Corpus Christi; now Doddridge & Davis.

“  James Arbuckle & Co., Fefferson ; closing banking business.

W.Va. First National Bank, Whveling ; succeeded by Bank of Ohio Valley.
Wis.. National City Bank, Mikwankee ; in liquidation.




1875.] OFFICIAL BULLETIN, ETC. 159

OFFICIAL BULLETIN OF NEW NATIONAL BANKS,
Authorized June 24 to July 20, 1875.

Cagital. ———
No. Name and Place. President and Cashier. A ulbri::f Paid.
2280 Citizens’ National Bank, J. H. Hoover....... $60,000
Ashland, PENN.  George H. Helfrich. $ 36,000
2281 Smithfield National Bank, Edward P. Jones.... 200,000

Pittsburgh, PENN. William W. Scott. 100,000

2282 Farmers’ National k, David Adams....... 50,000
Franklin, OH10. J.S. Stoutenborough. 37,500

2283 First National Bank, John A. Hoblit...... 50,000 -

Atlanta, ILL, Frank Hoblit. 50,000

2284 Westminster National Bank, Daniel C. Miles ..... 100,000
Westminster, Mass. William Mayo. 52,600

2285 First National Bank, J. S. McCartney. .... 50,000
Tarentum, PENN. John F. Humes. 50,000

THE PREMIUM ON GOLD AT NEW YORK,
JuNE—]JuLy, 1875,

1874 Lowest, Highest. 187s. Lowest. Highest. 187s. Lowest. Highest.
April .... 113 . 1438 .June24.. 174 . 17 .. Jul .. 16 . 16
ay .... 117§ . 13% J 25 .. 17& . 17§§ ..J ylg.. 15% . 16};2
une .... 10% . 12}{ .. 26 .. 17% . 174 .. 12.. 155 - 1574
uly..... 9 -10% .. 28..17 . 17% .. 13.. 154 . 15%
August .. 9¥ . 10} .. 29.. 17 . 174 .. 14.. 14% . 15}
September 9} . 10 .. 30.. 16% . 17K .. 15 .. 143% . 1§
October.. 93 . 1038 ..July 1.. 16% . 17% .. 16 .. 14% 15
ov. .... 10 . 12} . 2..17 . I17% . 17.. 14% . 14%
Dec...... 1§ . 1238 .. 3..17 . 17% .. 19.. 134 - 1434
1875. . g Holiday. .- 20.. 13% - 14%
ap' ..-- 14 . 12}4 .. .. 17 17% .. 21.. 125 . 13X
ay..... I5 . 1638 .. Z 16 1I7% .. 22.. 125§ . 13
June..... 16X . 1756 .. .. 153§ 104 .. 23 .. 11} . 12%

UNUSUAL CoLLATERAL.—Bankers in New South Wales are given apparently
to investments in “ floating capital” which would hardly be deemed legitimate
here. A letter in the San Francisco 4/a California thus describes a remark-
able case tried at the Sydney Criminal Sessions, which resulted in the convic-
tion of a shipbuilder named Macquarrie, and Bridge, his foreman, of a new
crime. “ It ap that Macquarrie, head and ears in debt, gave a bill of sale
over a steam launch to his bankers, who placed a clerk in possession on a
day when Macquarrie was giving some friends a trip in her. The bank
allowed the trip to take place, their officer accompanying it. On returning at
night, Macquarrie and Bridge, after endeavoring to obtain forcible possession
of the steamer, made the engineer pile on the fires, take off the side lights,
jump ashore, and cast the bank clerk adrift, under a full head of steam, in a
crowded part of the harbor. Fortunately he knew something about steerinﬁ,
and after dashing around the shipping for an hour, his cries for help brought
an engineer alongside, who raked out the fires, and avers that had the solitary
voyager let any water into the boiler it would have burst instantly. The per-
petrators of this offense got off with three months each.”
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PUBLIC DEBT OF THE UNITED STATES.

Recapitulation of the Official Statements (cemts omitted).

DEBT BEARING INTEREST IN COIN,

June 1, 1875. July 1, 1875.
Bonds at six per cent. c.cceeennennnn.... $1,131,516,500 .. $1,100,865,550
Bonds at five percent....coceieeeeaaee. 590,632,750 .. 607,132,750
$1,722,19,250 ..  $1,707,998,300

DEBT BEARING INTEREST IN LAWFUL MONEY.
Certificates of indebtedness at 4 per cent. $678,000 .. $ 678,000
Navy pension fund at 3 per cent......... 14,000,000 .. 14,000,000
$14,678,000 .. $14,678,000
Debt on which interest has ceased....... 7375810 .. . 11,425,820
. DEBT BEARING NO INTEREST.

Old demand and legal-tender notes ...... $377,135,722 .. $ 375,84:,687
Certificates of deposit ..........ccoooa... 55,345,000 . §8,415,000
Fractional currency ..oceenenniiaaa . 43,615,773 .. 42,120,424
Coin certificates «......cocuiieiiana .. 19,910, .. 21,796,300
- $496,007,095 ..  $498,182,411
Total debt ceeeeeeceeenaaaonannaaas $2,240,210,155 .. $2,232,284,531
Interest.cceeoeccacenceeniaeaenaean. 33,864,530 .. 38,647,556

Total debt, principal and interest........ $2,274,074,686
CasH IN THE TREASURY.

.- $2,270,932,088

goin. ......................... eeeeanes $84.25 : G0z .. $79854410
UITENCY - e ceecoce aocacanesnce caamasn 4,358,10 .. ,051
Special ﬁeposit held for redemption of cer- 3shter $973.95
tificates of deposit, as provided by law.. 55,345,000 .. 58,415,000
$143,954,710 .. $142,243,361
Debt, less cash in the Treasury, June 1, ’75 $2,130,119,97§ ..  ......
Debt, less cash “« July 1, '72 ST g2 iskeunga6
Decrease of debt during the past month.. $1,189,456 .. $1,431,249
Decrease of debt since June 30, 1874.... 12,968,265 .. 14,399,514

BoNDs ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE

IN LAWFUL MONEY.

Principal outstanding........cccceeeeae.. $64,623,512
Interest accrued and not yet paid........ 1,615,587

Interest paid by the United States....... 26,264,102
Interest repaid by transportation of mails, &c. 6,116,596

- Balance, of interest paid by the U. S.. $20,147,505

.- $ 64,623,512
-- 1,935,705

.- 26,264,102
-- 6,134,311

- $ 20,129,791
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NATIONAL BANKS OF THE CITY OF NEW YORK.

ABSTRACT OF REPORTS

Made to the Comptroller of the Currency, showing the condition
of the National Banks of the City of New York, at the close of
business, May 1, 1874, and June 30, 187s.

. May 1, ‘74 J s '75.

LIABILITIES. ‘gf&:" &t :g‘ po el
Capital stock paid ip................ $ 68,500,000 $68,500,000
Surplus fund.............. ...l 22,438,473 22,632,917
Undivided profits.................... 12,260,639 11,322,980
National bank notes outstanding...... 27,211,105 ceen 19,230,641
State bank notes outstanding ........ 115,700 e 92,747
Dividends unpaid.........c.... ..., 622,481 ceen 1,611,352
Individual deposits .................. 193,088,433 e 200,295,753
U. S. deposits ...................... 473,365 206,532

Deposits of U. S. Disb’g Officers...... 16,284 cee- —_
Due to National banks............... 75,526,263 e 72,249,470
Due to State banks and bankers...... 24,991,493 a.-e 37,891,903
Bills payable.... ... .....coeallLl 799,595 cmen T 175,500
Aggregates. .................. $ 426,044,241 .- $424,209,298

RESOURCES.
Loans and discounts. ................ $205,693,294 eeee $202,899,488
Overdrafts ... ........... ... ... 60,993 cee- 364,334
U. S. bonds to secure circulation...... 33,823,100 . 26,156,100
U. S. bonds to secure deposits ....... 650,000 e 650,000
U.S. bonds on hand................ 4,813,750 .- 6,608,350
Other stocks, bds. and mortgages...... 5,148,259 - 9,990,503
From other National banks.......... 11,964,530 F 14,167,308
From State banks and bankers....... 2,473,247 e 1,494,607
Real estate, furniture, &c............ 8,498,426 . 9,355,662
Current eXpenses.......e.oee.eaeenen, 1,130,901 311,50,
Premiums paid.................... .. 1,608,936 cee- 1,443,45
Checks and other cash items......... 2,278,295 ee-n 1,936,551
Exchanges for clearing-house......... 72,649,937 e 68,211,007
Bills of other National banks........ 3,361,081 ceee 3,428,176
Bills of State banks................. 1,241 cen- 875
Fractional currency .................. 274,284 S 296,281
S 1 T 24,984,942 ceen 13,665,195
-tender notes................... 20,199,021 .- 25,731,431
U. S. certificates of deposit.......... 26,130,000 36,095,000
Five per cent. redemption fund.. ...... e ceee 1,130,149
Due from U. S. Treasurer, other......

than preceding .................... —_— 273,315
Aggregates ... cevennoenn.uvaq.. $426,044,241 eeee $424,209,298

11
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NOTES ON THE MONEY MARKET.

New YoRrk, Jury 23, 187s.
Exchange on London at sixty days’ sight, 4'86% a 487. in gold.

The National Convention of Bankers held its first Annual Session at Saratoga,
20th inst., and its proceedings are reported at length on another page. The organ-
ization has been made a permanent one, and when its official report of the meeting
is published we shall probably have some further remarks to offer upon it. Such
an organization has long been needed, and the approach of specie payments, with
other circumstances affecting our financial condition, render a union among the
banks, private, State and National, of more indispensable importance than ever
before.

The ease of the money market continues, the rates being 2 per cent. for call
loans, with exceptions at 1% per cent. The prevailing rates for prime paper are
4 @ 4%, with exceptional transactions at 3% for choice names. There is still con-
siderable discrimination against long loans, though somewhat less than some months
ago, as the difficulty increases of employing the idle funds which have accumulated
in bank. The Clearing-House statement of the New York banks shows that the total
of the legal tenders held by the banks amount to $73,796,300, which shows a sur-
plus of reserves above the 25 per cent. required by law amounting to $28,053,550.
The aggregates are as follows:

Legal
187s. Loasis. Specie. Tenders.  Circulatic Deposit. Exch
June 28.... $276,707,800 .. $8,847.000 . $71,491,500 . $19,016,500 . $235,768,000 . $ 424,699,407
July s.... 279,397,200 .. 13,824,000 .. 73,832,100 .. 18,982,500 .. 245,796,700 .. 478,902,380
* 12.... 280,866,800 .. 16,937,300 .. 70,661,200 .. 18,854,800 .. 250,405,300 .. 378,125,183
“ 19.... 279,558,800 .. 16,964,900 .. 73,795,300 .. 18,801,600 .. 250,826,600 .. 385,945,749
The Boston Clearing-House statements compare as follows :
187s. Loans. Specic. Legal Tenders. Circulation. Deposits.
June 28......... $129,191,200 ... $621,900 ... $8,442,300 ... $21,310,700 ... $74,391,200
July s.. ... 130,513,700 ... 1,503,200 ... 8,293,800 ... 24,524,400 ... 78,904,500
LU 7 T 131,548,800 ... 2,039,400 ... 7,770,600 ... 24,915,000 ... 79,306,300
LU - WO 132,356,000 ... 1,791,400 ... 8,216,400 ... 25,068,100 ... 77,781,600
« The Philadelphia statements are as follows: .
1875. Loans. Specie. Legal Tenders. Deposits. Circulation.
June 28........ $61,146,632 ... $124.915 ... $15,274,860 ... $49,810,685 ... $10,842,123
July s......... 61.546,139 ... 264,570 ... 15,080,736 ... 50,615,810 ... 10,824,497
“ a2l 61,022,475 ,.. 330,860 ... 15015081 ... 49,365,079 ... 10,865,318
“1g...e.... 61,314,919 ... 300,348 ... 14,901,163 ... 50,263,691 ... 10,924,713

At the Stock Exchange the volume of business has been small, as most of the
leading dealers are out of town. Governments are lower and unsettled in conse-
quence of sympathy with gold. The transactions are small, and there is less
demand from Larope. In the State bonds little is doing, but prices are well sus-
tained. Missouris ate firm at 102, and Tennessees at so. Railroad bonds are
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more active, and the prominent issues of the best roads are advanced from a good
demand for investment. In railroad shares there is abundance of speculative excite-
ment, based, in part, on the advance of breadstuffs, and the large crops expected
through the West. Gold closes dull, but less weak. On gold loans, the rates
range from 1 per cent. for borrowing to 2 per cent. for carrying. Foreign exchange
is weaker, in consequence of the ample supply of commercial bills arising from
grain shipments. The ease of money in London contributes also to depress the
rates of exchange. It has often been remarked by the dealers in foreign bills, that
a supply of grain bills depresses quotations more than the same amount of bills
created by exports of some other commodity. The reason probably is, that the
grain bills are usually so held that they must be realized upon at once, and cannot
be held back from the market save in exceptional cases. The Exchange transac-
tions done to-day have been chiefly at 4.86 for sixty days sterling, and 4.89 for
short sight. Subjoined are our usual quotations:

QuOTATIONS: June 28. July a. July 9. July 16. July 23.
Gold................. 117% .. 1y .. 11634 .. 1145 .. 112}
U. S. s-20s, 1867 Coup. 12.% .. 122 . 121% .. 1203 .. u8%
U. S. new Fives Coup. 11854 .. 119 . usy .. 1173 .. 11436
West. Union Tel. Co.. 76% . 79% .. 8% .. 793 .. 8034
N. Y. C. & Hudson R. 102¥% . 10234 .. 102% .. 103% i 104
Lake Shore........... 6134 .. s8% .. 5934 .. 59¥% .. 61
Chicago & Rock Island 103Y% .. 103¥% .. 104 .. 104%% . 1053
New Jersey Central. .. 12y .. 110 Ca my .. 1094 .. 110
Ere......o..ooein 4% .. uw¥ .. s .. 4% .. uw¥%
Bills on London....... 4.87a4.87% .. 4.8734.87% ..4.86)[a4.8714 . .4.86%a4.87%4 .. 4.861%a4.87
Treasury balances, cur. §52,862,078 .. $54,529,635 .. $54.248,220 .. ¥53.781,217 .. $56,214,164

Do. do. gold 40,990,938 .. 38,524,988 .. 136,227,210 .. 34,135,758 .. 33,552,996
Moneyoncall........ 2a2%4 .. 2%4a3 .. 2a2% .. 1a2 .. tH4az
*  on discount... 3%asyy .. 3%asl .. 3%as¥% .. 3Y%as¥ .. 3Y4ask

The chief topics of interest are the fall of gold and the corresponding decline of
Government bonds. To-day gold sold at r1rj), which is the lowest point struck
since the inflation law of January 14th was passed. The sudden fall in gold is
ascribed to several causes. Prominent among them are, the cessation of the export
of the precious metals, and the breaking up of the speculative clique which has been
operating for an advance. This clique seems suddenly to have collapsed, and the
gold market has not only been without speculative support, but the decline of the
premium has also been more rapid in consequence of short sales. The general
impression is that gold will be lower next fall, and that the recent advance of gold
to 117% was due rather to speculative influences than to legitimate causes. With
respect to the cessation of the export of gold, it is due to the fact that the Euro-
pean stocks of the precious metals have been fully replenished, and that the demand
for breadstuffs abroad will enable us to adjust our foreign balances by exporting
produce and other commodities, so that little gold will probably be sent abroad
for several months to come.

Some discussion has arisen from the announcement that the Secretary has been
buying silver with the proceeds of twenty millions of bonds issued and sold to the
Syndicate for that purpose. Several questions have been raised which are scarcely
worthy of examination; others, however, are more important. The point has been
made, for example, that Mr. Bristow has no right to increase the debt for any
purpose whatsoever; and since the selling of the twenty millions of bonds has
certainly added so much to the aggregate of the funded debt, the addition, it is
claimed, was unlawful. To set this question at rest, it is necessary to look at the
statutes in question. They are two. First, there is the act of 1870, which author-
ized the new fives as a funding loan, the purpose of which was limited to the
redemption of the outstanding sixes. In accordance with this purpose the statute
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expressly stated that the issue of the funding bonds and the authority to do so should
not increase the aggregate of the debt. If there had been no amendment to the
law, no addition could have taken place such as we are now discussing. But there
was an amendment. The act of January, 1875, was passed for the purpose of
enabling the Treasury to buy silver to set the mints at work coining money for use
in resumption. But in order to purchase silver bullion, funds had to be provided.
Two sources of supply might have been prescribed in the law. First, taxes laid for
this specific purpose; and secondly, loans issued so as to increase the public debt.
The latter method was chosen, as will be seen from the third section of the law,
which enacts as follows:

‘“The Secretary of the Treasury is hereby authorized and required, as rapidly
as practicable, to causs to be coined, at the mints of the United States, silver coins
of denominations of ten, twenty-five and fifty cents, of standard value, and to issue
them in redemption of an equal number and amount of fractional currency of sim-
ilar denomination; or, at his discretion, he may issue such silver coins through
the mints, sub-treasuries, public depositories, and post-offices of the United States,
and upon such issue he is hereby authorized and required to redeem an equal
amount of such fractional currency, until the whole amount of currency outstanding
shall be redeemed. And on and after the first day of January, A. D. 1879, the
Secretary of the Treasury shall redeem in coin the United States legal-tender notes
then outstanding, on their presentation for redemption at the office of the Assistant
Treasurer of the United States, in the city of New York, in sums of not less than
$s0. And to enable the Secretary of the Treasury to prepare and provide for the
redemption in this act authorized or required, he is authorized to use any surplus
revenues from time to time in the Treasury not otherwise appropriated, and to
tssus, sell and disposs of, at not less than par in coin, either of the desoription of
bonds of the United States described in the act of Congress approved July 14,
1870, entitled ‘“An act to authorize the refunding of the National Debt,” with like
qualities, privileges and exemptions, to the extent necessary to carry this act into
effect, and to use the proceeds thereof for the purposes aforesaid.”

It then appears that the Secretary is required to do as he has done, by the pos-
itive terms of the law; hence the criticism by which his action is in some quarters
assailed should be directed rather against Congress than against the Secre