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BANKERS MAGAZINE

ELMER H. YOUNGMAN, Editor

SIXTY-FIFTH YEAR

RECOMMENDATIONS OF
WHILE Congress  has generally

seen fit to ignore the recommen-
dations of the chief financial officer of
the Government respecting currency
and banking legislation, these recom-
mendations are nevertheless of great
importance as reflections of the views
of the man who has the most to do with
the administration of the public finances.

Secretary MacVeagH puts the whole
matter of currency and banking reform
in very blunt fashion when he says that
Congress has the choice of adopting a
good system or of continuing a bad one.

This choice has been open to Con-
gress for twenty years at least, and
most of that time the Republican party
has been in power. But nothing has
been done. Either Congress has be-
lieved that the existing system is good
enough, or has been unable to devise
anything better that would be accept-
able to the people and to the party
leaders.

Perhaps, after all, Congress is less
to blame than the people, and especial-
Iy the bankers, for this failure to enact
better banking and currency legislation.
Bankers do agree quite generally as to
what ought to be done; but as to the
methods of doing it, they are hopelessly
divided.

The Secretary of the Treasury
adopts the suggestions made long ago
in this MaeaziNE that the national
banks be permitted to establish branches
in foreign cities, and also that these in-
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SECRETARY MacVEAGH

stitutions be allowed to perform savings
bank and trust company functions.
Secretary MacVeagH’s recommenda-
tions on these matters are so terse and
forceful, and of such general interest to
bankers, that we reproduce them in full.

PanNics or No PanNics A MATTER oF
CuolIcE.

“The reform of the banking and cur-
rency system is still in the future. It is
very regrettable that circumstances
have made earlier consideration of this
great and pressing subject impractica-
ble; and short as the present session of
Congress is to be, it would be a great
step forward if this subject could at
least arrive at some form of definiteness
and concentration before Congress ad-
journs. It is not like a new matter. It
has received very great and very wide-
spread consideration for years; and
especially during the last two or three
vears the economic authorities under
the lead of the National Monetary Com-
mission have been greatly occupied with
its problems and factors. No public
question has in the last three years re-
ceived so much competent study as this
has; and it would be quite wrong to feel
there is need of further hesitation in
taking action.

“The whole financial history of our
country is a long series of troubles and
agitations. And now that we have in
sight the establishment of a rcal and

1
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permanent banking “hd -cdnrémy §y@c.. .))er.oent bonds.

tem that will be both safe and sane it
makes one impatient to see it accom-
plished.

“It is of the first consequence that

this great economic question—import-
ant to all the people of this country,
rich and poor alike—shall escape the
deadly consequences of a partisan treat-
ment. It is, therefore, to be hoped that
it can come into Congress detached from
political or sectional considerations.
" “As long as we continue under our
present system we are liable to panics;
and the vast devastations of panics reach
Republicans and Democrats and all
parts of the country alike. Panics are no
longer necessary and no longer respecta-
ble. They are avoidable; but not under
our system. Our system can fairly be
called a panic-breeding system; where-
as, every other great national banking
and currency system is panic-prevent-
ing. It is for the Government to say
whether it will have panics in the fu-
ture or whether it will not. It is a
mere matter of choice. We can con-
tinuc to have panics or we can stop
baving panics, exactly as we prefer. It
will not cost a penny to prevent them;
and it has cost us untold millions and
untold suffering every time we have had
one.

“We have no system of reserves. Our
banking system destroys our reserves.
It eoncentrates in New York what are
pretended to be reserves and then
forces the New York banks to lend and
abolish them. Now, a reserve is neces-
sary to the very idea of banking; but
our system instead of building up a re-
serve destroys it as fast as it inclines to
accumulate.

“We have no way to increase our cur-
rency when it is needed, except under
the Aldrich-Vreeland law, which will
soon expire and which is only intended
for emergencies. We have a currency
which is forced up, whether we need it
or niot, to a certain measure of our two

But it cannot get up
any further; and it practically cannot
come down,_

“Now, under our system, can ordi-
nary transactions of business go for-
ward uninterrupted in a time of stress
and strain? And yet the final test of a
banking and currency system is that the
ordinary banking facilities needed by
business shall be provided at all times
and under all circumstances.”

After referring to the immediate nec-
essity for legislation providing for im-
proved methods of supervision and con-
trol of the national banks, the Secre-
tary proceeds:

NaTioNaL BANKS ABROAD.

“For example, there is a clear need
of American banks in foreign countries
where American commerce needs bank-
ing facilities. The American banking
system is therefore obliged to develop
itself so as to perform this necessary
international function. We are already
doing a large trade with foreign coun-
tries, but we are to make this trade
much larger, and especially in many
countries where we now have little or no
trade. Our trade must become much
more general in the articles dealt in,
and much more general in the markets
we deal in.

“Now, there can be no doubt that we
shall never be internationally a full-
fledged commercial nation until we have
merchant ships of our own and foreign
banks of our own—a free supply of
ships of our own and a free supply of
banks of our own. We should have
banks at all ports that are important to
our commerce. And, of course, there
is no reason why we should not have
them if we wish them. And if we are
to have banks doing a foreign business,
what banks are more entitled to the
opportunity, or what banks are better
fitted, owing to governmental super-
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vision and control, to afford real and
reliable facilities to our commence than
the national banks? Under present
laws they can not engage in this neces-
sary international undertaking because
they are not allowed any kind of
branches. But there is no reason that
I know of why Congress should not
make the national banks competent to
do this foreign business—for the ques-
tion of home branch banking is not in-
volved in it at all. There is no admin-
istrative difficulty in the way and there
is no principle of banking or political
economy in the way. And as this is an
opportunity that could be and would be
availed of immediately and is needed
immediately, and as it is detachable
from the quéstion of general banking
reform, I do not see why the Congress
should not pass upon the matter now.

Tue ILARGER ScoPrE oF NATIONAL

BANKs.

“Other questions of importance to
the national banks, and which might
very well be considered independently
of general banking reform, might wait
at least a reasonable time upon the for-
tunes of the general issue.

“The national banks, compared with
State banks, are much restricted. They
started restricted. The men who started
them did not mean really all they per-
forned in the actual establishment of a
great banking system. They builded
better than they knew. We have in the
national banking system a great institu-
tion and one whose usefulness is suscep-
tible of great development. It carries,
however, the marks of its imperfect in-
auguration. It is, in some respects un-
necessarily, tied hand and foot. It can
not. as I have pointed out, do interna-
tional banking; and it is restricted close-
Ir as to the kind of domestic banking it
can do. It can not, on anything like an
equal footing, do the business the sav-
ings banks do, useful as that function

is. It can not do the business the trust
companies do, though the trust compa-
nies can turn from their trust business
to become competitors of the national
banks in their own restricted field of
commercial banking. But why a nation-
al bank should not do all kinds of
legitimate banking it is hard to say. If
trust business in itself is safe—and it is
essentially as safe as a rock—there is
no reason why a national bank should
not do that work as well as a State bank.
And if the business of trust companies
is of importance to the nation, then it
would certainly be no disadvantage to
let it be conducted under the supervision
and control of the Federal Government.
And if it is important to the country to
develop the savings bank business and
to put it more and more on a footing of
absolute security, then it might be very
well to have a part of it at any rate
under the supervision and control of the
Federal Government.”

As our readers know, these proposals
have been discussed, editorially and
otherwise, in THE BaNkeErs MAGazINE
for many years. It is gratifying to see
them approved in an official Report of
the Secretary of the Treasury. It would
be still more gratifying to see some of
these recommendations enacted into law.

ARMING THE RESERVE BANKS

FOR a long time this MacaziNE has

been contending that one of the
most important banking problems is the
adequate equipment of the reserve
banks for performing the functions
which may reasonably be expected of
reserve institutions. Banking opinion
appears to be gradually coming to the
support of this view.

In an essay on “Use of Credit Cur-
rency by Country Banks,” published in
“Banking Problems,” by the American
Academy of Political and Social Sci-
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ence, Mr. J. P. HustoN, cashier of the
Wood & Huston Bank of Marshall,
Mo., puts the matter in the following
terse language:

“The point of attack should be made
the point of defense. The calls for cur-
rency concentrate upon the banks of the
reserve cities, and the weapon of de-
fense should be placed in their hands.”

While the granting of the right to
issue credit notes is only a part of the
powers of defense the reserve banks
should possess, it is nevertheless a pow-
er that would prove highly serviceable
if judiciously used.

Had the Monetary Commission given
attention to the proper equipment of the
existing reserve banks, instecad of de-
voting so much attention to the Euro-
pean banking systems, much more prac-
tical results might have followed its
labors.

IS THE MONETARY COMMISSION
ANOTHER KEELEY MOTOR ?

EPORTS come from Washington to

the effect that nothing may be ex-

pected from the Monetary Commission
at the present session of Congress.

We have never believed from the first
that this Commission was acting in good
faith, or that it had any real intention
of rendering any service to the cause of
sound banking and financial legislation.

It will be remembered that the Com-
mission was appointed after most ex-
haustive hearings before the Banking
and Currency Committee of the House,
and after the vital phases of the bank-
ing question had been continually dis-
cussed for nearly twenty years. A bad
banking law had just been passed and
the principal authors of it have been
made chairman and vice-chairman of
the Commission, nor are the other mem-
bers, with two or three exceptions, cal-
culated to inspire confidence.

One of the peculiar provisions of the

law under which the Commission is act-
ing provides that its members who re-
tire from either the House or Senate
continue to hold their places on the
Commission, so that in time it will be
largely composed of “statesmen out of
a job.” Strangely enough, when the
law was proposed, it was decided by the
ruling authorities that it should be com-
posed only of members of Congress.

It is said that the Commission will
probably make no report until next sum-
mer. Its labors thus far have been
largely devoted to a lecisurely examina-
tion of European banking systems.

The interminable delay of the Com-
mission in making a report has given
rise to the suspicion that it may be an-
other case of Keeley motor.

But we would not wish to be too
harsh in our criticisms. From one of
the most recent publications of the
Commission we learn that it has dis-
covered the fact that they do not have
banking runs and currency panics in
Canada!

GENERALITIES ON THE
CURRENCY

EXPECTATIONS that the President

in his annual message would take
a positive position on the currency ques-
tion were not realized, as the following
quotation will show:

“The mecthoed of impartial scientific
study by experts as a preliminary to
legislation, which 1 hope to sce ulti-
mately adopted as our fixed national
policy with respect to the tariff, rivers
and harbprs, waterways, and public
buildings, is also being pursued by the
non-partisan Monetary Commission of
Congress.  An exhaustive and most val-
uable study of the banking and currency
systems of foreign countries has been
completed.

“A comparison of the business meth-
ods and institutions of our powerful and
successful commercial rivals with our
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own is sure to be of immense value. I
urge upon Congress the importance of a
non-partisan and disinterested study
and consideration of our banking and
currency system. It is idle to dream of
commercial expansion and of the de-
velopment of our national trade on a
scale that measures up to our matchless
opportunities unless we can lay a solid
foundation in a sound and enduring
banking and currency system. The
problem is not partisan, is not sectional
—it is national.”

While these recommendations are
lacking in definiteness, they at least
serve to show that the President com-
prehends the fact that our banking and
currency system is defective.

“The method of impartial scientific
study by experts as a preliminary to
legislation” is certainly a good one.
Let us not lose faith that, in time, this
method applied to banking and currency
problems will produce good results.

RAILWAY REVENUE ANTICIPA-
TION NOTES

IFFICULTIES have been encoun-
tered by the railways at various
times in recent years in securing the
necessary capital for making needed
betterments. Finding that the financial
markets were not suitably disposed
toward the placing of their bonds, the
railroads have resorted to temporary
borrowings on short-term notes. These
notes, later on, are gradually converted
into bonds. The notes are, therefore,
in effect, representatives of a fixed form
of capital investment.

That the railways might issue a form
of note more liquid in character and
therefore more acceptable to the banks,
has been suggested by Mr. RaLpu Van
VECHTEN, vice-president of the Con-
tinental and Commercial National Bank
of Chicago.

Properly viewing the railways as an

important part of the great mechanism
of production, Mr. VaNn VECHTEN pro-
poses that they issue notes in anticipa-
tion of revenues, these notes not to be
converted into fixed investments, but to
be automatically retired as the revenues
against which they are issued come in.

No doubt such notes, possessing as
they would the substantial attributes of
commercial paper, would find greater
favor with the banks than the notes that
have been issued heretofore.

The railroads, of course, perform a
great and indispensable service in the
production and distribution of commodi-
ties. They have been hampered of late
to some extent in procuring capital ow-
ing to several reasons. Money market
conditions have not been favorable, and
the roads have suffered from political
attacks.

If they could tide over temporary re-
quirements by using a form of paper
that would recommend itself to the
banks, thus getting access to the great
reservoir of commercial banking funds,
it would be of much advantage to the
railroads and the general commercial
enterprises of the country.

THE RESOURCES OF AUSTRALIA

WHILE speaking a common lan-

guage, the people of America and
Australia have been so widely separated
as to circumscribe the interest which
each felt in the affairs of the other.
Better means of communication have
brought the two countries nearer to-
gether, and our acquisition of the Phil-
ippines has almost made Australia our
neighbor.

But aside from these considerations,
Australia possesses an interest in itself
that will, we are sure, render welcome
to American rcaders the series of arti-
cles begun in this number treating of
the country’s resources.

Australia possesses great natural re-
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sources, but needs additional population
for their proper development. Com-
menting on this fact, “The Review,” of
Sydney, New South Wales, says:

“If he is a benefactor of the human
race who makes two blades of grass
grow where onc was before, he is truly a
great statesman from Australia’s point
of view who settles two men where
there is at present one—and this one
occupying space enough for fifty. The
density of population of Europe is 111
to the square mile; of Asia, fifty-five;
of Austria and Polynesia, twenty-one;
while Germany has 290, the United
Kingdom 363, and Japan 266 people to
the square mile, the Commonwealth has
less than one and one-half.”

Not only is there plenty of room for
more people, but ample natural re-
sources to sustain the increased popula-
tion, as the author of the articles to be
published in this MacaziNe during the
present year will show in considerable
detail.

IMPROVING THE EXISTING
BANKING MACHINERY

ANY of those who advocate a cen-
tral bank imagine that the adop-
tion of foreign banking and financial
machinery is essential to our prosperity,
and fail to realize that with some slight
modifications the banking system of this
country, just as it now stands, could be
made of immensely increased service to
the business community.
Experience has demonstrated that the
reserve banks are such in name only.
The vital problem in banking reform
to-day (except, perhaps, the checking
of currency and lending inflation) is to
provide a really efficient system of re-
serve banks.
And what are the fundamentals of
such a system?

In the first place, management that

will surely produce the results intended.

Next, adequate capital, enabling the
reserve banks to keep sufficient reserve
—probably double that now held.

The central reserve and reserve city
banks must also more fully realize their
duties and responsibilities.

To compensate them for their greater
service to the community, and for the
employment of an increased amount of
their capital in the form of specie re-
serves, they should be given some privi-
leges they do not now have.

They should have, not merely for
their own profit, but for effective equip-
ment as reserve agents, the right to is-
sue credit notes, based upon adequate
coin reserves, and under proper regu-
lations.

Perhaps, also, they should be made
sole custodians of the public funds in
return for certain services they might
perform for the Treasury. ’

We know this is not an extensive pro-
gramme of banking and currency re-
form, and it no doubt falls far short of
achieving everything desirable, but it is
a beginning.

When this much is done, the country
banks will have to be strengthened a bit
in the confidence of the public. But
probably it would be found in practice,
that if the reserve banks were first
strengthened, the smaller banks would
soon feel the effects of the tonic. Some
country banks aver that their troubles
in time of panic are due to their inabil-
ity to get back the money deposited
with reserve agents. It is suspected
this may be a story with two sides to it
—but there exists a growing feeling
that much truth may be found in the
country bank’s contention. )

These improvements contemplate no
radical change, no setting up of a cen-
tral bank that we have twice tried and
twice discarded, but a practical adapta-
tion of the existing banking machinery
to fit it for meeting the necessities de-

veloped by experience.
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EASY BORROWING IN WALL
STREET
ECENT banking testimony has
again brought to light certain
practices of Wall Street banks in mak-
ing loans to Stock Exchange firms with-
. out security.

It seems that the borrower who needs
a loan for the day, drops in and makes
his request in the morning for a loan of
a half a million or so, without offering
any security. The bank kindly grants
him this little accommodation, merely
reminding him that some time in the
afternoon he should call and deposit the
required collateral, at his leisure, pro-
vided he does not forget to call before
the close of banking hours.

Usually, this practice, which is com-
mon enough in the Street, works well
enough. The brokers thus favored
with unsecured loans are well known
and have the favor of the banks. Gen-
erally, their stock speculations are suc-
cessful and they have no trouble in mak-
ing the necessary deposit of securities,
though sometimes not until the eleventh
hour.

But once in a while the broker is a
little slow in getting round to the bank,
and sometimes he suspends and fails to
appear with the security at all. And
then trouble occurs, for the banks
think they have a preferred claim on
the insolvent’s assets for the amount of
the securities he proposed to deposit.

The certification of checks on these
loans before they are secured is also
not uncommon.

Some borrowers outside the favored
circle of Wall Street brokers are dis-
posed to_criticise these flexible arrange-
ments for speculative borrowing, having
themselves to comply with much more
rigid requirements. But the banks re-
ply that such arrangements are a neces-
sity, and that only in rare instances
does any trouble occur on account of
them.

It is no doubt true that the Wall

Street brokers are a desirable class of
bank customers. The securities they
offer are generally the most marketable
to be had, if not always actually the
most intrinsically valuable, and a bank
with a big line of demand deposits can
scarcely be blamed for making mar-
ketability a prime test of its collaterals.

EXCHANGE OF CREDIT
INFORMATION
ALTHOUGH considerable progress

has been made among banks in the
way of codperation and better under-
standing, much yet remains to be done.
Particularly is this true in regard to
the exchange of credit information.

At present many banks—most of
them in fact—take the stand that the
transactions between themselves and
their customers are confidential, thus
preventing one bank from furnishing
information about its borrowers to other
banks. There is, of course, much to
support this view. Unfortunately, how-
ever, it enables the man of poor credit
or the dishonest borrower to get a great
deal more money from his bank than
would otherwise be possible.

Speaking of these conditions some
time ago, Mr. H. A. WHEELER, vice-
president of the Union Trust Company
of Chicago, said that the time was
rapidly coming when the banks must
abandon the idea that they were doing
themselves an injustice by giving their
information in detail to competing
banks, and that they must “form an
alliance, offensive and defensive, with-
out reserve, and to recognize that their
only safety lies in abandoning the idea
that secrecy must attend their transac-
tions with any debtor.”

While this policy may become neces-
sary, and would undoubtedly tend to
protect the banks from loss in many
cases, it is doubtful if it can be put into
practice. There are many good rea-
sons, other than insolvency or dishon-
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esty, that may render it desirable for
a borrower at a bank not to have his
transactions disclosed to another bank.
For example, a capitalist having some
big ‘““deal” in contemplation might se-
cure credit at his bank for the purpose
of carrying it through. Now, if his
rivals could get another bank to obtain
this information by simply inquiring of
the bank that made him the loan, he
would be placed at a disadvantage in
his negotiations. Operators in the stock
market who were preparing for a cam-
paign on either side the market would
hardly like their antagonists to know
in advance how much money they had
borrowed.

The exchange of credit information
among merchants, which Wr. WHEELER
commended, is not open to the same ob-
jections as apply in the case of banks.

To eliminate weak and dishonest bor-
rowers is, of course, laudable; but grave
doubts are entertained by many banks
whether or not this can not be measur-
ably accomplished without destroying
the confidential relations between bank-
ers and customers which have long con-
stituted one of the distinctive character-
istics of the business of banking.

CENTRAL BANK BILL. THIS
SESSION ?

EPORTS from Washington indi-

cate that there is some senti-

ment in favor of a currency and banking

bill of some sort—most likely the cen-

tral bank bill—to be rushed through
at the present session of Congress.

As pointed out in the November issue
of the MacgaziNg, this will probably be
the best chance the Republicans will
have to enact banking legislation. The
new House will be Democratic, and the
Scnate after March 4 of rather mixed
complexion.

If the Republicans would pass a
sound measure now, and thus give it
time to get into good working opcration

and show its efficiency before the next
Presidential election, it might be good
“politics” to pass a bill at this session.

But what effect will a central bank
bill have on the political situation?
Henry CrLay, a statesman of immense
popularity, found a central bank too
heavy a load to carry. Will TaFT suc-
ceed where CLay failed?

CHECKING THE DECLINE OF THE
AGRICULTURAL STATES

NDER the title of “A New Line of
Development for Towa,” published
elsewhere in this issue, Mr. Epwarp
WHiTE, a valued member of THE
Bankers MacaziNe staff, presents
some strikingly interesting facts about
Iowa—one of the leading agricultural
States of the Union.

Mr. WHiITE states that the people of
Iowa are deeply concerned over the
showing made in the recent census re-
turns pointing to a stoppage of the in-
crease in population, and that with
characteristic American energy they are
promptly sccking to apply an eflicient
remedy that will not only correct this
unfavorable tendency but that will
speedily advance the State to the posi-
tion to which it is justly entitled by the
extent of its resources and the character
of its people.

Undoubtedly, the remedy proposed—
the extension of manufacturing—is the
right one. For instance, a great deal
has been written lately about the de-
cline of agriculture in the State of New
York. But the census figures, published
only recently, show that the population
of New York now excceds 9,000,000, or
nearly one-tenth the population of the
entire country.

This result has been due very largely
to the enormous development of manu-
facturing. By combining manufactur-
ing with her really magnificent agri-
cultural resources, as Mr. WHiITE shows
is being done, Iowa is bound soon to re-
gain her normal growth and to make
a new high record.
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HE BANKERS MAGAZINE will be sixty-five years
old this year. It is the purpose of its publishers to
commemorate that event by a special number. Par-

ticulars concerning it will be announced at a later date, but it
is not the purpose of the editors and publishers of the Maga-
zine to put all the good things into one special number.

The Magazine during the coming year will not -only
maintain the high standard which has been established, but it
will be more interesting and practically helpful to bankers,
investors and financial people generally than it ever has been.

The regular departments of the Magazine, which have
been developed to their present scope through a long series of
vears, will be continued under the same able direction, while
the list of special contributors will be greatly strengthened.

IMPORTANT DEVELOPMENTS

There are a number of very important problems of a
financial and business nature before the country, and some
significant developments are to be expected during the year.
These matters, among which might be mentioned currency
reform, postal savings banks, the tariff, parcels post, interna-
tional trade, and a score of other subjects intimately con-
nected with the financial welfare of the country, will be fore-
most in the public mind.

These subjects will have adequate attention in the
BANKERS MAGAZINE, which some of the nation’s
leading financiers will make their mouthpiece, either in signed
articles, or by means of interviews with members of the
editorial staff of the BANKERS MAGAZINE.
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THE MAGAZINE’S INFLUENCE

The editor in chief of the Magazine, Mr. Elmer H.
Youngman, enjoys the friendship and confidence of some of
the most prominent and successful bankers and capitalists,
and he is recognized as an authority on financial subjects, so
that any comment which he makes on conditions and events
in the financial field is listened to with respect. As a case in
point, one of Mr. Youngman’s suggestions in the Magazine
relative to branches of American banks in foreign countries
was incorporated in the annual report of the Secretary of -
the Treasury last month.

BANKING LAW

‘What is considered by many of our readers as the most
valuable feature of the Magazine is the department on
“Banking and Commercial Law.”

As for several years past, this department will be con-
ducted by John J. Crawford, Esq., of the New York Bar,
who is well known as the author of “The Uniform Negotiable
Instruments Act.” This department will contain reports of
all important legal decisions affecting banks and bankers.
Questions on Canadian banking will be taken care of by Mr.
John Jennings, of Toronto, Ont.

PRACTICAL BANKING

In the “Practical Banking” department there will be
published a large number of articles helpful to men on the
- firing line in the banking field. There will be special contri-
butions by Charles W. Reihl, Edgar G. Alcorn, Arthur A.
Ekirch, William M. Rosendale and many others.

INVESTMENTS

The “Investments” department, edited by Franklin
Escher, who is likewise editor of “Investments” Magazine
and a regular writer on finance for “Harper’s Weekly,” will
be conducted along the same lines as during the past year.
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Besides articles treating of current features of the investment
situation, there will from time to time be introduced articles
by experts on the various forms of investment.

SAVINGS BANKS

In the “Savings Bank” department the following topics
will be treated during the year by William H. Kniffin, Jr.:

Card Ledgers.
Trial Balance Methods.

- Interest Computations.
Mortgage Loans.
Collateral Loans.

Lost Books.

Dormant Accounts.

Collection of Interest.

Savings Banking by Mail.
Advertising the Savings Bank
Current Topics of Interest.

TRUST COMPANIES

The department for trust companies will continue in
charge of Mr. Clay Herrick of the Cleveland Trust Com-
pany, who is probably the best known writer on this subject
in the United States. Thousands of trust company men are
studying Mr. Herrick’s book, “Trust Companies, Their
Organization, Growth and Management.”

LATIN AMERICA

On account of the increasing interest of the United
States in Mexico, both politically and in a business way, and
also because of the rapid progress in the construction of the
Panama Canal, Latin America is becoming of very great
importance to the United States. For this reason, the™
“Latin America” department of the Magazine will be in-
creasingly interesting and valuable to our readers. We have
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special plans for securing the latest and most authoritative
matter for this department.

BANK ADVERTISING

The subject of advertising for banks and trust com-
panies is no longer something which can be set down as of
minor importance. In the last few years there has been a
great change in the banker’s attitude on the matter of adver-
tising. The BANKERS MAGAZINE was one of the
pioneers in the work of developing the newer style of bank
advertising. That there is a demand for this work, is evi-
dent from the large number of letters which we have re-
ceived from our readers in all parts of the country. The
department of “Banking Publicity” is under the direction
of T. D. MacGregor. It will be made of even greater value
to bankers than it has been heretofore.

OTHER DEPARTMENTS

The other departments of the Magazine, including those
"dealing with the Safe Deposit business, the equipment of
bank buildings, banking news, etc., will be kept up as in
former years and will be found entirely worth while.

SPECIAL FEATURES

From month to month, there will be published in the
Magazine articles of a more general nature, but at the same
time of particular interest to bankers. This issue of the
Magazine contains the first of a series of unusually inter-
esting articles on banking conditions in Australia. Histories
of all the principal banks in the great island continent of the
Antipodes will be graphically set forth, with illustrations of
bank buildings, portraits of officers, etc. The information
for this series of articles was obtained with considerable diffi-

“culty and we bespeak for them the special attention of our
readers, as this is the first time that anything of this kind
has been published in the United States. :
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AUSTRALIA AND HER RESOURCES*
By C. H. Chomley )

THE colonization of Australia, which

began with the sailing of the
First Fleet from England in 1787, was,
in a certain sense, the work of America.
Not that the United States were con-
cerned with England in the foundation
of a settlement in the far country then
known as “New Holland,” but it was
on the separation of the States from the
Mother Country that her statesmen be-
gan to look about the world for some
new land to receive the convicts who had
hitherto been sent to the rich planta-
tions of Virginia and the Carolinas.
The great navigator, Captain Cook, had
visited and explored the eastern coasts
of Australia in 1770, and as a result of
that vovage it was decided, after years
of consideration, to establish a penal
settlement at Botany Bay, in the pres-
ent State of New South Wales.

First SETTLEMENT OF THE COUNTRY.

When, after a vovage of eight
months, in the course of which the fleet
touched at the Island of Teneriffe, Rio
Janeiro and the Cape of Good Hope,
Captain Phillip’s seven vessels, freight-
ed with twelve hundred soldiers, ma-
rines and convicts, arrived, on January
20, 1788, at Botany Bay, it was only
to find its waters shallow, its shores in-
hospitable and its neighborhood by no
means Learing out the favorable de-
scription of the first visitors. Sailing a
few miles north, Phillip discovered an-
other harbor, overlooked by Captain
Cook, and passing between lofty head-
lands. found himself in a magnificent
sheet of land-locked water, which, in a
letter to the Government in England, he
enthusiastically described as “the finest
hartor in the world, in which a thou-
sand sail of the line may ride in the
most perfect security.” Time has more
than justified Phillip's eulogy of the

*Furthef articles on the same subject will
appear in later numbers  of The Bankers
Magazine.

beautiful hartor of Port Jackson, with
its sunlit waters indenting the land in a
hundred sheltered arms. At the head
of onc of these, which he named Sydney
Cove, the Commander anchored his
ships in deep water, their yard-arms
interlacing the trees on the shore.
There to-day are quays, berthing mam-

Tue Rt. Hox. Sir Georee Houvstoux Rem,
R. (., K. C. M. G.

THE HIGH COMMISSIONER FOR THE COMMON-
WEALTII OF AUSTRALIA IN LONDON

moth ships from all parts of the world,
in the heart of the city of Svdney, with
its population of 600,000 souls.

Earvy DiFrFicuLTIES.

It was long before England recog-
nized the value of the country which
she had acquired, and though Phillip,
with a foresccing eyve, predicted in his
letters to the British Government that

v



10 THE BANKERS MAGAZINE

the colony would some day be the happy
home of a flourishing British com-
munity, most of his officers took a
gloomy view of their surroundings and
declared that the colony could never be-
come self supporting. It was indeed
several yvears before the country grew
enough food to feed the few thousands
of its inhabitants, and up to 1803
famine often stared them in the face.
The people, from the Governor down-

route in 1786, two years before the
British settlement began. East India-
men touched at Sydney later in the
same yvear, and in 1793 and 179+ two of
these and four New England merchant-
men became regular traders, while two
Spanish discovery vessels, under Com-
mcdore Malaspina, put in at Sydney in
179+. It was long before the Ameri-
cans lost their lead in the trade with
New South Wales, which consisted at

TOWN HALL, SYDNEY, N. 8. W.

wards, were several times put upon
short rations, and all eves were turned
seawards, anxiously watching for the
arrival of store ships from England, or
the East.

It is of interest, by the way, to note
that in the infancy of the settlement
American ships were among the most
numerous of the few vessels visiting the
colony. In 1792, New England vessels
on the way from China began to call
regularly at Sydney, and were the first
non-convict ships trading to the port.
They had first unsuccessfully tried this

first principally in the exchange of food,
rum and tobacco for drafts on the
British Treasury, for the colony had
practically nothing to export, and the
Government was forced to buy food for
the whole of the population. Of cur-
rency there was almost none, and in
despotic paternal fashion the Governor
supplied, as best he could. all the needs
of his people, bond and free.

This, as already mentioned, he often
found it very hard to do. Wlheat was
cultivated from the first days, but the
lands then chosen were not the best, and
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the labor was inefficient. Live stock was
small in numbers and at first failed to
thrive, while some of the few head of
cattle escaped shortly after the de-
barkation, and were not heard of again
for many years, when explorers discov-
ered a fine herd, descended from the
wanderers, grazing on pastures far be-
yond the settlement. Great was the
delight at this discovery, and so precious
was animal life at that period that to
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twenty-seven geesc, thirty-five ducks
and 209 fowls.

The rabbits to-day are innumerable;
these five surely must have been eaten
and not allowed to escape, or the rabbit
pest which has cost the country many
millions of pounds since the reintroduc-
tion of the rodents, in the middle of last
century, would have made its appear-
ance long before it did.

The earliest harvest consisted of 200

BRIDGE STREET, SYDNEY, N. 8. W,

kill one of the wild cattle was made a
capital offence.

Probucts oF THE NEw CoLoNY.

The tale of crops and stocks in those
early days, as told in the official records,
is of interest in its contrast with the
vast figures of the present. On May 1,
1788, when a census of the live stock
was taken, it consisted of seven horses,
seven cattle, twenty-nine sheep, seventy-
four pigs, five rabbits, eighteen turkeys,

bushels of wheat and sixty of barley,
reaped at Rosehill, twelve miles from
Sydney, in 1789, while in 1797 Gov-
ernor Hunter records the acreage under
crop as: Wheat, 3,361 acres; maize,
1,527 acres; barley, twenty-six acres;
potatoes, eleven acres, and vines, eight
acres—a list showing that the suitabil-
ity of the land for the crops of Europe
was put to an early test. Hardly more
than a hundred years have passed, and
the country which then could not feed
5,000 souls raises over ninety million
bushels of wheat in a year, pastures
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nearly 100,000,000 sheep and 11,000,
000 cattle, and after providing for the
wants of four and one-half million peo-
ple, sent away, in 1908, nine and one-
half million pounds’ worth of wheat,
meat, butter, and fruit for consumption
in the old countries of the world.

Mention has been made here of Aus-
tralia’s convict origin because everyone
who has heard of Australia knows it,
and frequently fails to realize that the
free scttlers who have since populated
the country outnumbered the bond by
hundreds to one, that transportation to
the eastern States of Australia finally
ceased seventy vears ago, and that the
taint of convictism has long since dis-
appeared.

Tue GrowTH oF PoruLaTION.

For the first forty vears the growth
of population in Australia was very
slow. In 1830, the Continent and the
Island of Tasmania held only 70,000
people, but from that date onwards
there was a steady flow of settlers, who
came in the first instance to exploit the
great pastoral industry, for about that
time it began to be recognized that Aus-
tralin was capable of growing the finest
wool in the world. In 1810, we find the
population nearly trebled and exceed-
ing 190,000. In 1850, it was 279,000.
Next vear, in 1851, gold was discovered
in Australia, and the country which in
1849 had seen 4,000 of its people de-
part for the mines of California, began
to draw them all back again, and for the
next ten vears the harbors of Melbourne
and Sydney were a forest of masts, flv-
ing the flags of all nations of the world.
In this decade the population jumped
from 105000 to 1,146,000. Twenty-
five vears later it had again more than
doubled. being close on 2,700,000. For
the next quarter of a century the rate of
inerease was not quite so rapid, and to-
day the population of the Common-
wealth is just under 4,3500,000—a num-
ber about equal to that of the people of
the American Colonies at the time of
the Declaration of Independence.

These four and a half million people
occupy a territory which, including the

little Island of Tasmania, has an area
of 2,974,000 square miles, practically
equal to that of the United States,
namely 2,970,000 square miles. Stretch-
ing, as it does, from 10° 41" South lati-
tude, in the tropics, to 39° 8" South, in
the temperate zone, a total distance of
nearly 2,000 miles from North to South,
the continent naturally has a great
variety of climate. Three-fifths of the
mainland lie within the tropics, but at
present the tropical regions contain only
a very small fraction—probably not
quite one-twenty-fifth part—of the pop-
ulation. The peopling of the north and
northwest, much of it land of the high-
est fertility, is one of the tasks which lie
immediately ahead of Australia, and re-
cent experience of the work done by
white laborers in the tropical cane ficlds
of Queensland gives every reason to be-
lieve that the Commonwealth will event-
ually succeed in realizing its ideal of
making the country, from its northern
to its southern seas, a healthy home for

‘the white races.

GEOGRAPHY OF AUSTRALIA.

Geographically, Australia may be de-
scribed as a more or less uninteresting
country. It has no great mountains, no
great lakes, no great rivers—it cannot
even claim the melancholy distinction,
long accorded to it in popular thought,
of possessing great deserts, for the
country once written desert on the map
steadily contracts its borders with the
march of settlement and knowledge, and
thriving flocks and herds are grazing
to-day on large areas where early ex-
plorers starved.

The mountain system of Australia
consists principally of ranges running
north and south, parallel to and at no
great distance from the coast in Queens-
land and New South Wales and parallel
with the southern coast of Victorin. Be-
tween these mountains and the sea is a
narrow coastal belt of varying width,
but averaging forty to sixty miles. It
is well watered with rivers, generally
fertile, comparatively densely popu-
lIated. and contains all the great cities of
the above-mentioned States. In South
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Australia the ranges run chiefly in a
northeasterly direction, and in Western
Australia they lie along the coast.
Important as these mountains are in
their influence upon the rainfall and as
the gathering ground for rivers, and
sources of subterranean water which is
tapped in artesian wells hundreds of
miles to the west on the plains, they
none of them attain great height, the
loftiest peak in the Commonwealth

STEAMER ON THE RIVER MURRAY

being Mount Kosciusko, not quite 8,000
feet, in the southeast of New South
Wales. Here are built an observatory
and a Government hospice, whither peo-
ple go in winter for skating, skiing, and
other Alpine sports. Few of the peaks
elsewhere rise above 5,000 feet, and the
ranges average considerably less. The
Island of Tasmania is largely covered
with forest-clad mountains of similar
height to those of the mainland.

Here and there in the interior of the
continent there are chains of hills or
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mountains rising to three and four thou-
sand fect, but millions of square miles
are occupied by plain and plateau, vary-
ing in elevation from sea level to two
thousand feet. This plain, indeed, with
its huge grazing grounds for sheep and
cattle, is the distinctive feature of Aus-
tralia.

Of little account as such low moun-
tains may seem, the coastal ranges have
had a very important bearing upon the

DRAWING A WOOL-LADEN BARGE

development of Australia, for they
hemmed in the young colony at Sydney
with a narrow belt about cighty miles
long and forty miles broad; and it was
not until 1813 that, after many failures
on the part of earlier explorers, Blax-
land, Wentworth and Lawson succeeded
in piercing the formidable barrier of the
Blue Mountains to the west and making
a road through the passes to the vast
plains of the interior.

It was considered a wonderful feat of
engineering when in 1876 by means of
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“zig-zags” a railway was built to sur-
mount the range. In the early coaching
days the mountain passes were rendered
dangerous by the “bush-rangers,” or
highwaymen, who often waylaid trav-
ellers there; and even as late as thirty
years ago the untracked mountain for-
ests of Victoria and New South Wales
were for a long time the secure haunts
of a notorious band of criminals, who
retreated thither after committing sev-
eral outrages on people in the settled
districts.

The low mountain chains not far from
the coast are incapable of feeding great
rivers like the Mississippi and the
Amazon, and the country has conse-
quently few long natural waterways.
Nevertheless, the whole of the eastern
coast of Quecnsland and New South
Wales is well supplied with fine streams,
which are often navigable for fifty miles
or more from the sea, but many of them
are decreased in usefulness by shifting,
shallow bars at their mouths, and they
are not of great length. Among the
most considerable are the Burdekin, 440
miles; the Fitzroy, 174 miles; the Her-
bert, 150 miles; the Brisbane, 200
miles; the Clarence, 190 miles; the
Hunter, 340 miles; the Hawkesbury,
835 miles, and the Shoalhaven.

Finding their way into the Gulf of
Carpentaria, from Queensland, are sev-
eral large rivers, one of which, the Flin-
ders, has a length of 520 miles. In the
Northern Territory, which is at present
almost unpeopled, there are magnificent
streams, some of them navigable for
long distances. Vessels of large tonnage
can ascend the Roper for 100 miles from
the Gulf of Carpentaria, and the Vie-
toria, 850 miles, which has a width of
twenty miles at its mouth. is navigable
by shallow draught vessels far into the
interior.  Western Australia’s finest
streams, the Fitzroy, 325 miles; the de
Grey, 190 miles; Gascoygne, 475 miles,
and Murchison, +£0 miles, flow through
the comparatively unsettled northwest-
ern districts.

The most important river system of
Australia, however, is that of the Mur-
ray, 1,600 miles in length, and its tribu-
taries, the principal of which are the

Darling, 1.760 miles; the Murrum-
bidgee, 1,050 miles; the Lachlan, 850
miles, and the Goulburn, 280 miles.
These and the minor tributaries to-
gether drain an area of 440,000 square
miles, a tract more than twice the size
of France, and including some of the
best portions of the Commonwealth.

Such rivers are naturally of great and
growing importance. They played a
considerable part in the past, when rail-
ways were few, in the carriage of wool
from the interior to the seaboard; and
even now, when the continent has 16,-
000 miles of railway, there is a good
deal of traffic on the Murray system by
shallow draught steamers drawing
trains of barges.

The Murray in ordinary secasons is
navigable for a thousand miles during
seven months of the year, and when the
rivers are high, a steamer can travel
from the mouth of the Murray, in South
Australia, to Walgett,.on the Darling,
in the north of New South Wales, a
distance of over 2,000 miles, which is
traversed without assistance from a sin-
gle lock. It is probable that in the
future numerous locks will be built for
navigation purposes, but navigation is
at present regarded as a minor matter,
and it is as sources of irrigation that
the streams are confidently expected to
transform the face of the country. In
times of flood, they have in past years
carried away vast quantities of water
uselessly to the sea. In the great flood
of 1890, the Darling was a moving
waste of waters nearly a hundred miles
in width. A river captain steamed for
a day out of sight of land on its ex-
panse, and the captain of another vessel
landed his cargo twenty-five miles from
the river bank when the flood was re-
ceding. In times of drought one can
cross the Darling nearly dry shod at
places where in flood it was like the
sea. The Murray and the Murrum-
bidgee are also liable to tremendous al-
terations of their flow, though they
never sink so low or spread so wide as
does the Darling over its level plains.
In these circumstances one can picture
the immense potentialities of the water
that goes to waste, and is so urgently
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BARREN JACK DAM SITE, FROM TRAM ROAD.

15

THIS 1S THE GORGE ACROSS WHICH A DAM

TWO HUNDRED FEET HIGH IS BEING BUILT, TO IMPOUND 33,000 MILLION
CURIC FEET OF WATER

needed; for hundreds of thousands of
square miles of the country which the
rivers drain are now only pasture land,
carrying perhaps one sheep to three
acres, and yet it is capable when irri-
gated of growing crops and fruit to
perfection.

TrANSFORMATION WROUGHT BY IRRIGA-
TION. .

The miracles of productiveness which
have been wrought by watering arid
soils in America can certainly be re-
peated in Australia. Under American
guidance we have made a beginning,
and Mildura and Renmark, two irriga-
tion colonies on the Murray river,
pioneered by the Chaffev brothers, citi-
zens of the United States, are shining
examples of what water will do under
the Australian sun. At Mildura, where
once a thousand sheep maintained a pre-
carious existence on fifty thousand

acres, a fourth of this area supports to-
day a thriving town of five thousand
inhabitants, who are growing currants
and raisins, oranges, lemons, apricots,
peaches, figs and other fruits of a qual-
ity unsurpassed. At Renmark, in South
Australia, further down the river, five
thousand acres of irrigated land are
giving a livelihood to a thousand peo-
ple engaged in similar pursuits. Last
vear they exported £90,000 worth of
produce. Mildura and Renmark be-
tween them are almost capable of sup-
plying all the currants and raisins con-
sumed in the Commonwealth, and from
there and a few other irrigation settle-
ments of the same type there were
raised fifteen million pounds’ weight of
these berries in 1909. The figures in
themselves are a trifle, but with such
production from a few acres which are
producing other crops and fruits be-
sides, how unbounded seem the possi-
bilities of the area of the Murray basin.
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At Mildura and Renmark the water is
pumped from the Murray, and the cost
is justified by the value of the fruits
raised, but there is a limit to the fruit
business, and other irrigation schemes
are devised to suit the needs of the man
who will raise dairy produce and the
staple crops for which there are illimit-
able export markets.

These irrigation schemes consist in
the construction of works to impound
the flood waters of the rivers at points

for the supply of human being and
stock to the wheat-growing lands of
North West Victoria, where a rainfall
of only ten to fifteen inches permits the
raising of profitable crops, but leaves
the people always in fear of a water
famine unless artificially supplied.

In Victoria over £3,000,000 have
been spent by the State in conserving
and distributing water; the need is now
for people to make effective use of it.
Here, again, one must mention the

CITY OF ACLLLAICE, LOOKING SOUTHEAST FROM TIHE POST OFFICE TOWER

high enough for them to be distributed
by gravitation over the area to be irri-
gated. In the State of Victoria there
are already scveral such reservoirs, the
chief of which, known as the Waranga
Basin, is filled from the Goulburn, the
largest Victorian tributary of the Mur-
ray, and contains nine thousand million
cubic feet of water. It is abtout to be
raised so as greatly to increase its ca-
pacity, and from it and other reservoirs
are supplied thousands of miles of main
and subsidiary channels, some of which
are designed to irrigate lands for close
settlement, and others to carry water

U nited States, for the Chairman of the
Victorian Water Commission, Dr. El-
wood Mead, under whose direction much
of this work has been carried out, is a
distinguished citizen of that country.
He has preached to the people of Aus-
tralia that successful irrigation demands
close settlement, and following his ad-
vice, the Government has lately pur-
chased from private owners 60.000
acres of land commanded by the reser-
voirs, and is cutting them up into small
lots, which are sold to cultivators on
long terms, equal annual payments for
thirty-one years covering principal and

. o
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interest, and making the land freehold.
The State under this scheme will also
build a house for the settler, giving him
fifteen years to pay for it, and it ad-
vances to approved emigrants eighty per
cent. of their passage money to Aus-
tralia from overseas. It is of interest
to mention in this connection that Dr.
Mead and Mr. McKenzie, the State
Minister of Lands, are at present in
America investigating the problems of
irrigation in the land which has most to
teach Australia, having just completed
a visit to Great Britain, where they
have been explaining the advantages of
emigrating to the Victorian irrigation
settlements to British farmers through-
out the length and breadth of the
country.

The neighboring State of New South
Wales, though at present behind Vie-
toria in the use of its rivers, is now en-
gaged upon a scheme even greater than
those mentioned. Across the gorge of
the Murrumbidgee, at a place called
Barren Jack, a corruption of the abo-
riginal words, Booren Iyack, signifying
precipitous mountains, the Government
is building a dam two hundred feet in
height and 900 feet in length, which
will impound a vast volume of water,
submerging 12,000 acres and measuring
over 38,000 million cubic feet. The
greatest reservoir in the world, the
Assouan Dam, on the Nile, holds 87,000
million cubic feet, and that in New South
Wales, on which work has been pro-
gressing steadily for some two years,
will, when completed, take second place.
By its means, at a cost of £1,500,000,
about 250,000 acres of magnificent land
will be thoroughly irrigated and a Gar-
den of Eden created on what is now a
sheep walk. In Victoria an even great-
er scheme is contemplated—namely, a
dam across the Goulburn, to hold 60,-
000 million cubic feet of water. As this
would submerge many thousands of
acres and also the little town of Yea,
which does not desire to be drowned,
the Government, after making prelimi-
nary surveys, has for the time aban-

2
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doned the scheme; but it is likely to be
carried out in the future, and its pro-
posal shows at once the possibilities and
the demand for irrigation. There are
many other schemes, large and small,
which it would be tedious to enumerate,
in operation or contemplation in Aus-
tralia; along the length of the Darling,
for instance, there are about seventy
lakes, some of immense capacity, one
of them, Lake Cawndilla, holding in its
natural state about 17,000 million cubic
feet of water. These lakes are capable
of being turned at small expense into
efficient reservoirs, for they lie above the
level of the river and are filled by it at
flood time. Thus, works built across the
channels which convey the water back
to the river again when it falls, would
conserve quantities sufficient to irrigate
great areas.

These works on the Darling and
other rivers of the same type will be
constructed in time, and their effect will
be astonishing. The rivers of Australia,
though of a nature which usually se-
cures them scant respect as a geographi-
cal feature, are capable of becoming the
most potent forces in the country’s de-
velopment, and the conservation of these
waters will certainly in the future bring
prosperous, populous towns into exist-
ence, in places where the sheep now
reigns supreme.

PRACTICAL BANKING CONTRI-
BUTIONS WANTED

HELPFUL articles relating to the every-

day work of banks savings banks
and trust companies are desired for publi-
cation in THE BANKERS MAGAZINE.

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

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



BROADENING THE BANK’S SPHERE OF USEFUL-
NESS

By Herbert G. Stockwell

ACH time a bank examiner hears
about the organization of a new
banking institution, he wonders whether
that bank is really needed. Pictures
of the various banks in and around the
community in which the new bank is
contemplated pass before his mind’s eye,
as he reviews the character and effi-
ciency of the existing organizations
with which the new bank will have to
compete for business; and he wonders
whether the true banking spirit will
permeate those responsible for bring-
ing the new institution into being.
During an examination of a small
country bank an incident occurred which
illustrates an exceptional condition.
While in the directors’ room working at
a large table, the examiner was inter-
rupted by the entrance into the room of
a stream of the bank’s directors, each
loaded down with bags containing
packages and bundles of money which
they procceded to dump on the table,
floor and chairs until every available
space in the room was soon occupied
with coin, currency, checks, money or-
ders and even postage stamps, more or
less neatly tied into bundles or pack-
ages, on top of which were attached
deposit slips. Fifteen of these direc-
tors came in during the course of an
hour, and the cashier and clerks were
kept busy counting the money in the
various bundles and checking the nu-
merous deposit slips.

Baxk DirecTtors AcTING As Sus-
Banks.

The directors of this institution live
in a farming country, stretching out for
miles in every direction from the little
town in which the bank is located. On
“Board Day” they drive around among
the farmers and business men in the
small villages near their own residences,
collecting the deposits which they bring
to the bank. During the week these
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directors act as pocket banks, frequent-
ly cashing checks and making small
loans on behalf of the bank for the
accommodation of its customers, all of
these transactions being settled on
“Board Day.”

When the cash was checked and put
away in the bank’s vault, a huge lunch
was placed on the table, and all fell
to in a manner evidencing hearty appe-
tites. During the lunch various mat-
ters of local news and interest were dis-
cussed, after which the Board convened
for a formal meeting, attending to such
business as was brought before it. No
haste marked the progress of the meet-
ing, which was prolonged, after the
formal matters had been disposed of,
into somewhat of a social gathering.
These bank directors had given up the
day to the bank, and they extracted the
greatest amount of enjoyment from the
duty.

Every one of the directors of this
bank is an active agent for the bank,
cnabling it to extend its sphere of use
for miles around to the great conven-
ience of people living at a distance.

The examiner was deeply interested.
Here was a bank that existed because of
its usefulness! Here was an example of
a public institution in the fullest sense
of the word! It is quite probable that
the actual practice, safely conducted by
these sturdy and prosperous farmers,
could not be adopted in many other lo-
calities. The examiner was impressed,
not so much with the things actually ac-
complished as with- the spirit prompting
the extending of the helping hands to
the general good by the directors.

CoNceaLEp DESIRE To BE oF ReaL
BENEFIT To THE COMMUNITY.

It is believed that this spirit exists
in a majority of bank officers to no less
degree than among other classes of peo-
ple. In some cases, it is true that the
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veil of conservatism obscures the real
desires of the bank officials, while in
other cases perhaps the active expres-
sion of that desire is slow in coming to
the surface because the way to give life
to that expression does not seem clear
enough.

Can mwe not best begin the broadening
of our field of usefulness by subjecting
ourselves to a little self-examination?

Let us first ask why the particular
bank in which we are interested exists?
What would happen if we should close
our doors? Would the people in the
community suffer any inconvenience if
we should go out of business? Another
question almost naturally following an
effort to answer these, consists in the
inquiry as to whether the people in our
community could be better served by a
change in our methods.

The bank officer is so completely oc-
cupied during each busy day that he
can find little time to study his bank
in its relation to its depositors.

Score oF BanNking DuTies AND Privi-
LEGES NARROWER THAN NECESsARY.

Thoughtful consideration of the func-
tion of a bank is an occupation of the
mind leading to a better education on
the part of one so applying himself.
One of the earliest forms in which the
qucstion will become shaped in the mind
of the banker consists in an effort to
thoroughly comprchend the proper
scope of a bank’s usefulness. He
knows that much difference of opinion
exists among his friends regarding the
extent to which bank officers should go
in cfforts to reach the public. .

Some hold that a bank should be
operated so that it will become as much
of an actual convenience to the people
as possible, and in so doing they should,
if necessary, go out of the way to find
opportunities to help their customers out
of difficulties, while others cling to the
belief that the larger amount of con-
servatism manifested in their dealings
with depositors and customers the
sounder the bank will appear in the eyes
of the community. Still others occupy

the middle ground between the two ex-
tremes, acting more or less warm ac-
cording to circumstances; but an analy-
sis of the prevailing views and practices
among the banking fraternity secms to
demonstrate that the most far reaching
customs among sound bankers do not
indicate the measure of the full scope
of the position which banks might oc-
cupy in their relation to bank users.

The subject cannot be disposed of
casily. No one can settle the matter
off-hand. Perhaps we may, however,
examine a few of its aspects in the light
of the earnest desire possessed by most
bank men, to fulfil their highest func-
tions.

Wiuar Suouvrp BE DoNE To ProTECT

THE BaNk FroM Ruinous Com-

PETITION. :
«.

In an effort to take hold of the gen-
eral subjcct let us contemplate the pros-
pect of facing a rival. Let us imagine
that some of our friends are beginning
to talk about starting another bank
across the street, or in the next square.
What are we going to do about it? Does
not the feeling steal into the conscience
that the outside movement may indicate
some weakness in our institution, sorhe
failure to grasp a full understanding of
the needs of our community?

In order to satisfy our minds that
there is no fault within our doors, let
us go into our bank critically, depart-
ment after department, overhauling in
the process the manners and methods
of each and all of our people. Let us
do this in an effort to discover some way
in which we can correct our faults and,
in addition thereto, create some facility
particularly needed by the people in our
community.

Banks partially possess fields of op-
eration in which they should be supreme,
and in which they should have monop-
olies created not by any arbitrary
power, but by the perfect satisfaction
of the bank users in those fields.

When we have satisfied oursclves that
our bank can supply all of the banking
facilities needed by our people better
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than any other bank, should we not take
great pains to let the people know
about it?

BANk ADVERTISING ON THE HIGHEST
PLANE.

If the average man was accustomed
‘to discriminate in his dealings with
others, it would follow that the natural,
orderly and purposeful conduct of a
bank would attract to it all of those
whose convenience would be best served
by that particular bank; but it must be
remembered that ordinary people do not
study such matters from an intelligent
desire to obtain the best results from
their banking connections. Business
men ordinarily do not know what good
a wise bank cashier can do for them
until they have been brought into inti-
mate relations with him. Many men,
through mere force of habit, will go out
of their way to another bank and suffer
loss of time and energy that can be
saved to them if they can be brought
in touch with the bank which they
should naturally use. This absence of
initial effort among people generally
brings about the condition calling upon
the bank to take part in educating de-
pesitors into using their most natural
bank—the one in the neighborhood.

How this thought may best be pro-
mulgated is a problem which each bank
must solve for itself. It should be kept
in mind that to be successful, the cam-
paign must have back of it, in the minds
of the bank officials, the firm conviction
that the particular use which the bank
can perform to its own constituents in
the neighborhood places it in the posi-
tion of a natural banking center for
that neighborhood.

NaTurar BankiNg DisTricTs.

Perhaps it would be well to say here,
that while every bank is or should be
in the center of some natural sphere or
zone of usefulness, either territorially
or otherwise, this paper is more espe-
cially devoted to a consideration of the
territorial zone surrounding banks a lit-

—

tle out of the banking centers. Such
banks as are part-way uptown, subur-
ban, or located in small cities have spe-
cial duties to perform to the people in
their neighborhood. To help bring the
bank and its natural constituents in its
own district into complete and har-
monious relations is our object at this
time.

Who are the people in the bank’s own
district? Would it not be well to ob-
tain information concerning all who, in
our opinion, should be attracted to our
bank? The best way in which this im-
portant information may be made avail-
able is by the use of small cards such
as are frequently used in index systems.
On these cards should be recorded the
name, address, business, and any other
obtainable facts regarding every possi-
ble depositor. These cards should be
grouped into classes, some of which are
suggested as follows:

A, manufacturers; B, merchants; C,
professional men; D, miscellaneous;
E, people residing in the district whose
business takes them elsewhere. -

Considerable labor will be involved
in the preparation of these lists, and it
might, at first blush, be considered too
much trouble to be imposed upon the
clerks and officers of the bank. The
people in our own bank must be filled
with enthusiasm in order that it may
be effectively transferred to our de-
positors, and the labor of preparing
these cards, while arduous, in itself
will constitute a process of education
among our own bank people. These
lists need not be hastily prepared. The
work can be accomplished gradually,

- little by little every day. So long as it

proceeds without stop, these lists will
be compleved soon enough for the next
step, which consists in the preparation
of the proper kind of literature.
Reading matter sent out to the differ-
ent classes of people as shown by the
various lists should be adapted to the
particular classes of people intended to
be reached. A series of notices, state-
ments, folders, pamphlets, booklets on
banking and business topics will pro-
duce a much better result than either
any one spasmodic effort, or continued
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repetitions of hackneyed words and
phrases.

Tue Epvcationar. Work Must Bk
ORGANIZED.

While all of the bank officers, direc-
tors, and even some of the stockhold-
ers should be brought into the propa-
ganda, to some one officer of the bank
should be assigned the special duty of
directing the educational department of
the institution. He may find it helpful
to obtain the assistance of some one a
little more accustomed to the prepara-
tion of such literature. If so, inquiry
among the directors and stockholders
will probably produce one who will sup-
ply the needed talent. Whoever ac-
tually prepares the matter for distribu-
tion, the active interest of all of the
bank people should be aroused and the
organization of the bank so arranged
that some one officer can be given a
sufficient amount of time to attend to
this important work.

While this campaign of education
may in reality amount to advertising,
the way in which it is done and the
character of the literature sent out may
easily take the campaign out of the
ordinary plane of advertising into a
form of real use. While touching on
the matter of advertising, it may be
worth while to notice that banks are
now beginning to attach importance to
distinctive advertisements. Some sug-
gested thoughts may be obtained from
the few specimens of magazine and
newspaper advertising seen recently:

CORN EXCHANGE NATIONAIL BANK,
PHILADELPHIA.

A bank for merchants should have funds
in hand when needed, otherwise its cus-
tomers are handicapped.

Resources of this bank $22,000,000.

THE BAXNK OF NORTH AMERICA,
PHILADELPHIA.
Age and experience are the foundations on
which "this bank rests.
Oroest BAXK 1IN AMERICA
Chartened by Continental Congress, 1781.
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ASTOR TRUST COMPANY,
NEW YORK.

TrusTeE For PersoNarL Trusts

No individual can possibly have the col-
lective experience, knowledge, administra-
tive ability and responsibility for these
Trusteeships which this company commands
and places at the service of its customers.

Confer with our officers in regard to your
trust business; our expert service costs no
more than that rendered by an individual.

LA;\'D TITLE & TRUST COMPANY,
PHILADELPHIA.

To Tue Housexeerer

A deposit account provides the safest way
of paying bills. Every check is a receipt.
You don’t have to worry about burglars
stealing your house money, and it would not
do one any good to steal your check-book.

Eviry MoperN CoONVENIENCE

for depositors, wiwa special accommodations
for ladies, can be had at the I.and Title &
Trust Company.

TITLE GUARANTEE AND TRUST CO.
NEW YORK.

Is Now THE Time 10 Buy Stocks?

Perhaps it is—we don’t know. Nobody
ever knows. That’s the trouble.

Now ig the time to buy mortgages from
us. They never will be worth less than they
cost you.

CITIZENS’ NATIONAIL BANK,
LOS ANGELES, CAL.

No service this bank can render will be
regarded as unimportant. Uniform con-
sideration will be extended in every depart-
ment.

OLD COLONY TRUST COMPANY,
BOSTON, MASS.

The services of the Old Colony Trust e
Company in the preparation and certifica-
tion of municipal bonds have been adopted
by the cities and towns throughout the coun-
try.  Our method has the unqualified en-
dorsement of all bond dealers, while the
marked preference shown by investors for
bonds issued under our plan has resulted in
a distinct enhancement of their market value.
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THE UNION NATIONAL BAXNK,
CLEVELAND, OHIO.

For more than twenty-five years this bank
has sought by securing desirable connections
to render the best services obtainable to
those, who may obtain accounts with it.
The experience gained during this period of
service is extended to those, who appre-
ciating good service, will maintain adequate
balances.

These extracts from advertisements
in papers and magazines are not of-
fered here as samples of advertising
with a recommendation that they be
copied by any other bank. They are
simply used to illustrate the point that
banks are beginning to depart from the
customary stereotyped form of adver-
tising, consisting simply of a card or
statement of the bank’s condition. In
other words, it seems to be in the air
that banks are desirous of telling the
people just what can be done.

AcquiriNg AcQuAINTANCES THroueH
OrcaNizep Carrs IN THE NEIGH-
BORHOOD.

We may now return to the more per-
sonal campaign idea. Use of proper
kind of literature will undoubtedly have
considerable effect in the process of
-educating the people to use the bank in
the neighborhood, but much more good
can be accomplished in a direct personal
interview. In order to carry this out
systematically, it is suggested that lists
of fifty names each be prepared from
the information cards, and that one of
these lists should be assigned to each
and every officer, director and clerk in
the bank with carefully prepared in-
structions regarding the proposed inter-
views with desired depositors. We
must not overlook the stockholders in
distributing these lists. It will be found
among the stockholders that a certain
proportion will be glad to help build
up the business of the bank, if they are
requested to do some definite thing.

The difficulty in getting work done in
any organization similar to a building
and Joan association, a club, or a bank
is reduced to a minimum if a definite

plan is prepared and each one in the
organization is requested to do some
definite thing. It will be found that
many of these stockholders will be glad
to cobperate in carrying out specific
requests.

Tokexs To THose ProbuciNg REsuLTs.

A certain amount of enthusiasm can
be aroused among all those connected
with the bank without and other induce-
ment than that of helping the bank be-
come more useful. An additional stim-
ulus judiciously applied will, in many
cases, act beneficially. It is not pos-
sible to designate a prize suitable in all
cases. It is suggested, however, that
proper rewards be given in the form of
an honorarium or some object of art or
product of literature to those bringing
to the bank results in the form of de-
sirable depositors. Some little token
received in this way would be esteemed
far above its intrinsic value, and the
thought of compensation would thus be
raised above a mere commercial basis.

Wuy Suouvrp THe Bank’s Doors Be
Crosep AT NigHT?

A banker who has recently returned
from the convention in California says
that the most notable thing observed by
him in visiting several of the banks on
the Pacific Coast was the attractiveness
of the banking buildings and the entire
nbsence of grated windows. At night,
he says, the banks were lighted up, and
some of them looked like big halls or
museums. What possible objection
could there be to having social and edu-
cational meetings of clerks, directors,
stockholders, depositors, proposed de-
positors, and various classes of people
in the bank in the evening? As a rule,
the large directors’ room is really used
for no other practical purpose than for
holding the ordinary board meetings.
Why not turn this room into account
and have frequent mectings here for
the purpose of carrying on the educa-
tional idea of the bank. Besides the
great value to the banking people and
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to the public to be derived from the
getting together at appropriate and
properly conducted meetings, the mere
fact that the bank is lighted up and it
is known that meetings are being held
will impress every passer-by, fixing the
bank and its progressiveness in his mind
in a way that will not be easily for-
gotten.

Tue Bank CLus.

Another progressive movement in the
development of the educational idea
consists in the formation of “The Bank
Club,” the nucleus of which would, of
course, be such of the officers, directors
and clerks of the bank as are inter-
ested; but the membership need not be
limited to the bank’s own people. There
is splendid opportunity by means of
this club for a course of instruction in
business and banking. Series of lec-
tures by recognized experts in business,
banking and accountancy subjects
would create an intense interest in the
bank offering such opportunities.

Many of our business men would like
very much to attend scientific evening
schools, but the distance from their
homes practically forbids such enjoy-
ment to all but comparatively few. The
formation of a bank club for the ex-
press purpose of conducting such an
evening school of instruction in mat-

NATION’S BANKING LAWS

AT a special session of the American
Academy of Political and Social Sci-
ence held in Philadelphia December
eighth, . Senator Aldrich, chairman of the
National Monetary Commission, said:

“The structural weakness and practical
defects of our national banking system are
shown by the relative growth of national
banks and State banks and trust companies
in the past twenty-five years. Within this
period the number of national banks has
increased 4,268, while the number of State
banks and trust companies has increased
11,085. The capital and surplus of the State
banks and trust companies have increased
in the same time from $175,000,000 to $1,-
283,000,000. In many important commu-
nities practically all of the banking business
is carried on by State trust companies.
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ters pertaining to higher business, ac-
countancy and banking laws and cus-
toms would, it seems to me, form a very
attractive feature of the bank.

With rent, light, heat and janitor’s
service furnished by the bank, this club
could be conducted at a nominal expense
to the members, and if carried on in an
earnest and sincere way it would be of
inestimable benefit to the young men of
the community. Moreover, the good
use performed would not fail to react
beneficially upon the bank.

At set periods during the year cer-
tain of these lectures could be made
available to others beside the members
of the club. If care is taken in send-
ing out the invitations to those on the
lists of desirable depositors who may
be reached best that way, the club will
be found a very great adjunct in help-
ing build up the business of the bank.

It is a curious principle that any
effort to do some real good to others
seldom fails to be appreciated. The
effect is not always quickly noticeable,
but sooner or later the good put out re-
turns with interest. This principle is
particularly noticeable when applied to
efforts by a group of men to assist
others through the transmission of use-
ful information. Conviction that the
results will be of benefit to the institu-
tion adopting the plan furnishes the
reason for its suggestion.

WORN OUT, SAYS ALDRICH

“If we are to give the banks of the coun-
try and of every section an opportunity
which can only be afforded by the general
government for association and coéperation,
the result must be of such a nature as to
be mutually beneficial to all banks and clear-
ly in the interests of the people of the
country as a whole.

“It must be an organization that will, as
far as possible, insure reasonableness and
steadiness of rates of discount throughout
the country, that will prevent the possibility
of bank suspensions in the future. It must
be an organization which will have both the
power and the purpose to maintain at all
times, under all circumstances, the credit of
the great people whose interests it is bound
to serve.,”
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Conducted by Charles A. Conant

CONVERSION OF THE JAPANESE DEBT

AN interesting summary of the man-

ner in which the Government of
Japan has during the past year en-
deavored to substitute four per cent.
for five per cent. obligations is given in
the first number of “The Oriental
Economic Review,” which appeared
early in November under the direction
of Mr. Motosada Zumoto. A syndicate
of fifteen leading bankers of Tokio and
Osaka was formed in February last to
take the new four per cent. bonds. The
Government issued a statement, show-
ing that the entire public debt of
Japan amounted to 2,585,000,000 yen
($1,292,500,000), bearing an interest
of $61,000,000 per year. The conver-
sion was directed chiefly to the large
amount of the bonds absorbed at home,
representing about $661,500,000, rather
than to the loans placed on the European
and American markets. It was calcu-
lated that if the domestic loans were
converted into four per cent. bonds, to
mature in sixty years, and to be issued
at the price of 95, the Government
would be able to save 10,170,000 yen
($5,085,000). The Government had in
view not merely the saving on the debt,
but that “there would be a general de-
crease in the rate of interest on local
and other debentures and a general
change in the attitude of the investing
public.”

With these objects in view, the Gov-
ernment issued two blocks of four per
cent. loans, each for 100 yen, at the
price of 95, to remain outstanding for
ten years and to be subject to call dur-
ing the following fifty years. The
syndicate was to receive a commission
of one per cent. Interest to be paid for
the first year was that of a full coupon.
This was a kind of bonus to the sub-
scribers, for the rate of interest for the
first year would actually amount to 6.6
per cent. as against the money paid in.
From the second year, the actual in-
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terest was 4.23 per cent. In order to
make the issue a success, the Govern-
ment lowered the interest on Postal
Savings Bank deposits, and caused the
Bank of Japan to take a similar step.
Moreover, it permitted the intending
subscribers to the new loan to offer five
per cent. bonds in exchange under very
favorable terms.

Under these circumstances, the issue
of the four per cent. loan, amounting to
200,000,000 yen (or approximately
$100,000,000), was successfully carried
out. There were 589,049,685 yen
worth of domestic loans, at the end of
January, 1910, which the Government
could call in if it wanted to do so, their
term having expired. On account of
the new issue, therefore, the Govern-
ment could call in nearly 190,000,000
yen $95,000,000) of the five per cent.
bonds.

After the redemption there remained
roughly 400,000,000 yen ($200,000,000)
of domestic bonds still to be repaid. In
order to partly cover the difference, the
Government announced on April 30, the
issue in France of a four per cent. loan
amounting to 450,000,000 francs
($87,075,000), and on May 6, that in
England of a similar loan amounting to
£11,000,000 ($53,696,500). Both were
to remain standing for ten years and
to be repaid in the following fifty years.
The issue price was 95.50 francs for
the French loan and £95 for the Brit-
ish loan.

The Government receipts from the
French loan, after subtracting commis-
sions and other expenses, are presumed
to be 158,000,000 yen ($79,000,000)
approximately. With this sum, the
Government announced the calling in of
190,092,000 yen worth of five per cent.
bonds. The deficit had to be made good
by an appropriation of nearly 20,000,-
000 yen ($10,000,000) from the Debts
Readjustment Fund (in the general
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budget) and also from the British loan.

The bulk of the latter loan, amount-
ing to 107,393,000 yen, was spent in
calling the domestic five per cent. bonds,
which had been sold in London in 1897
and 1902 with the Goyernment indorse-
ment as regards the exchange quota-
tions. These bonds amounted to
93,000,000 yen ($46,500,000). After
the redemption, it is believed, there
must be a balance of the Government
receipts from the British loan of about
5,000,000 yen ($2,500,000).

Japanese domestic loans on January
31, 1910, amounted to 1,419,874,589 yen
($700,000,000 in round numbers). Of
this sum, 830,824,954 yen belonged to
that category of bonds which must still
remain outstanding. Of the remaining
589,049,636 yen 500,000,000 yen
(%250,000,000) have been repaid thus
far during this year from the proceeds
of the conversion loans and from the
general budget account. The balance
is covered by exchequer bonds (third
issue), to be repaid from the general
budget next year.

BRITISH CONSOLS AND THE
SAVINGS BANKS
AY

interesting analysis of the rela-

tion of the price of consols to
the purchases of such securities by the
savings banks is presented by Mr. A.
H. Gibson in the “London Bankers’
Magazine” for November. The article
has a bearing upon some of the solu-
tions proposed for the present situation
in the market for the two per cent.
bonds of the United States. It appears
that even Great Britain, with her high
credit, has not been able to keep even a
two and one-half per cent. security
from falling far below par when the
artificial prop of purchases for the sav-
ings banks has been removed. There
as here, a mistake seems to have been
made in estimating the value of govern-
ment credit. The query is raised by
Mr. Gibson why the government should
have carried through the conversion
scheme of 1888 if it had no reasonable
grounds for believing that the price,
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after the second reduction of the in-
terest rate in 1903, would remain in
the neighborhood of par. "He declares
that “the very fact of British credit
remaining stationary over the forty-year
period, — 1885-1874 — precluded any
financier drawing the conclusion that
the rise in prices after 1874 was the
direct outcome of a rise in British
credit, yet the government of the day
drew that conclusion.” It is further
pointed out that an examination of the
buying of consols on savings bank ac-
count “should have convinced anyone
that when the government bought ex-
tensively, the price of consols rose, and
when it diminished its purchases, or its
sales exceeded its purchases, then the
price once more fell.” On the contrary,
the higher the price rose, the more con-
sols were bought, and while the govern-
ment was more or less restricted in its
field of investment, it was entirely com-
petent to have brought an act into
Parliament to have widened the field.
Taking due account of the fact that the
interest rate was reduced in 1889 from

- three to 2 and three-fourths per cent.,

the following table of purchases for the
post-office and trustee savings bank
funds illustrates the manner in which
the price was artificially bulled by sav-
ings bank purchases, and fell off when
such purchases fell off:

Year Excess pur- Av. price of

ended chases of Consols for
Dec. 31 Consols. the year.
1881 ........ . £11,199,780 100
1882 ..... . 11,580,034 100 1-2
1883 ....... . 11,556,733 101 3-16
1884 .........00nn 10,537,410 101
1885 . .ovevviiennn 4,907,063 991-3
1886 .............. 5,451,461 100 +-5
1887 ....iciiiinnnn 7,182,388 101 4-5
1888 ........ ...t 10,127,782 99 1-2
1889 .............. 8,949,763 98
IR90 .............n 2,048,347 96 1-3
1891 .............. *1,923,160 9534
1892 ... 3,029,193 96 11-16
1893 .............. 2,514,813 98 1-2
1894 ............ 11,130,476 101 1-16
1895 ...t 15,353,228 106 1-6
1896 ........ccnvn 15,630,057 110 3-4
1897 ....iiiiiiin 9,560,371 11213-32
1898 ... . 0innn 6,293,081 110 15-16
1899 ........0ihenn 2,804,319 106 7-8
1900 ......covvvnnn *746,562 99 5-8

* Excess of sales over purchases.
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This cxperience of the British Gov-
ernment may afford an indication of a
means for getting rid of our two per
cent. bonds by transferring them to the
postal savings bank as its deposits in-
crease, but it would undoubtedly be
necessary to increase the rate of inter-
est upon bonds thus acquired by the
savings bank, in order to afford the
institution sufficient income to pay de-
positors the rate fixed in the postal
savings law.

THE AUSTRO-HUNGARIAN GOLD
STANDARD

THE effort to establish an independ-

ent bank of issue for Hungary
has been practically given up and nego-
tiations have reached an advanced stage
for the continuation of the charter of
the Austro-Hungarian Bank upon the
old basis. The occasion has been
seized, however, by Hungarian states-
men to demand that the gold standard,
which was provided for by the law of
1892, shall be made effective by the
compulsory redemption of the notes of
the bank in gold. The philosophy of
the discussions which have been going
on in Vienna on the subject are thus
outlined by the Vienna correspondent
of the “London Economist” of October
5 last:

“The governments of Austria and
Hungary have passed through a very
critical period of the negotiations which
are to settle definitely the question of
the common bank, the statute for which
is about to be renewed. The Hungarian
Chauvinists’ untiring efforts to obtain
an independent Hungarian bank have
been defeated, and every reasonable
Hungarian admits to-day that Hun-
gary’s credit would have suffered severe-
ly had the Independent party succeeded
in severing the economic ties which bind
Hungary to Austria, and consist in a
common customs frontier and a common
note-bank. But even the successors of
Dr. Wekerle and Franz Kossuth have
not been able to obtain an unconditional
surrender in the question of the com-
mon bank, but have been obliged to

make the immediate return to cash pay-
ments an absolute condition for Hun-
gary’s consent to the remewal of the
bank statute. Both the Austrian
and Hungarian Governments were
several times on the verge of tendering
their resignation while the negotiations
lasted, and the danger of a double crisis
is only just over, since an official com-
munication is published to-day to the
effect that the Premiers and Finance
Ministers of Austria and Hungary have
sicceeded in overcoming the greater
part of the differences of opinion held
on the subject of the return to cash
payments in either half of the Dual
Monarchy. The question has so far ad-
vanced that at present the two Finance
Ministers are discussing with the lead-
ing persons of the bank the principle
on which the details are to be arranged
by the experts on both sides. Conces-
sions had to be made on both sides to
obtain this satisfactory result. The
Hungarian government had to give up
their demand that the date for the re-
turn to cash payments should be fixed
immediately, and the Austrian govern-
ment had to give up the principle by
which the question of cash payments
could only be settled in Parliament.
Although the official communication does
not give any information on the points
of the agreement, it may be assumed
that the Austrian government is giving
guarantees that the return to cash pay-
ments will not be delayed for political
or other reasons when a financially fa-
vorable moment shall have come, and
that the Hungarian government pro-
mises not to insist upon fixing the date
at a financially unfavorable time. It
should be noted that since 1892 Austria
has actually returned to cash payments,
since there is no rate of exchange be-
tween paper and metal currency. The
banknotes issued by the Austro-Hun-
garian Bank bear the following inscrip-
tion: “The Austro-Hungarian Bank
at the tills of its head establishments in
Vienna and Budapest on demand imme-
diately pays for this note 20 crowns in
legitimate metal coin.” If the new
bank statute contains an agreement as
to the return to cash payments signed
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by both governments, this will be the
keystone to the Austro-Hungarian cur-
rency reform.”

THE RECENT ENGLISH BANK
FAILURES

THE recent suspension of payments

by the Charing Cross Bank in
London has directed renewed attention
to the freedom from supervision which
exists under English law for all kinds
of banking institutions. In spite of re-
peated warnings from the London press
during recent years, certain sections of
the public appear to be willing to en-
trust their money to any institution
which puts up the sign “Bank” and
offers exceptional rates of interest. The
Charing Cross Bank was practically a
one-man affair, owned by A. W. Car-
penter, who himself took the step of
closing the doors. The institution had
a considerable number of branches in
various parts of the United Kingdom,
and pursued the policy of expensive
advertising and paying high rates of
interest on deposits.

No clearer indication of the lines on
which the concern was run can be found
than by a study of its advertisements
and circulars. In one of these it is
stated that “loans will be granted at a
few hours’ notice on personal security,
jewellery, etc., without removal.” In-
terest on deposits was allowed at the
rate of five per cent. per annum for
money under three months’ notice, seven
per cent. on deposits under twelve
months’ notice, and no less than ten per
cent. on money placed with it for a
period of five years. The rate of in-
terest on current accounts was as much
as two and one-half per cent. From
these particulars it will readily be scen
that the concern did not carry on ordi-
nary banking business, and it is there-
fore not surprising that it was not held
in high regard by financial people.

The liabilities ranking for dividend
are estimated by the debtor to amount
to no less than £2,500,000, while the
assets are cxpected to produce only
about £360,000, and the value of some
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of these is decidedly problematical. In
addition to these assets the debtor held
an interest in certain gold-bearing land
in the Transvaal, in the New Canadian
Co., Ltd., and in the Atlantic, Quebec
and Western Ry. This latter is con-
sidered to be the chief asset, but only
twenty-one miles have been completed
and opened for traffic to date out of a
total proposed length of 362 miles,

When the doors of the Birkbeck Bank
were opened for business on the morn-
ing of Friday, November 11, it was
found that many of the bank’s deposi-
tors had taken fright (which was not,
however, shared by the financial com-
munity) at a circular which had been
anonymously issued, urging them to
withdraw their money immediately from
the keeping of the Birkbeck Bank, the
reason given being that this institution
was involved in the failure of the Char-
ing Cross Bank. The assertion was
quite unfounded, for there is no con-
nection whatever between the two con-
cerns and their businesses are utterly
different, the one from the other; but
as a consequence of the issue of this
circular, some hundreds of timid de-
positors congregated at the entrance of
the bank in the morning, and a special
force of about thirty constables had to
be requisitioned to preserve order. This
was easily done, however, by the peo-
ple being lined up into two queucs at
the rear entrance of the bank, the front
entrance being merely used as an exit.

As the day proceeded, however, it was
clearly seen by many that there was no
solid foundation for the anxiety evoked,
for it became quite clear that the bank
had ample funds in hand with which to
meet all demands made upon it. Later
in the day an official announcement was
made by the bank to the effect that sub-
stantial assistance had been given by
the Bank of England, and the knowl-
edge of this fact succeeded in reassur-
ing the shaken confidence of the de-
positors. As in the case of the Charing
Cross Bank, thosc having money in the
institution were chicfly of the middle
and working classes.

The Birkbeck Bank, so far as is
known, has always been well managed.
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This, however, is not the first time that
a run has been made upon it, the pre-
vious occasion being in 1892, following
the failure of a number of building
~ societies, among which this institution
was then classed; and the resisting
power of this concern had the effect,
after the run had subsided, of doubling
its deposits. Since that time the class
of business transacted has become al-
most purely that of banking, and the
deposits have continued to expand, un-
til they now amount to the respectable
sum of about £11,000,000. Its assets,
too, which amount to £12,3800,000, are
of a very substantial character, includ-
ing as they do £726,600 in mortgages
and loans and property on hand; £8,-
741,000 in gilt-edged securities; £700,-
000 in ground rents, bank buildings,
etc., and £1,070,000 in cash on hand
and at the banks.

THE BANK CRISIS AT SHANGHAI

HE unusual occurrence of a bank
panic in China marked the month

of October at Shanghai. The Yuan
Fen-Yung Exchange Bank was unable
to pay a draft of 75,000 taels, and
closed its doors. Its branch at Pekin
did the same, and was followed by six-
teen other native banks. The amount
involved, according to the ‘“London
Economist,” of November 5 last, was
variously estimated at from 1,500,000
taels to 13,500,000 taels. Various
causes were responsible for the crash.
Most immediate was the dismissal of
the Taotai of Shanghai, who, in his de-
sire to rehabilitate himself by showing a
surplus in his accounts, called up all
the funds for which he was responsible.
Since the Yuan Fen-Yung Bank had
the handling of the customs revenue
and the indemnity payment, it was the
first to feel the pinch. But the rubber
boom was at the bottom of the trouble:
as much as ten million taels is said to
have been borrowed from the banks to
buy shares, principally by natives, and
since the slump the loans cannot be cov-
ered. Government refused to relieve
the situation by postponing the time of

payment of the indemnities; but it as-
sisted the market by setting free other
funds through the Ta-Ching and Com-
munication Banks.

One of the incidents of the crisis was
a run on the Ning-po Commercial Bank
at Shanghai. We quote the following
description from the “North China
Herald”; it shows that there is not
much difference between East and West
when it comes to a run on a bank:

“From behind the counter one caught
sight of rows of anxious faces, and out-
stretched arms, flourishing precious
pieces of paper, were thrust through
the grille in the hope of attracting at-
tention. At short intervals stout pad-
locked boxes, each containing $5,000 in
silver, were brought out of the strong
room. As soon as they were unlocked
the packets of dollars were removed
and weighed, any packets that were
broken being thrown aside for counting
and repacking. Above the clamour of
the waiting crowd could be heard the
clicking of suan-p’ans—the Chinese
abacus—as they moved under the deft
fingers of the staff. As the dollars
were handed across the counter the
obvious anxiety of each recipient gave
place to a look of intense relief. Some
depositors who withdrew large amounts
were scarcely able to stagger out of the
bank with the load. At the end of the
day it was understood that the run had
practically finished.”

BANKING IN AUSTRALIA

THE celebration by the Bank of

Australasia of the diamond jubi-
lee of its foundation, which occurred
on October 6 last, was made the occa-
sion by the Chairman of an interesting
review of the expansion of the bank and
general conditions in Australia. A
bonus of ten per cent. was distributed
by the bank on salaries, absorbing about
£20,000, and an extra dividend was paid
to shareholders. The chairman pointed
out, as his remarks are outlined in the
“London Bankers’ Magazine” for No-
vember, that much had happened in
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Australia during the last few years and
that if the experience which followed
the crisis of 1892-93 were repeated, it
would not be attended by such adverse
consequences to the bank and its share-

holders, since the directors had made

provision for every contingency.

Considerable expansion was reported
by the bank in the past three years,
the management having added forty
branches in Australasia and New Zea-
land, and this, of course, had meant a
considerable outlay, but, nevertheless,
profits had steadily improved. The
chairman dealt with two measures which
have been under consideration by the
Australian Legislature, and which may
have a considerable bearing upon bank-
ing business. One is the bill for the
purpose of establishing the federal note
issue, and the other is the bill for the
levy of a very considerable amount of
additional taxation on land.

As regards the introduction of the
federal note issue, one effect it will
have will be to put a stop to the note
issue of the Bank of Australasia, which
for many years it has carried on with
some profit to itself and considerable
advantage to the community. The other
bill will affect the bank, inasmuch as it
will tax not only the site value of its
premises, but also any landed property
that may come to it in the course of
business, either through foreclosure or
in other ways.

THE FRENCH BANK OF THE
RIVER PLATE

THE success of the French in seizing

an opportunity for participation
in the development of Latin America is
illustrated in a striking way in the his-
tory of the French Bank of the River
Plate. Although founded in 1886, the
operations of the bank were compara-
tively modest in amount down to the
beginning of the present century, when
the outburst of commercial activity in
the Argentine began to attain serious
proportions. The charter of the bank,
originally fixed for thirty years, from
November 20, 1886, was extended in
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1908 to December 31, 1950. The cap-
ital, which remained at only $3,000,000
down to 1904, was increased in that
year to $4,000,000; in 1905 to $8,000,-
000; in 1907 to $12,000,000; in 1909
to $16,000,000; and in 1910 to $20,-
000,000. It is proposed to raisc the
amount soon to $40,000,000.

It has not been difficult to obtain sub-
scriptions for new capital in view of the
generous profits shown by the bank
since the close of the last decade. The
net profits earned in the year 1900 were
866,955 francs ($170,000), which in-
creased in 1905 to 1,962,716 francs; in
1906, 8,689,898 francs; in 1907, 4,688,-
015 franes; in 1908, 5,985,520 francs;
and in 1909, 7,012,760 francs ($1,853,-
000). The rate of dividend for the
past five years has been forty-five
francs, or nine per cent. per share.
Branches of the bank have been ex-
tended to all the important centers of
the Argentine Republic and aid has
been given in the creation of a new in-
stitution, with a capital of $2,000,000,
known as the Argentine and French
Bank.

The outstanding loans and discounts
at the close of the year, which were
only 40,141,000 francs in 1900, had
risen for 1909 to 198,841,000 francs.
Deposits during the same period in-
creased from 48,997,000 francs to 172,-
878,000 francs ($88,270,000). The
surplus at the close of 1909 amounted
to $1,940,602, which was more than
twelve per cent. of the paid up capital.
The amount has been increased since
the close of that year by a considerable
premium on the new shares, which were
placed during July last.

THE GREEK MINOR COINAGE

SLIGHT modification has been

made by the members of the
Latin Monetary Union in the last con-
vention regarding subsidiary coinage, in
order to accommodate conditions in
Greece.  The other four govern-
ments,—France, Belgium, Italy and
Switzerland,—have agreed to modify



80 THE BANKERS MAGAZINE

the provisions of the protocol of the
convention of November 4, 1908, ac-
cording to which the profits resulting
from the coinage of new silver should
be employed by the Greek Government
in the redemption of bank-notes.

The_

modification consists in permitting an
amount of 2,000,000 francs derived
from this profit to be employed in re-
forming the minor coinage in Greece,
which is now redundant and of various
types.

QUARTERLY AVERAGES OF THE BANKS IN AUSTRALIA
June 30, 1910.

Banks,

Bank of New South Wales...............
Union Bank of Australia, Ltd..........
Commercial Banking Company of Sydney.
Bank of Australasia.....................
Bank of New Zealand..................
National of Australasia................
Australian Bank of Commerce..........
Commercial Bank of Australia...........
Queensland National Bank..............
E.S.&A Bank..............oviiunnnn.
Bank of Victoria.......................
London Bank of Australia..............
Colonial of Australasia................
City Bank of Sydney...................
Commercial of Tasmania
National of New Zealand
Bank of Adelaide.............

Royal of Queensland....................
Royal of Australia.....................
Bank of North Queensland..............
National of Tasmania...................

Coin and
Deposits. Advances. Bullion.
£30,385,894 £20,909,856 £8,505,327
18,199,904 13,234,126 4,471,983
17,332,622 18,292,569 4,765,784
15,578,019 10,985,126 3,532,455
13,890,508 8,856,130 2,584,587
9,247,737 7,567,824 1,531,936
3,591,715 8,329,235 512,581
5,317,405 4,815,450 1,106,455
6,450,316 5,981,933 1,467,904
4,536,573 5,580,846 929,706
5,822,695 5,868,437 814,002
3,930,311 3,456,578 607,770
8,460,304 2,978,092 520,068
1,324,500 1,285,301 181,270
1,553,378 1,650,550 255,581
3,620,414 2,742,941 831,574
3,031,972 2,207,068 598,645
1,361,880 1,405,034 424917
1,512,792 1,776,439 267,780
680,364 636,098 77,449
553,354 621,761 100,581
2,448,055 2,469,289 1,050,350
£153,875,662 £121,595,801 £35,138,405

PROPOSED AMERICAN BANK IN MOSCOW

HE Trade and .ndustry Gazette, of St.
Petersburg, has an article on the pro-
posed American bank in Moscow,

from which the following paragraphs are
translated:

“Such a bank, first of all, could do away
with all the middlemen and intervening in-
stances in the cotton trade between Russia
and the United States. At the present time
Russian manufacturers overpay considerable
sums to foreign and Russian commissioners;
besides this the process of accounting costs
them very dear. In connection with this it
is necessary to remark that the cotton trade
is comparatively well organized, inasmuch
as the American exporters and the Russian
importers belong to first-class commercial
houses. However, the trade with other raw
material and finished articles is overloaded
with many superimposeu expenses. Herein

opens a wide field for the activities of a
bank.

“The improvement in the technical side
of the banking business, together with other
measures which may be taken by the bank,
would in a great measure and with consider-
able force tend to the development of Russo-
American trade, the increase of the impor-
tation of products of American manufac-
ture, such as agricultural machinery and
their accessories, typewriters, etc., on the
one side, and, on the other side, the increase
of exports from Russia, such as skins, hides,
wool, camel’s hair, fur, peltry, linen, ete.

“For such a bank there would present
itself the problem of attracting American
capital for the ecxploitation and develop-
ment of the natural wealth of Russia, the
building of railroads and canals, and the
financiering of various loans.”
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Conducted by W. H. Kniffin, Jr.

THE SAVINGS BANK IN ACCOUNT WITH ITS
DEPOSITORS

By W. H. Kniffin, Jr.

T has been decreed—the deposit
ledger must go! The handwriting
has appeared on the wall, “Thou art
weighed in the balance and found
wanting.” Faithfully and well has it
served its day and generation, but its
day is past and its generation is pass-
ing, and in many banks it has taken its
place on the shelf of the “has-beens,”

lh':: en:oﬁnnd%m

11 io truss, for whom

Your residence 7 © § :Zfar/ v/

former. The increasing popularity of
the savings banks and the increasing
prosperity of the people, have brought
about such a growth, both in the num-
ber of accounts and the frequency of
the transactions, that modern times have
demanded better methods, and the
bound book had nothing to offer but its
age. How universal is the trend toward
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FORM 1—LNOSE LEAF LEDGER SHEET WITH SIGNATURE AND TEST QUESTIONS TAKEN AT THE TOP.
HENNEPIN COUNTY SAVINGS BANK, MINNEAPOLIS, MINN.

bearing between its covers the records
of the struggle of the multitudes in
their climb up fortune’s ladder.

It needs no monument, for none re-
gret its passing, and those who have
witnessed the advent of better things in
their institutions and must still earn
their bread by the scratch of their pen,
rejoice that it has gone. Its virtues are
so concealed and its defects so appar-
ent, that it would seem, without close
analysis, to be entirely void of the

the loose leaf and card systems, will be
seen (as stated below) by the fact that
in an investigation by the auditing com-
mittee of the American Bankers’ Asso-
ciation (Savings Bank Section), cover-
ing 600 banks, fifty per cent. of the
banks use one or the other, and but 128
out of the 600 still cling to the old idea.
The card ledger is not a new idea, as
many suppose, for a savings bank man
of national prominence is sponsor for
the fact that he found a savings bank
31
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in Holland using card ledgers twenty
years ago!

THeE Bounp Book PassiNg Away.

To say that the bound book has kept
good account with the depositors, is to
speak the literal truth;—it has “kept”
the account so firmly and so rigidly that
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FORM 2—CARD LEDGER WITH SIGNATURE AT
TOP. (SEE TEXT.) UNION DIME SAVINGS
INSTITUTION, NEW YORK

its very firmness has been its undoing,
and the cards and loose leaves have come
in to keep the account just as well, but
to let go when a tenacious grip has no
longer served a useful purpose.

As a book of account, to record the

liabilities of the savings bank, its life
has been long and useful,—too long ac-
cording to the notions of those who have
had to hunt among the ‘“‘ruins” every
time an account had to be found.

Like all things “ancient and honor-
able,” it still has its friends and de-
fenders, but these, one by one, are bow-
ing to the inevitable and joining the
ranks of the satisfied users of the loose
leaf ledger or the card system. Even
the “doubting Thomases” are admitting
that the disadvantages of the bound
book are so apparent, and the advan-
tages of the other systems so manifest,
that whatever merits the bound book
may claim are so outclassed by the
newer ideas that the weight of evidence
is clearly on the side of the modern sys-
tems. The subject has been treated by
the writer in these columns before, but
the current series has clearly led up
to the deposit ledger, and a review of
the subject in newer form would seem
to be timely.

We accept the fact without discussion
that it is of the highest importance that
the accounts of the bank with deposit-
ors shall be kept in such form as to be
readily accessible for posting and prov-
ing, yet permanent and in such arrange-
ment as to make alterations, substitu-
tions, and manipulations difficult, if not
impossible. The value of savings bank
records was forcibly demonstrated in
the case of Kelly vs. Buffalo Savings
Bank (New York Savings Bank Cases,
p.- 67), where the action was brought
nearly twenty-three years after the
death of the depositor and several years
after the last transaction that was ques-
tioned. The ledger account, being the
assembly of the original entries, is,
therefore, of vital importance, but not
more so than the deposit tickets and
draft receipts, which should be duly
preserved as original vouchers which go
to make up the ledger account. That
the deposit ledger has accomplished all
this is admitted, but in so doing has
“accomplished” so many other things
that it has discounted its own worth. It
needs no long argument to prove that,
while the records should be permanes,
they need not necessarily be sewed to-
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DEPOSITORS BALANCES

FORM 3—SKELETON LEDGER, TRIAL BALANCE AND INTEREST SHEET. TWO MONTHS ONLY SHOWN
ON ACCOUNT OF THE LENGTH OF SHEET. CARD SYSTEM USED FOR INDIVIDUAL ACCOUNTS,
SUPPLEMENTED BY THIS SKELETON LEDGER. THE CLERK WHO KEEPS THIS
BOOK 18 NOT ALLOWED T0 WORK ON THE CARDS. SOCIETY FOR

’ SAVINGS, HARTFORD, CONN.

gether and bound between Russia
leather covers.

TrE BouNp Book No SAFEGUARD.

History will demonstrate that the
bound book has not prevented defalca-
tions. Whether the safeguards thrown
around the cards and loose leaves are
sufficient to protect the banks from
losses on this score remains for the
future to determine. Certain it is that
more serious losses could not occur un-
der the régime of the loose leaf and
cards than has obtained under the bound
book. Recent cases in Massachusetts
and Maine, in which nearly half a mil-
lion was stolen from the banks and suc-
cessfully covered up in the ledger
accounts for many years, and an old
~one in New York by which the bank
lost over $850,000 in the course of
twenty years, amply demonstrate that
the ledger is not immune from attack
by a clever man. In the Massachu-
setts case, the bank made, or was sup-
posed to have made, recently, a thor-

ough verification of its pass book lia-
bilities as required by law. According
to the bank’s accounts the institution
was solvent; but when the true condi-
tion, as shown by the outstanding pass
books, was known, a deficit of over
$250,000 was revealed. The legisla-
tive committee that investigated this
case severely condemned the trustees for
not requiring yearly audits by outside
accountants. In the last analysis, there-
fore, it is not the bank’s ledgers, cards,
or loose leaf ledgers that tell the true
story of the amount due depositors, but
the sum total of the pass books. It is,
therefore, more essential that adequate
safeguards be thrown around this part
of the work, and that exhaustive peri-
odical verifications be made of the pass
books, than that the whole solvency of
the bank shall rest upon the accounting
system inside the institution. The aver-
age depositor can be depended upon to
verify the amount due him as shown by
the book in his possession, and manipu-
lation of the pass books is a dangerous
and rare practice. But manipulation of
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the ledger balances is one of the easiest
things imaginable in many institutions,
and is given less thought than any part
of the auditing work. This verification,
of course, must be frequent and thor-
ough. The laws of Massachusetts af-
ford an excellent example of what
should be done in this line, and the re-

further use save as records. While

“dead, they are unburied, and like all

things dead, but unburied, become of-
fensive. While they may be invaluable
as records, they are intolerable as a
nuisance.

(2) The accounts fill up and must be
transferred. This, perhaps, is one of

ports from the banking department of its greatest weaknesses. It neither
that State demonstrate the excellence of contracts nor expands. The dead ac-
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FORM 4—DRAFT AND DEPOSIT JOURNALS—SEPARATE BANKS

this idea in practice. Some banks have
verified as high as ninety-five per cent.
of the pass books in a period of six
months.

Tue Bounp Book UNEXPANSIVE.

The charges against the bound book
may be summed up as follows: (1) It
is full of dead wood. The time con-
sumed in finding the living among the
dead equals or exceeds the work placed
upon the living. It is impossible to
eliminate those accounts that are of no

counts cannot be taken out; the live
ones, or many of them, must be.

The latter is usually accomplished by
one of three methods: (a) Provide
blank leaves at intervals; blank spaces
likewise, or additional accounts unnum-
bered at the back. (b) Carry to the
nearest open space (blank space on
some closed account nearby). This is
quite largely the practice, but as will
readily be seen it takes the accounts out
of natural sequence and in the end pro-
motes confusion and delay in finding
the account. As one bank that has dis-
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carded this practice states, “Very often
this open space would not be found ex-
cept at quite a distance away from the
original page. It would, therefore, take
the account out of its rightful section,
or block, which, according to our sys-
tem, occasioned a difference in such sec-
tion, which required a long search to
rectify. This would be the case at
every half-yearly trial balance as long
as the account remained open.” This
idea has everything to condemn it and
nothing to commend it. (c¢) The clos-

tickets and pass books). The loose
leaves of a bank ledger, containing en-
tries, are competent, though not con-
clusive, evidence of the transaction to
which they refer, when they are proper-
ly proved by the testimony of the em-
ployees of the bank. (Queen City Sav.
Bank and Trust Co. vs. Reyburn, U. S.
Circuit Court, East Pa., July 81, '08.)
In a careful investigation of over one
hundred savings bank cases in the New
York courts, covering practically the
entire savings bank litigation of that
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DRAFTS AND DEPOSITS COMBINED.

SOME BANKS MAKE THE

ENTRY DIRECT, IN TIE CASE OF DEPOSITS USING NO TICKETS

ing of the old and the opening of a new
account every time the space is ex-
hausted. This needs no comment, as it
is about as lengthy a proposition as the
bank man handles.

Tue LecAL SIDE.

The bug-a-boo of legality, which has
been raised against the loose leaf and
the cards, is no longer an element to
consider. The courts have ruled so
plainly, and the logic is so clear, that
it is the original entry that counts, and
not the assembly of those original en-
tries, that it may be taken for granted
that the loose leaf will have as good a
chance in court as a bound book—pro-
vided it is properly authenticated by the
original entries (deposit tickets, draft

State, the writer has not found a single
case in which the amount has been in
dispute. It has usually been the omwn-
ership of the fund or wrongful payment
thereon, but not the fund itself. It may
be that in cases where the pass book has,
disagreed with the ledger, through the
manipulation of the ledger account by
the defaulter, the true balance could
only be ascertained from the pass book,
but in such instances the evidence is
clearly against the bank and in favor of
the depositor. But it is for his pro-
tection that the pass book was given
him.

SpeakINe oF THE CArp LEDGER.

The Auditing Committee of the
American Bankers’ Association, Sav-
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ings Bank Section, has steadily recom-
mended the card system. In the report
for 1907 the committee states: “In the
interest of conservatism, many bank
officers are opposed to the system, and
we would advise a thorough examination
into the whole matter before deciding
to make a change from books to cards;
we would advise writing to some of the
large banks now using cards, for their
experience and results; our replies from
such have been uniformly satisfactory
and even enthusiastic.

“As regards the danger of losing
cards, our inquiries tend to show that
this is but illusory. Experience has
proven that no loss of cards has really
been made; it is possible, however, that

WITHDRAWALS.
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made balances, which may be consulted
and compared at all times, and is of
greatest value when taking trial bal-
ances.” In one large bank that adopted
the card system, after most careful in-
vestigation, the order went forth that
any clerk found guilty of misplacing a
card would summarily lose his job. It
is needless to state that the original
force is still on the job, and the some-
what harsh order yet to claim its first
victim.

Again in 1908 the committee re-
ported, “The day of the old-fashioned
bound ledger seems to be passing; one-
half of the larger banks (from five to
5,000 accounts and upwards) use the
card ledger; the loose leaf is used by

orm
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cards may be misplaced or temporarily
missing, and as regards this, a very
simple method will enable one to dupli-
cate a missing card in a short time by
observing the following directions:
Draft and deposit tickets, after being
used for posting, should be filed away
seriatim, according to their numbers.
This requires but little additional work;
should a card be misplaced, a duplicate
card can be made for that account by
starting with a deposit according to the
trial balance, and posting to it the
drafts and deposits made since that
date, as will be readily found when the
draft and deposit tickets are filed
seriatim.”

The committee also recommended at
this time that ledger accounts be ruled
so as to be practically a duplicate of
the pass book pages, and also that the
balance column for both ledger and
book be used, “as it checks mistakes,
prevents overdrafts, supplies ready-

CASH WITHDRAWALS

more than fifty per cent. of the smaller
banks—while the bound book is used by
only 123 out of nearly 600 banks.” As
a further precaution against manipulat-
ing the cards, the committee in its 1909
report suggested that ‘“the depositor
affix his or her signature on the card at
the same time he or she affixes his or her
signature on the signature card or book
when opening the account. Should
such ledger card be abstracted and an-
other substituted, it would necessitate a
forgery of the depositor’s signature on
the signature card—a serious matter.
(Form 2.) Some banks not only take
the signature of the depositor on the
ledger card, but also the depositor’s
age, and father’s and mother’s names.
In small banks or small savings depart-
ments in discount banks, the signature
and full pedigree of the depositor may
be taken on the top of the ledger card,
thus saving time and money by dis-
pensing with the other signature or
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FORM 7—CARD LEDGER.

THE THREE-FIGURE TAB 18 AN ORIGINAL

TDEA. (SEE TEXT.)

CAYUGA COUNTY BAVINGS

BANK, AUSBURN, N. Y.

pedigree cards. (See Form 1.) This
latter suggestion is very good and
works well, except in cases where the
depositor does not write, or writes
badly, when the ledger heading is apt
to be “more artistic than beautiful.”
One of the best features of the card
ledger lies in the fact that by using
a steel cabinet and having a fire-
proof building, the cards may be left
in the desk over night without dan-
ger of burning, In fact, many if
not most of the new banks are using
steel filing cabinets for their books and
other records, thus saving the cost of
expensive vault room. The practice of
putting books behind six inches of steel
is gradually passing away—half an
inch in a modern building is sufficient.

Vaults are now used for securities and
money only.

IN WirNess WHEREOF.

Enough has been cited to warrant the
conclusion that the days of the bound
book are numbered, and that it is only
a question of time when either cards or
loose leaves (banks must settle the rela-
tive merits for themselves) will be quite
universal.* The following descriptions
of the working of the card system are
taken from letters on the subject from
bank men who speak from experience.

*The preceding paper (December, '10) has
ceveral suggestions on the use of the card
ledgers, In connection with posting and prov-
ifng methods.
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In the Springfield Institution for Sav-
ings (Mass.) all ledger cards on which
any transaction is to be entered are first
taken out and arranged numerically.
Those on which deposits are to be
posted are separated from those on
which drafts are to be entered. The
deposit and draft tickets are likewise
sorted numerically. At the first post-
ing the balance only is changed. The
cards are then turned over to another
clerk who enters on them the deposit or
draft as shown by the changed bal-
ance. These transactions are then run
off on the adding machine and the totals

THE BANKERS MAGAZINE

makes it much casicr to find any given
number, lessens the number of finding
cards by ten in each hundred in the ac-
counts of later datc, and in the older sec-
tions needs but onc for each five hundred
or thousand open accounts. In case a
card is misplaced the three figures en-
ables it to be found quickly, as it is only
necessary to look for that three combi-
nation figure out of its rightful place,
and there can be but one of them to
cach thousand accounts, while in the
other plan, therc are one hundred to
cach thousand. Different colored find-
ing cards are used for cach section as
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FORM 8—LOOSE LEAF DEPOSIT L.EDGER SWEET.

should agree with the totals as shown
by the teller.

A skeleton ledger is used as a check
(Form 2) in case a card should be lost
or mislaid or an attempt be made to
make falsc entries. On this ledger the
amount of the deposit or draft only is
cntered. This is posted daily by clerks
who make no entries on the card ledger.
The trial balance is obtained from the
skeleton ledger by comparison, account
with account, ledger and card. The
totals of the accounts on ecach page of
the ledger are compared with the totals
of the same accounts obtained from the
cards by adding machine.

In the Cayuga County Savings Bank,
Auburn, N. Y., instcad of one inder
figure at the top of the card, the three
terminal figures of the account number
arc printed in addition to the full num-
ber in the usual place. (Form 7.) This

RULED MOR FIFTY ENTRIES

an additional safeguard against drop-
ping a card in the wrong tray. Closed
cards are kept in a separate tray until
the next trial balance is taken, when
they are filed in numerical order. This
allows checking back all postings for
the six months, in case it becomes neces-
sary, although in five ycars’ usc of the
card system this bank has never had
occasion to do this. When cards are
full on both sides, new ones arc inserted
in the same placc and under the same
numbcr, and when the account is finally
closed, all transactions thercon are
found together in one place. Accounts
have been known to have been trans-
ferrcd as high as thirty times on the
old style ledgers, and the difficulty of
tracing back the account will be easily
manifest.**

**From a letter by S. M. Eddy, bookkeeper.



THE SURPLUS, THE INTEREST RATE AND THE
ALDRICH LAW*

IT is a rcasonable assumption that,

aside from specially endowed leg-
islators, all ordinary mortals are agreed
upon the desirability of the surplus
fund. But the point under considera-
tion is not directed here; but, rather,
how are we to adjust our bank affairs,
through the means of the interest rate,
to help accumulate funds and after ac-
cumulation, on what basis is the amount
to be calculated.

Here let us deliberate on whether
many of our institutions have not been
giving too much thought to the form
and too little to the substance.

When a savings bank has gathered
together an ample surplus, as common-
ly accepted, it is but little, if any, con-
cerned as to what form of calculation is
the strictly correct one on which to
estimate its true surplus; for the ob-
vious reason that under normal, or even
average sub-normal, conditions, it will
by any system of valuation prove to be
well removed from the danger point of
insolvency.

Some of our trouble in the past was
our failure to secure for ourselves a
sufficient quantity of assets over liabili-
ties (of any form) to deserve the title
of good managers. Rather we had
aspired to first become accountants, and
the result was that, in some instances,
we but poorly succeeded at either.

The general belief as to the proper
proportion of surplus to hold appears
to have been a disputed quantity all
during our savings bank history.

Tue LiMmiT oF SurpPLus.

Starting with the earliest charters,
the maximum was three per cent.; by a
second jump it went to ten per cent.,
and finally we come to the fifteen per
cent. limit of our present law. What
influences caused this increase are not

®* Read before the Savings Bank Sectlon,
New York Chapter A. T. B, by Victor A.
Lersner. Asst. Cashier, Willlamsburgh Savings
Bank, Brooklyn.

rcadily apparent; possibly they came
as a natural accompaniment of our
wonderful development, but if the real
explanation be .missing, let us suspect
it was due to a higher degree of intelli-
gence being invested in the craft.

Many wise men argue against the
scnse or need of so high a limit, con-
tending that it is disproportionate to the
likely amount of loss by either deprecia-
tion of assets or increase in deposits,
and its effect bears unfairly upon the
present depositors to protect and profit
those of the future.

This order of reasoning, based upon
the idea of bare necessity of surplus, is
rather convincing, but let us stop and
ask ourselves, “Should trustee savings
banks be content to rest in their efforts
after having accumulated only sufficient
surplus to merely insure the re-payment
of principal and earned interest?”

There scems to be some measure of
excuse for us to strive for greater re-
serve powers than “the least possible,”
if, for no other reason, that the pres-
ent average interest rate as measured
by the usual earning power of money
from conservative investments is quite
a fair return to our depositors, who in
the main are conceded incapable of mak-
ing their own investments and who
above all things desire security. Recal-
izing this latter fact, as we do, it should
be our first duty to so manage our great
trust as to almost, if not entirely, guar-
antee these immense savings to their
owners.

Of course, it is next to superfluous to
dwell upon this latter note to bank men,
and there is no reason to fear that our
magnificent record of the past and the
present reputation for unquestioned sc-
curity will ever be shattered by the dire
consequences of just one savings bank
failure in our State.

There are so many phases of this
topic of “Surplus and Interest Rate” as
to effect our viewpoint with the differ-
ences of our circumstances. It would
come to some bankers as a combined
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question, while to others as two distinct
ones.

For a bank with a modest surplus and
an ambition to increase this amount, the
interest rate is a prime factor in its
deliberation, in that through this chan-
nel will run a larger or smaller flow of
excess earnings according to the higher
or lower interest rate.

Remembering, as we must, that a re-
duced dividend not only adds directly
to surplus, but by the inevitable loss of
deposits automatically reduces liability
and thus assists toward accumulation.

I am unwilling to leave this topic
without considering it in connection with
the censure from some of our members
for our failure to act in absolute unison
on the question of dividends. The
theory of our censorious ones being: we
are all engaged in a work having a com-
mon purpose—the encouragement of
thrift—and that the strong should re-
sist all selfishness or idea of making
use of their advantages, and so govern
their affairs that the weak will be able
to do that which is necessary or desira-
ble (as the case may be) without incon-
venience to the weak.

Tue “CoMmmoN Cavuse.”

But there is another side to this ques-
tion. Admitting we have a ‘“‘common
cause,” as between banks and deposit-
ors, does it follow we are, or should be,
a common unit as between bank and
bank ?

The idea of mutuality is not con-
ducive to the highest order of individual
attainment, and every bank should
covet the privilege of independent ac-
tion. The idea of community of inter-
ests is stretched a bit too far when the
weak seek help from without, rather
than help themselves, neLp, of course,
meaning reduction of dividends.

Banks feeling they can well afford to
pay a higher rate of interest than do
some others, should not be charged with
violating any of the true principles of
the “common cause.” The depositors
will expectedly turn their way and, of
course, from the lower dividend banks;
but bear in mind this is the same money

and usually the identical bills, and as
well the same depositors as before.
They have not withdrawn from the
“common cause,” but merely used their
given right of selection and choice.

Rather than quarrel with this change
of heart, the bank losing the accounts
should “speed the parting guest,” for it
is by just such movements that banks
are brought into equal and co-relative
power.

This very movement of transfer
works as a mightly leveling force in
bearing so heavily upon the receiving
bank as to increase liabilities and con-
sequently reduce surplus. The effect
of this action needs no explanation.

Wuicn VALUE?

With whatever appearance of courage
we may discourse upon the interest rate,
I for one find a definite timidity in the
very thought of contact with surplus.

It has engaged our most accomplished
students and practitioners and but few
have survived as worthy contestants.
The first struggle as I know it was be-
tween par and market champions, and
after a one-sided engagement which
promised to leave “market” an undis-
puted authority for all time, we were
recently startled to find another knight
raising his lance and calling himself
“investment.” His advent has been re-
ceived with amazement by some, admira-
tion by others, and truth to tell, a few
have sneered and scoffed, but he looms
large in this arena. The last thrust
was given by “market” champion at
Los Angeles, but we have greatly mis-
taken our “investment” contender if he
does not return the attack before long.
While this feud is most interesting to us
as onlookers, have we not come to a
time where we can suggest an armistice ?

Now dropping any attempt at figura-
tive reference and seriously considering
the two measures of surplus values by
market and investment bases, have we
not been offered the means whereby we
can sink all differences of opinion and
declare that either system, or both, is
correct, but neither any longer posses-
sing the effectiveness of formerly, in
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that their necessary employment is not
essential in our calculations to estimate
reserve factors.

"SurprLus DEFINED.

I choose to define surplus as that
agency which stands for insurance
against loss. Loss of any kind, but
principally against loss by enforced
realization of our assets, to meet the
demands of insistent depositors for their
balances.

These demands naturally occur at
times when the stock and bond market
is at the most unfavorable point for
realization, and loss must ensue if we
are compelled to liquidate.

This has been definitely true in times
past and is one of the possibilities with
which all conservative bankers reckon.
But while such untoward happenings
are infrequent and usually far enough
apart to allow the unfortunate ones
ample opportunity to recoup before re-
occurrence, I am prompted to ask if
even these rare periods of loss need be
considered as a necessary or even likely
complement of our business in the fu-
ture.

The bridge which I look to, to carry
us over the bad spots in our business
road, is that part of the Aldrich law
which provides for emergency currency.

Here we have these five hundred mil-
lions of this money ready to be called
for, and it is very likely to be in de-
mand when we are besieged by clamor-
ing depositors.

With the assistance of this fund will
we find ourselves replenishing cash ac-
counts as formerly, with the proceeds
of sacrificed bonds? Rather it is quite
within reason to suppose that when we
are again forced to secure currency
with which to meet runs, we will test
this law by seeking the consent of the
Superintendent of - Banks to hypothe-
cate some of our bond holdings and then
through the offices of a qualified na-
tional bank secure the equivalent of cir-
culation for our pledged bonds.

I am not alone in the faith that we
may be able to resort to this mechan-
. ism to bring instant relief to a trying

situation. If this faith is well founded,
we need but await the return of quiet
and order to find ourselves able to take
up our pledges and return them to our
strong boxes to be kept either for an-
other similar use or hold them until ma-
turity, which is the original intention,
in most, if not all, our bond purchases,
and it is just this medium which I feel
will allow us to realize this intention.
If such facilities exist, and I firmly
believe they do, then I conceive of little
need to argue or discourse over which
method or system of values is to be
used to distinguish our surplus holdings
—s0 long as we have sufficient of this
precious sum to be clearly distinguished
—be it by par, market or investment.

NATION’S LIBRARY GROWS

Now Ranks Third, and Predicted It Will Be
First

ITHIN a few years the Library of
Congress will occupy the supreme
position in numerical strength

among the libraries of the world. It now
ranks third, with the Bibliotheque Nationale
and the British Museum holding first and
second positions, its librarian says.

The annual report of Librarian Herbert
Putnam submitted to Congress shows that
in the ycar 1909-1910 there were added
90,473 volumes, making the total possessions
of the library in printed volumes 1,798,158.
There are 118,165 maps and charts; 517,806
volumes and pieces of music and 320,251
prints.

NEW COUNTERFEIT $2 SILVER
CERTIFICATE

ERIES of 1899; check letter “C”; face
plate No. 1044; W. T. Vernon, Regis-
ter of the Treasury; Chas. H. Treat,

Treasurer of the United States. Small por-
trait of Wishington.

This counterfeit is apparently printed
from photomechanical plates on two pieces
of paper between which silk threads have
been distributed. The lathework is fairly
well executed, but the lettering, portrait, and
scrollwork are plainly the work of an ama-
teur. The number of the specimen at hand
is E15274608, the figures of which are of
irrcgular size and out of alignment. The
back of the note is more deceptive than the
face



TRUST COMPANIES

Conducted by Clay Herrick

UNIFORMITY

PLEAS for uniformity in trust com-

pany matters frequently make their
appearance at bankers’ conventions and
in the financial papers. One is readily
impressed with the desirability of such
uniformity in some matters and with its
impossibility in others. For fifty years
our tendencies have been towards a
firmer national spirit. We are one
great nation, and in most things State
lines are of negligible importance. The
desirability of making our institutions
homogenous throughout the country, so
far as practicable, is generally recog-
nized.

Yet it is idle to overlook the differing
conditions that exist and must exist, not
only in different sections of the country,
but even in different sections of the
same State. Rural communities every-
where face problems quite different
from those of the large city. The older
sections of the East, with customs and
institutions fairly well established, do
not meet the questions that are yet to
be settled in the developing portions of
the West and the South. There are
communities whose population is rapid-
ly growing;—there are others less pop-
ulous to-day than twenty years ago.
The manufacturing community and the
agricultural community have each their
peculiar problems. The trust company,
like the bank, faces certain conditions in
one place, and quite other conditions in
another place.

The ideal would seem to be uniform-
ity in those things in which uniformity
is possible and will contribute towards
stronger and safer trust companies, and
individuality in other things.

IN Wuat Is It DEsIRABLE?

In what things relating to trust com-
panies is uniformity desirable and pos-
sible? Suggestions have been made by
various authorities. Perhaps the best

2

known effort has been that of the com-
mittee on protective laws, appointed by
the trust company section of the Amer-
ican Bankers’ Association. This com-
mittee has been engaged in a vigorous
and intelligent campaign to bring about
the passage in all the States of statutes
forbidding the use of the word “Trust”
in titles of any concerns other than
those regularly incorporated under the
trust company laws, and of statutes pro-
viding for adequate State examinations
of trust companies, as well as for fre-
quent reports to State officials. It will
hardly be denied that uniformity among
the States in protective legislation of
this character will make for the inter-
ests of the public and of legitimately
managed trust companies. Other uni-
form legislation, some of it suggested
by this committee, would likewise be
desirable.

Every State should have an adequate
general banking law and a competent
banking department. It is not con-
tended that the detail of the laws
should be the same in all States, but
they should be adequate for the protec-
tion of the public against incompetent
or dishonest management. Much can be
gained, and nothing lost, by codperation
of State banking departments with the
Comptroller of the Currency in the mat-
ter of times of calling reports and of
making examinations. It is gratifying
to note that much progress is being
made in these particulars. The liquida-
tion of insolvent trust companies and
banks by the State banking department
instead of by receivers is a demon-
strated forward stép; and might well
be adopted in all the States.

President McIntosh of the trust com-
pany section, in his annual address at
the meeting in Los Angeles, called at-
tention to suggestions previously made
regarding the certification of bonds and
the duties of the trustees of bond is- -
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sues. He also urged an uniform sys-
tem of accounting for trust companies.
Discussions at various conventions have
shown that there is diversity in the
. forms of trustees’ certificates on bonds,
and still greater diversity in the respon-
sibilities assumed by different compa-
nies in accepting such trusteeships.
There is great need of unifomity here
for obvious reasons, and particularly as
the bonds circulate widely without re-
gard to the place of their issue, and
reach the hands of many persons utter-
ly ignorant of the duties assumed by
trustee.

ACCOUNTING.

In urging an uniform system of ac-

counting for trust companies, Mr. Mc- .

Intosh cites the railroads, of which he
says, “Their operations are just as di-
versified and intricate as those of a
trust company, so if uniformity of ac-
counts can be employed by them and by
banks, why can’t it be employed by
trust companies?”’

The uniformity in reports of national
banks has already paved the way and
proven the feasibility of such an uni-
formity in the accounting systems of
trust companies. This, of course, would
not mean uniformity in all the details
of the companies’ bookkeeping, but only
in the classifications and the general
methods. The advocates of loose leaf
books, or card systems, of bound books
might all maintain their preferences;
special methods demanded or thought to
be demanded by local conditions might
be used; and still all companies could
follow accounting systems having essen-
tial uniformity. There would be many
manifest advantages, including more ac-
curacy in comparisons, and more adapt-
ability to careful examinations by State
officials.

Bonp TRUSTEESHIPS.

Perhaps the most important matter in
which uniformity would accrue to the
benefit of the general public is that of
the responsibilities assumed by trust
companies when acting as trustees un-
der bond issues, already alluded to. Dis-

cussion of these responsibilities has
taken place at a number of the conven-
tions of the trust company section, and
a considerable difference of opinion has
been shown to exist among trust com-
pany officials. It is not surprising,
therefore, to find that the public, in-
cluding many bond purchasers, are
quite ignorant as to just what functions
the trustee has performed and what
liabilities he has undertaken in the cer-
tification of bonds. The times seem to
call not only for uniformity of practice
on the part of trust companoes acting
as such trustees, but also for a higher
standard of moral responsibility than
some companies have been accustomed
to assume.

Whatever the legal limitations of lia-
bility, the temper of the times holds the
trustee to a considerable moral responsi-
bility. The company which certifies a
bond issue without making enough in-
vestigation to assure itself that the un-
dertaking is legitimate and made in
good faith, and that the deed of trust
really creates a lien upon property hav-
ing a value somewhat commensurate
with the amount of the issue, will not
be held guiltless by public opinion if
the enterprise turns out to be a fake,
and ought not to be so held. The
smaller investors in particular attach
much significance to the trustee’s cer-
tification, and are, of course, the ones
who can least afford a loss. They can-
not expect the trustee to guarantee the
bonds, legally or morally; but may they
not reasonably expect the trustee to
guarantee that the bonds do not cover
deliberate fraud?

STATISTICS

HE 1910 edition of “Trust Compa-
nies of The United States,” pub-
lished by The United States Mortgage
and Trust Company of New York, was
delivered in November. It is put up in
the usual attractive form, and has a new
feature in the form of some general
statistics. The company. which pub-
lishes this valuable book for gratuitous
distribution, deserves great credit and
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the gratitude of trust company men
everywhere.

On an introductory page the interest-
ing statement is made that “The trust
companies of the United States guard a
treasure amounting at the very least to
$30,000,000,000. Of this total, over
$5,000,000,000 represents the value of
their own banking resources, and the
impressive sum of approximately $25,-
000,000,000 represents wealth which
they protect as trustees and adminis-
trators.”” The figure given as repre-
senting the amount of wealth protected
by trust companies in a fiduciary capac-
ity is necessarily an estimate, since in
comparatively few cases do trust com-
panies publish such information. The
estimate is made with great care, how-
ever, by persons competent to judge,
and may be taken as within the truth.
The amount staggers the imagination,
and shows how small a portion of the
real power and influence of trust com-
panies is revealed by their statements,
which ordinarily make no mention of
the amounts held in trust; and it should
certainly impress all thoughtful trust
company officials ancw with their re-
sponsibility for conservative manage-
ment of their companies and for con-
tinued effort to surround the business
with all reasonable safeguards.

The book gives statistics of 1,527
trust companies in the United States
and Canada, whose aggregate resources
are $4,610,373,112. The first issue of
the book, in 1903, listed 912 companies,
with aggregate resources of $2,988,-
047,346. During the seven years,
therefore, the number of companies has
increased from 912 to 1,527, or over
sixty-seven per cent, while the aggre-
gate resources have increased $1,672,-
825,766, or nearly fifty-seven per cent.

Of the 1,527 companies, 912 have re-
sources of less than one million dollars,
and 615 have rcsources of over that
amount. There are three companies—
two in New York and one in Chicago—

each of which has resources consider- .

ably exceeding one hundred million dol-
lars. Thirteen companics have re-
sources of between fifty and one hun-
dred million dollars each. Of these,

cight are in New York, two in Chicago,
and one each in Boston, Philadelphia
and Pittsburgh. One hundred and
seventy-two companics have resources
of more than five million dollars each.
Four hundred and forty-three, or twen-
ty-nine per cent, of the companies, have
resources ranging from one million to
five million dollars cach. The number
of companies whosc total resources are
within the limits named are as follows:
Over $100,000,000, three; between $50,-
000,000 and $100,000,000, thirteen;
between $40,000,000 and $50,000,000,
eight; betwcen $30,000,000 and $40,-
000,000, eight; betwcen $20,000,000
and $30,000,000, seventeen; between
$10,000,000 and $20,000,00, forty-five;
between $5,000,000 and $10,000,000,
seventy-eight; between $1,000,000 and
$5,000,000, 443; between $100,000 and
$1,000,000, 785; under $100,000, 127.

HIS DISTINGUISHING MARK

NE day a big city bank received the
following message from one of its
country correspondents: “Pay twen-

ty-five dollars to John Smith, who will call
today.” The cashier’s curiosity became
suspicious when a cabman assisted into the
bank a drunken “fare,” who shouted that
he was John Smith and wanted some
money. Two clerks pushed, pulled and
piloted the boisterous individual into a pri-
vate room away from the sight and hear:g
of regular depositors. The cashier wi
the country bank:

“Man claiming to be John Smith is here.
Highly intoxicated. Shall we await iden-
tification?” .

The answer read: “Identification com-
plete. Pay the money.”—Success Maga-
zine.

LOCAL REPRESENTATIVES
WANTED

HE Baxrkems MacaziNe wishes to se-

cure a local representative in each of

the large citics of the country to secure

subscriptions and to act as a general repre-
sentative.

Liberal arrangements will be made with
responsible persons. Preference given to
those emploved in banks or familiar with
the banking business.,

For particulars, address Bankers Pub-
lishing Co., 253 Broadway, New York.



PRACTICAL BANKING

DIFFERENT METHODS OF KEEPING THE CER-
TIFICATES OF DEPOSIT ACCOUNT

By Edgar G. Alcorn

MOST banks do not keep any ledger
account with the individual cer-
tificate depositors. The ‘register”
method is now perhaps in more general
use. The certificate of deposit register
is ruled to accommodate the entries nec-
essary to make a complete record of all
certificates issued. The lines on each
page are numbered consecutively, and
certificates are entered on the register
in the order in which they are issued.
Thus each certificate has a number cer-
responding to the number on the reg-
ister. The certificates are loose or
bound in pads without stubs.

There are various forms of registers.
Figure 1 is one of the simplest forms
and although extensively used is not as
complete or convenient as some. Its
ruling permits only a detailed record of
certificates issued. When a certificate

- is issued the following entries are made:
“Date,” ‘“‘number,” “to whom issued,”
“amount,” “total,” and “when paid.”
When more than one certificate is issued
the same date the total is carried to the
“total” column and posted to the cer-
tificates of deposit account on the gen-
eral ledger. The certificate of deposit
account should, of course, be carried on
the general ledger. Some banks, how-
ever, still persist in carrying this ac-
count on the individual ledger. Na-
tional banks are required by the depart-
ment to keep the account in the general
ledger.

When certificates of deposit are is-
sued that is not the end of them. Some
remain outstanding a long time, but
they all eventually find their way back
to the bank. There being no space in
this register for entering returned and
paid certificates, what record is made
of them? In some banks they are sim-
ply entered in detail on the cash book or

“scratcher.” Other banks charge each
cancelled certificate to the account on
the general ledger, entering the num-
ber, the name of the person to whom
issued, and the amount.

This method is not entirely satisfac-
tory from the fact that part of the ac-
count in detail is kept in one book and
part in another book. In case of a dif-
ference this makes it inconvenient and
more difficult to check or reconcile the
account.

When a certificate is paid it is com-
pared with the original entry on the
register, which is always easily located
by finding the number corresponding
with that on the certificate. The date
of payment and a small check mark is
always placed opposite the number of
the certificate. This is done so that it
can be determined what certificates are
outstanding and what ones are can-
celled. This is readily done by listing
and adding the certificates unchecked.

When a depositor wishes to withdraw
any part of his certificate, most banks
cancel the original and issue a new cer-
tificate for an amount less the amount
of the withdrawal. Some banks, how-
ever, make partial payments on cer-
tificates. The date and amount of each
withdrawal is endorsed on the back of
the certificate. Care is also taken that
the payments are deducted from the
face of the certificate, usually in red
ink. ’

A special ruling of the certificate reg-
ister, as shown by Figure 2, is necessary
for keeping a proper record of partial
payments. The certificates are entered
as issued very much the same as in the
first form, but at the extreme right of
the page there is a space ruled for
entering the date and amount of pay-
ments, and the balance after payments

%
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are deducted. This method of keeping
the certificates of deposit to some ex-
tent complicates the account and is not
approved of by the banking depart-
ment.

Another form of certificate register
is that known as the “balance certificate
register.” It is an improvement over
the simple certificate register as shown
"by Figure 1. It has additional columns
for recording certificates that are paid,
and also a “balance’” column.

Certificates that are paid and can-
celled are entered in detail, as well as
those issued on the same date. For in-
stance, suppose that on Oct. 1 three cer-
tificates were issued, amounting to a
total of $8,500, and also that three cer-
tificates amounting to $2,000 were paid
on the same date. The entries are made
as shown by Figure 8.

It will be noticed also that the daily
balance is carried along in the same
manner as the accounts on the individ-
ual ledger. Each day the credits are
added to the previous balance and the
debits deducted. In this case the pre-
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vious balance was $540,354.95. Adding
the total certificates issued on October
1, the new balance is entered on the line
below. Then deducting the total cer-
tificates paid on the same date, which
was $2,000, and it leaves a balance of
$541,584.95.

This method is far superior to the
method represented by Figure 1, as the
account in detail is kept complete in a
single book, besides showing the daily
balance, and thus providing a check on
the account of the general ledger.

There is still another form of cer-
tificate register represented by Figure
4. It is superior to the other forms, as
it greatly simplifies the account and yct
is complete in every particular.

Each page has a debit and credit
side. On the debit side are entered the
certificates that are paid. The “date,”
the certificates are paid, the “number,”
and the “amount” of each certificate are
entered. There is also a column for en-
tering the total of certificates paid each
day. '
On the credit side are entered the cer-
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tificates that are issued. The following
entries are made: the “date,” ‘“‘num-
ber,” “to whom issued,” ‘“‘amount,”
“total.”  Following the total column
is the “balance” column, in which is
kept the daily balance of the account in
the same manner as explained in con-
nection with Figure 8.

Many of the smaller banks still keep
a record of the certificates of deposit
by the “stub” method. With this method
instead of using registers the certifi-
cates with stubs attached are bound in
books. When a certificate is issued it is
registered on the stub according to the
number, date, amount, etc., and the cer-
tificate detached, leaving the stub in the
bound book. Figure 5 shows the usual
form of certificate with stub.

When this method is followed it is
almost necessary to keep the account

both as to debits and credits in detail
on the general ledger. Some banks,
however, do not do so. They simply
total the certificates issued on the same
date on the back of the stub from which
the last certificate issued was detached.
This total is posted to the credit side of
the account in the general ledger. When
certificates are paid, the corresponding
stub is located and checked with a blue
pencil. Taking off a trial balance con-
sists in listing the amounts of the stubs
remaining unchecked. These -certifi-
cates are entered in detail on the cash
book or the “scratcher” or sometimes on
the general ledger. Figure 6 repre-
sents the general ledger showing the
certificate account when both the cer-
tificates issued and paid are entered in
detail.

A COMBINATION CASH, LEDGER AND PASS-
BOOK PROOF SHEET

By Arthur A. Ekirch

IT has long been the custom with the

“Progressive Savings Bank” to
welcome new ideas and labor saving
systems; so, when Will Lawrence, one
of the junior clerks, stepped into the
cashier’s office and handed the gray
haired official the “‘combination proof
sheet,” he felt certain it would be given
a fair trial.

Previous to the adoption of this
sheet, hardly a week passed without a
difference in the teller’s department and
a discrepancy between the depositors’
ledgers and the pass-books. Since its
adoption, some three years ago, the
“error germ” has forsaken “The Pro-
gressive Bank” and sought new quar-
ters.

RuNNING THE SHEET.

The proof sheet is placed in charge
of an assistant ledger man, stationed
near the receiving teller’'s cage. After
the teller enters the amount of the de-

posit in the pass-book, he hands the
book to the sheet man, who makes the
following entries on the proof: Pass-
book number; amount of deposit; old
balance; new balance. After these en-
tries have been made the pass-book is
returned to the depositor.

The following morning the book-
keepers post the previous day’s trans-
actions direct from the tickets. The
proof sheet man follows and verifies the
new balance on the ledger with that on
the sheet. For instance: John Smith’s
account on the depositors’ ledger shows
a balance of fifty dollars, while the
proof sheet records a pass-book bal-
ance of onmly forty-five dollars. At a
glance it could be seen that either John
Smith’s pass-book recorded a wrong
entry, or a deposit of five dollars had
been misposted to John Smith’s ac-
count on the ledger. Should the teller
receive one hundred dollars from a cer-
tain depositor and only enter fifty dol-
lars on the deposit ticket, or fail to
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make out a deposit ticket, the proof
sheet would locate the error with little
difficulty.

Not long ago the examining com-
mittee of a certain bank stated: ‘“We

" SHEET No._.291

DATE

them only make a comparison, when
amounts are withdrawn or every six
months when the books are presented
for the entry of accrued interest.

In using a proof sheet as herein de-
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know to a certainty what our assets are,
but we have no means of determining,
whether or not, our liabilities are cor-
rectly shown on our depositors’ pass-
books.” There is undoubtedly a lot
of truth in this statement. Few sav-
ings banks compare the pass-books with
the depositors’ ledgers daily; many of
3

scribed, it is also necessary that the
“balance pass-book” be used. Most
savings banks however use this style of
book, so I feel no hesitancy in recom-
mending the use of the *“combination
proof sheet” in savings banks or State
banks, with savings departments,
whether large or small.



BANKING AND COMMERCIAL LAW

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

RECENT DECISIONS OF INTEREST TO BANKERS

BANK DEPOSITORS’ GUARANTY
LAW—VALIDITY — NATIONAL
BANKS.

DOLLEY et AL vs. ABILENE NATION-
AL BANK ET AL

UNITED STATES CIRCUIT COURT OF AP-
PEALS, MAY 20, 1910.

The national banks located in Kansas may
not lawfully avail themselves of the pro-
visions of the Bank Depositors Guaranty
Act of that State.

Even if the effect of the act should be
to attract depositors from the national
banks to the guaranteed State banks, this
would not make the statute void.

The Bank Depositors’ Guaranty Act of
Kansas is not invalid as impairing the ef-
ficiency of the national banks as instrumen-
talities of the national government.

PPEAL from the Circuit Court of
the United States for the District
of Kansas.

Suit in equity by the Abilene Nation-
al Bank of Abilene, Kan., and others,
against J. N. Dolley, as Bank Commis-
sioner of the State of Kansas, and an-
other. From an interlocutory order
granting a preliminary injunction (175

Fed. 365), defendants appeal. Re-
versed.
Before Van Devanter, Hook and

Adams, Circuit Judges.

Hooxk, C.J.: One hundred and fifty
national banks domiciled and doing
business in Kansas sued the Bank
Commissioner and the Treasurer of
that State to enjoin them from car-
rying into effect a Kansas statute, ap-
proved March 6, 1909, known as the
“Bank  Depositors’ Guaranty Act”
(Laws 1909, c. 61). At the instance of
the banks the Circuit Court granted a
temporary injunction, and the State offi-
cers took this appeal.

The questions before us require no
more than a brief outline of the pro-
visions of the statute. There are many
details of the guaranty scheme of
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which much complaint is made; but we
think they are so clearly matters with
which the national banks have no legal
concern, or are so manifestly within the
legislative province of the State, it is
unnecessary to mention them. The stat-
ute authorizes banks incorporated under
the laws of the State and possessing pre-
scribed qualifications to join in contrib-
uting to and maintaining a fund for se-
curing certain classes of their depositors
against loss. The administration of the
law is committed to the Bank Commis-
sioner; the custody of the fund to the
State Treasurer. Whether a bank shall
become a party to the scheme is option-
al, not compulsory. Its desire to join
is signified by a resolution of its board
of directors, authorized by its stock-
holders. If upon an examination of its
affairs by the Bank Commissioner it is
found to be qualified, it then contributes
to the permanent guaranty fund a sum
in bonds or cash proportioned to the
deposits to be guaranteed, and receives
a certificate that it has complied with
the provisions of the act and “that its
depositors are guaranteed by the bank
depositors’ guaranty fund of the State
of Kansas.” The permanent fund is
raised to a fixed amount by the initial
payments, and, if necessary, by annual
assessments of one-twentieth of one per
cent. of the guaranteed deposits in each
bank, less capital and surplus; and any
depletion of the fund caused by pay-
ments to depositors in insolvent banks
is cared for by like assessments, not ex-
cceding five in any calendar year.
When a guaranteed bank, so called,
becomes insolvent, the Bank Commis-
sioner takes charge, winds up its affairs,
and applies its assets and the moneys
realized from the liability of its stock-
holders. When these are exhausted, bal-
ances still due guaranteed depositors are
paid in full from the guaranty fund, if
it is sufficient, and, if not, then by con-
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tinued assessments, not exceeding five
annually, as above stated, upon all
banks which are parties to the plan. It
is also provided that national banks may
avail themselves of the act upon compli-
ance with the prescribed conditions.

The visitorial power of the State
Bank Commissioner over the guaranteed
banks, and his control of their liquida-
tion in case of insolvency, including the
authority to appoint receivers, are radi-
cally inconsistent with the jurisdiction
of the Comptroller of the Currency con-
ferred by Congress over national banks.
There are other points of conflict in the
operation of the Kansas statute and the
national banking laws, and it is obvious
that the national banks cannot lawfully
avail themselves of the provisions of the
State enactment. Without further and
appropriate legislation by Congress,
they cannot throw off the duties and ob-
ligations prescribed by the law of their
creation, or enter into engagements that
will subject their corporate affairs to
the supervision and control of another
sovereignty. This view was expressed
by the Attorney General of the United
States in an opinion delivered April 6,
1909. The Kansas statute should, there-
fore, be regarded as though it related
exclusively to banks incorporated under
the laws of the State.

In their final analysis the objections
of the national banks to the Kansas
statute are reduced to two proportions:
First, that, since they cannot avail them-
selves of the provisions of the statute,
it operates to deny them the equal pro-
tection of the laws contrary to the four-
teenth amendment to the Constitution;
and, second, that the effect of the guar-
anty plan will be to attract depositors
from the national banks to the guar-
anteed State banks, and will therefore
impair the efficiency of the former as
instrumentalities of the national gov-
ernment. Counsel admit this to be their
position. The federal questions pre-
sented by these propositions constitute
the ground of jurisdiction of the Cir-
cuit Court, and upon their soundness
rests the temporary injunction it
granted.

The national banks owe their exist-

ence to the laws of the United States,
and in respect of the things which per-
tain to supervision and control by the
sovereignty which created them they
are as much beyond the jurisdiction of
Kansas as though they were domiciled
in Maine or California. Their exclu-
sion from the operation of the statute in
question is not from any design on the
part of the State to discriminate against
them, but results from the limitation of
governmental powers. Because of their
origin and the paramount authority of
Congress, they are not, in matters in-
hering in the character of their cor-
porate structures, within the legislative
province of the State. The State can
neither take away the essential powers
granted them by Congress nor confer
others that are inconsistent. Its legisla-
tion is necessarily limited to objects
within its jurisdiction. The fourteenth
amendment provides that no State shall
“deny to any person within its jurisdic-
tion the equal protection of the laws.”
A conclusive answer to the objection to
the Kansas statute now being considered
would seem clearly to appear from the
face of the amendment itself. A most
extraordinary condition would exist if
the legislation of the States properly
confined within its appropriate sphere
were to be held invalid because it does
not extend to and embrace objects be-
yond their jurisdiction. A legislative
impasse would be created. Neither the
nation nor the States could move for-
ward; the former because power over
matters purely of State concern is not
conferred by the Constitution, and the
latter because, under the construction
now urged upon us, they can affect none
if they cannot affect equally all within
and without their jurisdiction. Of
course, such a construction is inadmissi-
ble. As Mr. Justice Field observed in
Missouri Railway Co. vs. Mackey, 127
U. S. 205:

“The greater part of all legislation
is special, either in the objects ought to
be attained by it, or in the extent of its
application.”

The amendment does not profess to
secure to all persons in the United
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States nor all persons in the same State
the benefit of the same laws. Great
diversities in the character of laws may
exist in two States separated by an
imaginary line, and there may also be
such diversities in different parts of the
same State: Missouri vs. Lewis, 101
U. S. 22, 25 L. Ed. 989. Jurisdictional
limits are an obvious and sufficient rea-
son for lack of universal uniformity in
legislation. The equality clause of the
amendment does not require indiscrimi-
nate operation of State laws, but pro-
ceeds upon due consideration of the re-
lations of persons to the State and to
the legislation in question.

“It does not prohibit legislation which
is limited, either in the objects to which
it is directed or by the territory within
which it is to operate. It merely re-
quires that all persons subj ected to such
legislation shall be treated alike under
like circumstances and conditions, both
in the privilege conferred and the lia-
bility imposed.” Magoun vs. Illinois
Trust & Savings Bank, 170 U. S. 283;
Home Insurance Company vs. New
York, 134 U. S. 594; Hayes vs. Mis-
souri, 120 U. S. 68.

In Barbier vs. Connolly, 118 U. S.
27, it was said:

“Class legislation, discriminating
against some and favoring others, is
prohibited ; but legislation which, in car-
rying out a public purpose, is limited in
its application, if within the sphere of
its operation its affects all persons sim-
ilarly situated, is not within the amend-
ment.”

Such has been the consistent holding
of the Supreme Court. This is not the
ordinary case of classification for legis-
lative purposes. The power of a State
to classify implies jurisdiction of the
various objects to be classified, and the
voluntary sclection of some of them for
inclusion within the law. Even in such
cases a classification, when made, will
be upheld, whenever it is not purely
arbitrary or capricious, but proceeds
upon some difference which has a just
and reasonable relation to the purpose
sought to be accomplished. Railway Co.
vs. Ellis, 165 U. S. 150. But were this

a case of classification, what line of
division between corporations included
and those excluded from the operation
of a statute could be more clear or more
necessary than that which marks the
very boundary of the legislative power?
A State has the right to confer corpo-
rate powers upon its own corporations,
and its action cannot be held in contra-
vention of the equality clause of the
fourteenth amendment merely because
like corporations of the United States
cannot, by reason of their organic struc-
ture and the duties they owe their crea-
tor, avail themselves of them. The State
of Kansas did not single out national
banks as the special object of hostile or
discriminative legislation, and no such
conclusion can be helped out by aver-
ments of intention in a bill of complaint.

It is urged that the statute is void be-
cause the effect of its operation will im-
pair the efficiency of the national banks
as instrumentalities of the national gov-
ernment by attracting depositors from
them to the guaranteed State banks. If
this contention is sound, and the statute
falls, then all State legislation designed
to improve banking methods and to
maintain the local institutions on a
sound basis and secure the depositors
from loss is likewise void. Indeed, it
will be impossible to uphold even the
creation of banking corporations by the
States, for it can be said with equal if
not greater reason that by merely giving
them corporate existence and allowing
them to enter the field of competition
for business they deprive the national
banks of depositors they would other-
wise secure and thereby impair their
efficiency. To state the proposition con-
tended for is_to dcmonstrate its un-
soundness.

That Congress may create corpora-
tions for the execution of the powers
conferred by the Co.stituiion is well
settled, and the corporations so created
are fitly termed agencies or instrumen
talities of the government. Familiar ex-
amples are national banks for carrying
on the fiscal operations of the United
States, and railroads and bridges for
promoting interstate commerce. (Mec-
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Clellan vs. Chipman, 164 U. S. 847;
Mercantile National Bank vs. New
York, 121 U. S. 138; McCulloch vs.
Maryland, 4 Wheat, 316; Pacific Rail-
road Removal Cases, 115 U. S. 1; Lux-
ton vs. North River Bridge Co., 153
U. S. 525.) It is doubtful that it ever
occurred to a railroad corporation char-
tered by Congress to urge that a State
statute providing for public aid to a
railroad corporation organized under
the laws of the State was void, because
its ultimate effect would be to create an
unfair competition and deprive the
former of business, thereby lessening its
efficiency as a governmental agency.
The contention made here is not differ-
ent in principle. Congress may pre-
scribe the powers and legislate concern-
ing the corporations it creates; but it
has never attempted to set an unaltera-
ble copy in those particulars for cor-
porations organized under State laws.
The effect of the Kansas statute upon
the business of the national banks will
at the most be indirect and incidental.
Whether there will be any appreciable
effect at all depends upon the individual
views of depositors, which ordinarily are
influenced by many things pertaining to
banks and bankers and their methods of
conducting business. There can be none
in a legal sense of which a court can
take cognizance in a case like this.
Ground for complaint would exist if the
statute had, for instance, made it an of-
fense to deposit funds in national banks,
or subjected them to a higher rate of
taxation than that imposed on like de-
posits in State institutions, or in some
other perceptible way had evinced an
evil and discriminating purpose, or an
attempt to subject them to rules incon-
sistent with those prescribed by Con-
gress. Davis vs. Elmire Savings Bank,
161 U. S. 275, is an illustration. There
a New York statute giving deposits of
a certain character a preference in the
distribution of the assets of insolvent
banks was held to be in conflict with
the federal law providing for ratable
dividends, and therefore void when at-
tempted to be applied to an insolvent
national bank. We have not considered

the merits of the guaranty plan,
whether practically beneficent, experi-
mental, or illusory. Such matters are
for the State Legislature. Our province
is confined to the question whether the
exercise of its power is within constitu-
tional limits so far as the national banks
are concerned. We think the objections
they urge are so clearly without founda-
tion, the temporary injunction was im-
providently granted.
The order is accordingly reversed.

NEGOTIABLE
LAW—ACCOMMODATION
DORSER.

MORRIS COUNTY BRICK CO. vs.
AUSTIN.

SUPREME COURT OF NEW JERSEY, FEB.
21, 1910.

The words “without receiving value there-
for,” in the section of the Negotiable In-
struments Law defining an accommodation
party, refer to the instrument itself, and
not to the loan of the name by way of ac-
commodation.

The promise to pay an already existing
debt, or the actual payment thereof, is not
“value” within the meaning of the Nego-
tiable Instruments Law.

The defendant, at plaintif’s request, in-
dorsed, after its delivery, a note of V.,
payable to the order of the plaintiff, in or-
der that the plaintiff might have the note
discounted, and upon its promise to pay
him a portion of the proceeds for a debt
then due him. This payment was after-
wards made.

Held, that it was a guestion for the jury
whether the defendant was not as between
himself and the plaintif an accommoda-
tion indorser.

INSTRUMENTS
IN-

THIS was a suit on a promissory

note dated June 9, 1908, made by
Virgil to the order of the plaintiff for
the purchase price of bricks sold him
through Austin, who was entitled to a
commission upon the sale. Austin in-
dorsed the note under the following cir-
cumstances: Upon his demand for pay-
ment of his commission, the plaintiff re-
fused to pay until the bricks were paid
for by Virgil, unless Austin would in-
dorse the note. Austin thereupon in-
dorsed the note, and was paid his com-
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mission. The note was discounted at
the bank, but was not paid at maturity,
and Austin’s liability was fixed by due
notice of dishonor. An attempt was
made to renew by a like note for three
months, but the bank refused. There-
upon Virgil gave two notes, one for
$100 at one month, and one for the bal-
ance at two months, which were used by
the plaintif to meet an obligation.
These notes were not indorsed by Aus-
tin. The trial judge directed a verdict
for the plaintiff for the full amount.

Swavze, J.: Under section 63 of the
negotiable instruments act (P. L. 1902,
p- 594) the defendant is deemed to be
an indorser. Section 64, which defines
the liability of an indorser, is not ap-
plicable to this case, since it applies
only to one who signs in blank before
delivery. Section 65 applies only to a
person negotiating an instrument, and
this the defendant did not do. The lia-
bility of an indorser under section 66 is
only to subsequent holders. The pres-
ent plaintiff is a prior, not a subsequent,
holder. Independently of the statute,
the contract of the defendant with a
subsequent holder would have been that
of a second indorser. (Hayden vs. Wel-
don, 43 N. J. Law, 128, 39 Am. Rep.
551.)

It was open to the jury to believe the
testimony of the defendant that he in-
dorsed the note to enable the company
to get it discounted, and thereby raise
cash out of which they would pay his
commission. From this it was proper
to infer that Austin was an accommoda-
tion party (Vliet vs. Eastburn, 64 N. J.
Law, 627.) and this is true notwith-
standing the language of section 29 of
the act, which defines an accommodation
party as one who has signed the instru-
ment as maker, drawer, acceptor, or in-

dorser, without receiving value therefor.

This language has been criticised by
Dean Ames, 14 Harvard Law Review,
248; and, if it must be construed to
mean that one who loans his name to an-
other upon a negotiable instrument and
receives payment for the accommoda-
tion loses as to that person the right of
an accommodation party, it would be
subject to very just criticism, since such

a construction would deprive an accom-
modation maker of his rights, as against
the person accommodated, if he had re-
ceived any consideration, however slight.
A careful reading of the section shows
that this construction is not necessary.
The words are not “‘without receiving
value,” but ‘“‘without receiving value
therefor.” The structure of the sentence
is such that the last word can only refer
to the negotiable instrument itself, not
to the loan of the name by way of ac-
commodation. This view was suggested
by Mr. McKeehan in 41 American Law
Register, 499, 561 (reprinted in Bran-
nan on the Negotiable Instruments Act,
at page 1383). In this case, moreover,
Austin did not receive value in any
sense. What he secured was the pay-
ment out of the proceeds of the dis-
counted note of the commission due him.
That was only the payment of a prior
debt, not the giving of value for Aus-
tin’s indorsement. The value received
within the meaning of section 29 must
precede or be contemporaneous with the
obligation upon the note; otherwise, the
party would be an accommodation party
when the note was given and would
cease to be such when the subsequent
payment was made him. Nor can the
promise to pay the commission out of
the proceeds of the note as distinct from
the actual payment constitute value for
the endorsement, for that promise was
merely one to perform an existing legal
obligation, and was therefore without
consideration. If the jury found that
Austin was an accommodation party,
they would necessarily find that the
plaintiff was the party accommodated,
for no one else was concerned. The
maker had nothing to do with the ar-
rangement. If Austin loaned his name
to the plaintiff corporation, it acquired
no right of action against him. (Mess-
more vs. Meyer, 56 N. J. Law, 31, 27
Atl. 938.)

Although under section 63, he is to
be deemed an indorser, it does not fol-
low that he is the first indorser. Prima
facie he was only the second indorser,
since it was necessary for the plaintiff,
the payee, to indorse before the note
could be discounted by the bank (Neg.
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Inst. Act, § 68), and prior to the enact-
ment of that section it would not have
been open to the plaintiff to prove to
the contrary (Johnson vs. Ramsey, 43
N. J. Law, 279, 39 Am. Rep. 580). As
second indorser, the defendant would
not be liable to the first indorser in the
absence of an express agreement, and
even such an express agreement would
not be enforceable unless made upon a
good consideration. As I have already
said, there was no consideration for such
an agreement between the plaintiff and
defendant.

A jury question was presented, and it
was error to direct a verdict for the
plaintiff. The judgment must therefore
be reversed, and the record remitted for
a new trial.

PAYMENT OF FORGED CHECK—
DUTY OF DRAWEE BANK TO
KNOW DRAWER’S SIGNATURE
—NEGOTIABLE INSTRU-
MENTS LAW —CLEARIN G-
HOUSE RULE.

NATIONAL BANK OF COMMERCE IN
ST. LOUILS vs. MECHANICS’ AMER-
ICAN NATIONAL BANK.

S8T. LOUIS COURT OF APPEALS, MISSOURI,
APRIL 5, 1910.

When a bank upon which a check is
drawn pays the same to a bona fide holder,
it is bound by the act, and can not recover
the money so paid upon afterwards dis-
covering that the signature of the drawer
is a forgery.

This rule of the common law is now
embodied in the Negotiable Instruments
Law. :

A rule of the clearing-house provided
that all checks received at the clearing-
house and not returned to the clearing
bank before two o’clock on the same day
should be deemed to be paid with like
effect as though they had been paid in
currency at that hour by the bank on

which it was cleared: Held, that a bank-

which did not return within the required
time a check presented by another bank
was chargeable with the consequences of
disregarding the rule, and could not re-
cover the amount paid, though the check
was forged and the payee bank was not
injured by the delay.

THE petition upon which this case
was tried as well as the other case
hereinafter referred to, the latter differ-

ing from this only in the names of the
defendants and in the number of checks
and in the amount, consists of two
counts. By the first count it is charged
that on or about August 15 the defend-
ants presented to plaintiff for payment
fourteen certain pretended checks, each
dated August 12, 1905, for various
amounts, aggregating the sum of
$549.25, each purporting to have been
drawn on plaintiff by the St. Louis Car
Company, to have been signed by said
company by its president and its assist-
ant secretary, and each purporting to be
indorsed by the payee therein, each of
which was indorsed by the defendants
or by others and then by the defend-
ants; that defendants represented to
plaintiff that the checks were the genu-
ine checks of the St. Louis Car Com-
pany, as they purported to be, and re-
quested plaintiff to pay the same; that
when the checks were purchased or
otherwise acquired by the defendants
“they negligently made no inquiry and
took no action whatever to ascertaln
whether or not said checks were in fact
the genuine checks of the St. Louis Car
Company as they purported to be”; that

" they were indorsed by the defendants

and presented to plaintiff for payment
through the clearing house of the city
of St. Louis, all being presented to-
gether, and that believing the represen-
tation of the defendants that the checks
were the genuine checks of the car com-
pany, and such appearing to be the case
from such inspection of the checks as
plaintiff was able to make under the cir-
cumstances, and at the time they were
presented for payment by the defendant
bank, and not knowing otherwise, but
relying upon the genuine indorsements
thereon of the defendants, which also
led plaintiff to believe them genuine,
plaintiff paid them to the defendant, the
Mechanics’ American National Bank;
that all of the checks were forgeries,
and not the genuine checks of the St.
Louis Car Company, as represented by
the defendants and as they purported
to be, and were wholly worthless and
valueless to the plaintiff; that the fact
that the checks were forgeries was not
discovered either by plaintiff or by any



56 THE BANKERS MAGAZINE

other person until on or about Septem-
ber 11 or 12, 1905, and that immediately
upon discovering that the checks were
forgeries plaintiff notified defendants of
the fact, and demanded refund of the
amount of money paid, which defend-
ants failed and neglected and refused
to do.

It is further averred that the position
of the defendant was not altered or
changed, and that the defendants had
sustained no damage as the result of
plaintiff’s paying the checks to the de-
fendant Mechanics’ American National
Bank as requested by the defendant at
the time it notified defendants that the
checks were forged, and demanded a re-
fund of the money, wherefore judgment
is demanded for the amount of the
checks ($549.25) with interest and
costs.

The second count is practically the
same, with the exception that it states
that each of the checks purported to be
indorsed by the payee therein, and each
of them was indorsed by the defendant
St. Louis Brewing Association and by
others, and that the defendant repre-

sented to plaintiff that the checks were -

the genuine checks of the car company,
and that each of the checks was in-
dorsed by the genuine signature of the
payee named therein as indorser there-
of as it purported to be; “that, when
said checks were purchased or other-
wise acquired by the defendants, they
negligently made no inquiry, and took
no action whatever to ascertain whether
or not said checks were, in fact, the gen-
uine checks of the St. Louis Car Com-
pany, as they purported to be, or
whether the aforesaid indorsements
thereon were the genuine indorsements
of the parties whose names appeared
thereon”; and it is averred that the in-
dorsements of the payees and other par-
ties thereon as indorsers thereon ‘““are not
the genuine signatures of said payees,
as represented by the defendants, and
as they purport to be and all are wholly
worthless and valueless to the plaintiff.”
The other allegations are practically as
in the first count of the petition.

The answer of the defendant bank
admits the incorporation of the various

parties, avers that the defendants be-
lieved the checks to be genuine and
valid, and that they had been duly in-
dorsed by the payees named therein as
payees, and so believing deposited the
checks to the credit of the defendant
bank on current account; that they did
this in good faith and in the belief that
the checks were the checks of the car
company and duly indorsed by the pay-
ees therein named, and that in due
course they presented the checks to the
plaintiff bank for payment, through the
Clearing-House Association, in the
usual and customary manner of collect-
ing checks between banks in the city of
St. Louis; that they were examined by
the employees of the plaintiff and held
by them to be the genuine checks of the
car company, and defendant’s account
was credited with the aggregate amount
of the checks; that the plaintiff and de-
fendant were at the time of the presen-
tation of the checks members of the
Clearing-House Association of the city
of St. Louis, and the rule of the Clear-
ing-House Association hereafter re-
ferred to is set up, it being averred that
the plaintiff did not return defendant
the checks on or before two o’clock of
the day on which they were presented
to plaintiff for payment through the
Clearing-House Association, and did not
inform defendant that the checks were
as plaintiff alleges forgeries and not
genuine checks of the car company, or
indorsed by the payees thereof until on
or about September 11 or 12, 1905,
which defendants say was’the first and
only information that it had that the
checks were not the genuine checks of
the car company or indorsed by the
payees thereof ; denies making any rep-
resentations as to the genuineness of the
signatures ; denies knowledge and infor-
mation as to whether they were forgeries
and denies negligence.

The answer to the second count is
practically the same, with the denial of
any knowledge or information as to the
forgery of the names of the indorsers.
The answer of the Brewing Association
was a general denial except as to ad-
missions of corporate capacity, and that
the car company was a depositor and
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customer of the plaintiff, and engaged
with plaintiff in the business usual and
customary between banker and deposit-
or. Demurrers to the petition were in-
terposed which were overruled.

The reply was a general denial. Trial
was had before the court, a jury being
waived, this case being tried in the lower
court, and submitted and argued before
us in connection with another case, in
which the National Bank of Commerce
in St. Louis is plaintiff and appellant,
and the German-American Bank, the
Bremen Bank, and the Gast Brewing
Company are defendants and respond-
ents. 127 S. W. 434.

As the facts which underlie the trans-
actions involved are identical in the two
cases, change of parties and of names
only and of the number of checks dis-
tinguishing one from the other, the
statement which we make for brevity
and convenience as well as an intelligent
understanding of the matter will cover
the facts in both cases. With some
changes we are following the statement
of counsel for one of the respondents,
as to the facts in evidence at the trial.

The works of the St. Louis Car Com-
pany are located in the extreme north-
ern end of St. Louis, and at a distance
of at least seven or eight miles from the
Bank of Commerce. At the time in
question, the car company employed sev-
eral thousand men, whose wages it paid
twice a month in checks drawn on the
appellant.

Every other Saturday, after working
hours, and, therefore, after banking
hours, was pay day. These checks were
not presented to the bank by the indi-
viduals to whom they were issued, but
being indorsed in the name of the payee,
they were cashed by the grocers and
saloon keepers in the neighborhood and
the brewery salesmen, who, on such oc-
casions, appeared at the place of busi-
ness of their customers. In cashing
these checks, the workmen were ar-
ranged in line, and as each man pre-
sented his check it was examined, and if
found to be indorsed in the name of the
payee, it was cashed.

The men presenting these checks wore
the clothes and had the appearance of

men who had just come from their work
at the shops. No particular identifica-
tion of any one man, as payee, was had
or attempted, the presence of the men
in the line of workmen and in the garb
of the other workmen and no question
being made by others in the line or
present as to their being part of the
working force being accepted as suffi-
cient identification.

On August 12, 1905, the St. Louis
Brewing Association cashed a number
of car company checks presented in this
way; among them were fourteen checks,
seven or eight of which were bought di-
rect by the brewery, the remainder be-
ing sent in by its customer, Dauben-
dieck, in payment of his account. The
brewery paid the full face value of
these checks without any knowledge or
suspicion that the signature of the car
company was forged or that the party
named as payee in the check was not its
rightful owner. Each of these fourteen
checks is indorsed in the name of the
payee therein named and the indorsee
received its face value for it. The
Brewing Association having thus ac-
quired these checks, deposited them
with its codefendant, the Mechanics’
American National Bank, and the latter
presented them, through the clearing
house, to the appellant for payment.
The indorsement on the checks by the
respondents will be stated later.

Forty-two checks in all, alleged to be
forgeries (fourteen in this case - and
twenty-eight in the other) were present-
ed to the appellant for payment by the
clearing house on Tuesday, August 15,
1905, twenty-eight of them being those
involved in the other case. They were
taken to the Bank of Commerce in one
or more bunches or bundles, and there
came under the observation of an assist-
ant cashier, of his assistant, of the book-
keeper, and of the paying teller of the
bank. There seemed to these officers to
be an irregularity in the signature of
Mr. Phelps, the assistant secretary of
the car company. The signature looked
suspicious to them. Each of the four
bank officers examined it, but made no
examination beyond that. They did not
open the bundles, did not examine the
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quality of the paper, nor the workman-
ship of the checks, did not examine the
wood cut of a car on the end of the
check nor the numbers upon the checks.
In the bundles containing the spurious
checks were several hundred genuine
checks. Upon the witness stand the as-
sistant cashier unhesitatingly pro-
nounced the forty-two checks to be
forgeries. As he produced each check,
he pronounced the signature of the car
company to be a forgery. He said:
“There are only three numbers on these
forty-two forged checks; that is, they
are all B98360, 98530, or 98630, so that
in the forty-two checks these numbers
are repeated eight or ten times.”

The clearing-house rule prevailing in
the clearing house in St. Louis, of which
association all of the banks involved are
members, was pleaded in the answers
and put in evidence. That rule is as
follows: “All checks of other items re-
ceived at the clearing house and which
shall not be returned to the clearing
bank or trust company on the same day
before two o’clock, shall be deemed to
have been paid with like effect as though
such check or other item had been paid
in currency at that hour over the coun-
ter by the bank or trust company on
which it was cleared; and therefore the
responsibility of the bank or trust com-
pany through which said item is passed,
shall cease as completely as though said
check or item had been in fact paid out
in currency over the counter by the bank
or trust company on which it was
cleared. On half-holiday Saturdays the
time for returning the items shall not be
later than eleven o’clock a. m. on the
same day.”

The evidence in the case further
shows that there is a custom in the city
of St. Louis among the banks requiring
every person cashing a check to identify
the holder of it as the person named in
it, and that in cashing clearing-house
items, as these checks are called, the
drawee bank relies largely upon indorse-
ments, and no diffcrence is shown be-
tween clearing-house indorsements and
other unrestricted indorsements.

The statement as to what took place

at the appellant bank as set out by
counsel for appellant is as follows:
When the forged checks in question
came to the appellant through the clear-
ing house, on the morning of August 15,
1905, they were, together with a large
number of genuine checks of the car
company and of other depositors exam-
ined by the assistant cashier and his as-
sistant. These examiners noticed an ir-
regularity about some of the signatures
of the name of W. B. Phelps on the
checks, and called the attention of the
paying teller to them. He concluded,
after examining them, that they were all
right, remarking that men’s signatures
are likely to vary in signing large num-
bers of checks.

Taking by way of illustration a check
drawn on the plaintiff bank reading,
“Pay to the order of W. Clarke,” and
purporting to be signed by the car com-
yany, it was indorsed, “W. Clarke. Pay
to the order of Mechanics-American
Nat. Bank. Hyde Park Brewery, C.

Marquard Forster, Mgr. St. Louis
Clearing House, Aug. 15, 1905. Me-
chanics American National Bank. 32.

All prior endorsements guaranteed.”
This latter was stamped, the “32” being
the clearing house number of the Me-
chanics’ American National Bank. In
the case against the German American
Bank et al., the indorsements following
that of the named payee—which latter
was in blank as in the other case—are
“Gast Brewing Company. German
American Bank. St. Louis Clearing
House, August 15, 1905. 13. All
prior endorsements guaranteed.” In
both cases this latter appears to have
been the stamp of the clearing house.
Going somewhat more fully into the
manner in which the .checks came into
possession of the brewing companies, it
appears that the car company pays off
its employees twice a month. The agents
of the brewery would take a certain
amount of money, say $28,000 to $30,-
000, and go to different saloons in the
neighborhood of the car company plant
and cash the checks for the car com-
pany’s employees as they came in. There
were hundreds of the employees, who
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would come in and be paid off one at a
time as they came along. Each man
would hand in his check. They were
not known personally to the brewery
agents—no questions asked as to who
they were—simply compared the in-
dorsement with the name on the face
of the check, of course noting that the
check was signed by the assistant treas-
urer of the car company and noting its
general appearance. Did not know the
signature of the payee and indorser and
made no inquiry. This practice had
been carried on for several years. The
checks when cashed in the saloons were
turned in to the breweries. This was
the testimony as to the Gast Brewing
Company. Some of the checks appa-
rently came to the breweries through
their customers, without indorsement,
however, by the latter, all of them hav-
ing been taken up as above described.
There is no evidence in the case showing
that the first indorsers of these checks
were not the persons whose names ap-
peared therein as payees. All that ap-
pears as to that is that no such persons
who are named as payees and who in-
dorsed are or then were employees of
the car company.

At the conclusion, defendants inter-
posed what were practically demurrers
to the evidence, on the ground that
plaintiff, under the law and the evidence,
was not entitled to recover against the
defendants. These were sustained. Judg-
ment went accordingly in favor of the
defendants. Plaintiff in due time filed
its motions for new trial, which being
overruled and exceptions duly saved
throughout, and appeals were duly per-
fected to this court.

- RevNowups, P. J. (after stating the
facts as above): By act of the General
Assembly of this State, approved April
10, 1905, what is called ““the Negotiable
Instruments Law” was adopted in this
State. See Sess. Acts 1905, p. 243
(Ann. St. 1906, §§ 463—1 to 463—
197). The Forty-Third General As-
sembly, which adopted this negotiable
instrument law, adjourned on March 18,
1905. There is no emergency clause in
this act, nor in any section or provision

in it, is its operation postponed beyond
the constitutional period of ninety days.
Consequently it was in effect June 16,
1905. The checks in suit bear the date,
August 12, and were cashed by the
plaintiff bank August 15, 1905. That
act, by section 196, provides that “in
any case not provided for in this act, the
rules of the law merchant shall govern.”

All acts in connection with these
checks are, therefore, to be construed,
and the character and rights of the par-
ties to them are determinable under the
provisions of this negotiable instrument
act of this State, provided they are such
as are covered by it. We call attention
to this for the reason that all of the
counsel in the case seem to have lost
sight of it, one of them even stating that
at the time of the transaction the com-
mon law, meaning ‘“law merchant,” then
obtained in this State, and that that law
is to be applied in the determination of
the questions arising in this case. We
do not think so; on the contrary, we
think that this whole transaction falls
within our negotiable instruments law of
1905. Section 62 of that law treating
of bills of exchange and promissory
notes, reads: “The acceptor by accept-
ing the instrument engages that he will
pay it according to the tenor of his ac-
ceptance; and admits: (1) The exist-
ence of the drawer, the genuineness of
his signature, and his capacity and au-
thority to draw the instrument; and (2)
the existence of the payee and his ca-
pacity to indorse.”

Section 185 of the same act provides
that a check is a bill of exchange drawn
on a bank payable on demand, and, ex-
cept as in the act otherwise provided,
the provisions of the act applicable to a
bill of exchange payable on demand ap-
ply to a check. Section 188 reads:
“Where the holder of a check procures
it to be accepted or certified, the drawer
and all indorsers are discharged from
liability thereon.”

The payment of a check or bill of ex-
change by the bank upon which it is
drawn is equivalent to its acceptance.
In view of this law of our State, there is
no necessity for an elaborate discussion
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of the questions which have grown out
of transactions occurring prior to its
adoption by our State. Two lines of de-
cision, each line emanating from courts
of the highest authority and most repu-
table standing for judicial learning,
have followed through this class of
cases.

Ome line, tracing its origin to the de-
cision of Lord Mansfield in the case of
Price vs. Neal, 3 Burr. 1854, holds with-
out qualification to the rule that when
the drawee of a check, to which the
name of the drawer has been forged
pays it to a bona fide holder, he is bound
by the act, and cannot recover the pay-
ment. This, on the rule that the drawee
of a bill of exchange, check or draft is
bound to know the handwriting of his
customer, the drawer, and if he accepts
or pays a bill, check or draft in the
hands of a bona fide holder for value,
he is concluded by the act, although it
turns out that the signature of the draw-
er is a forgery, and, having paid or ac-
cepted it, he can neither repudiate the
acceptance nor recover the money paid.

The other line, because of comparative
late origin, or more accurately, an-
nouncement, sharply challenges this, and
as said by an accepted authority on
Banks and Banking in treating of it (2
Morse [4th Ed.] § 464): “This doctrine
is fast fading into the misty past where
it belongs.” The so-called modern rule
is that one who purchases a check or
draft is bound to satisfy himself that
the paper is genuine and that by indors-
ing it or presenting it for payment or
putting it into circulation before presen-
tation, he impliedly asserts that he has
performed this duty. Consequently it
is held in this line of cases that if it ap-
pears that he has neglected this duty the
drawee, who is without actual negligence
on his part and who has paid the forged
paper, may recover the money paid from
such negligent purchaser. The recov-
ery is permitted in such cases sometimes
on the ground that although the drawee
was constructively negligent in failing
to detect the forgery, yet, if the pur-
chaser had performed his duty, the for-
gery would in all probability have been
detected and the fraud defeated, and

again on the ground that he has received
money to which he is not entitled.

As stated by the able counsel for ap-
pellant, this modern rule does not always
apply the rule of Price vs. Neal to a
case where the holder has himself been
negligent in taking the check, and has
thereby led the drawee to relax his vigi-
lance. Ome of the earliest cases so
holding is that of the Gloucester Bank
vs. Salem Bank, 17 Mass. 83. Another
is Ellis & Morton vs. Ohio Life Ins. &
Trust Co., 4 Ohio St. 628, 64 Am. Dec.
610.

The cases illustrative of these two
lines of decision are so fully compiled in
10 L. R. A. (N. S.) 49 et seq., in anno-
tation of the case of First National
Bank of Lisbon vs. Bank of Wyndmere,
15 N. D. 299, 108 N. W. 546, which
case follows the latter line of decision,
that we can do no better than refer to
that work for reference to the conflict-
ing cases. It is to be noted that the so-
called modern cases or what is a more
proper denomination, the new-rule cases,
do not appear to notice the effect on the
Price vs. Neal rule of the negotiable in-
struments law, although many of our
States — thirty-five or more — have
adopted it since it was drafted in 1895,
practically in the form adopted by us.
The courts following the new rule have
frequently proceeded upon the idea that
recovery could be had in case of pay-
ment of forged paper, on the ground, to
put it briefly, that it had been paid by
mistake of fact, a rule denied in the
cases which follow Price vs. Neal.

It is also to be remarked that the
author of the notes to First National
Bank of Lisbon vs. Wyndmere, 10 L. R.
A. (N. S.) 49, before referred to, does
not notice the negotiable instruments
law, nor is it noticed in the annotated
case, although North Dakota appears
to have adopted the law between 1897
and 1902. (See Crawford, Ann. Neg.
Ins. Law, 8d Ed.) The doctrine applic-
able in cases of negligence is also in-
voked in these new-rule cases that as
between two innocent parties he through
whose negligence the act first occurred
is the one to suffer.

Nearly the identical questions here
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involved have very lately been before
the Springfield Court of Appeals, where,
under the title of National Bank of
Rolla vs. First National Bank of Salem,
125 S. W. 518, a very elaborate and
learned discussion will be found.

Judge Gray, writing the opinion in
that case, held, after an examination of
the cases and in the light of our nego-
tiable instruments act, that where the
payee bank pays a check to another
bank, which is a bona fide holder, such
drawee cannot recover the money back
on discovering such check to be a for-
gery. The only material difference be-
tween that case and the case now before
us is that in the case before the Spring-
field Court of Appeals negligence was
neither pleaded nor in issue. Here it
is. Judge Gray first disposing of the
question on principle and on the au-
thorities, and independent of the stat-
‘ute, follows the rule in Price vs. Neal.
He further holds that in the adoption
of our negotiable instrument law, we
have adopted the rule announced in
Price vs. Neal. The State of New York
has adopted this same negotiable instru-
ment act and in the case of Title Guar-
antee & Trust Co. vs. Haven, No. 2, 126
App. Div. (1908) 802, 111 N. Y. Supp.
305, the Supreme Court of that -State,
in an opinion by Judge Ingraham, pass-
ing upon sections similar to the ones
which we have quoted from our law,
construes them as making it conclusive
upon the drawee after acceptance that
the note was genuine and the indorse-
ments and all prior indorsements as-
sured. That is to say, the Supreme
Court of New York in this case
recognizes that in the adoption of this
negotiable instrument act the State of
New York had adopted to its fullest ex-
tent the rule announced in Price vs.
Neal, the court quoting from National
Park Bank vs. Ninth Nat. Bank, 46
N. Y. 77, that “for more than a cen-
tury it has been held and decided, with-
out question, that it is incumbent upon
the drawee of the bill to be satisfied
that the signature of the drawer is gen-
uine; that he is presumed to know the
handwriting of his correspondent; and
if he accepts or pays a bill to which the

drawer’s name has been forged, he is
bound by the act, and can neither repu-
diate the acceptance nor recover the
money paid.” Quoted approvingly in
Bank vs. Bank, 107 Mo. 402. See, also,
Bank vs. Bank, 109 Mo. App. 665.

Taking the same view of our negotia-
ble instrument law as that taken by the
Springfield Court of Appeals in the Na-
tional Bank of Rolla vs. First National
Bank of Salem Case, and by the Su-
preme Court of New York in case of
Title Guarantee & Trust Co. vs. Haven,
No. 2, we hold that when our Stdte
adopted the negotiable instruments law
it adopted the rule announced in Price
vs. Neal. We are therefore not called
upon to inquire into the soundness of
that rule or whether modern decisions
have overturned it. We are bound to it
by force of our own statutory law.

This disposes of the main contention.
But it is urged that negligence on the
part of defendants has been proven, and
that even the cases which follow Price
vs. Neal recognize negligence on part
of the holder as taking the case out of
the rule. It is not necessary to discuss
the proposition 6f law involved. The
negligence here relied on is in the fail-
ure to identify the payees as the real
parties named as such. But there is no
probative evidence that they were not
the very parties named in the checks as
payees. The defendants’ agents were
not bound to determine at their peril
that the signature of the drawer was
forged. That, under our negotiable in-
struments law and under Price vs. Neal,
is not negligence. The genuineness of
that signature was vouched for by the
plaintiff when it cashed the checks. Why
should the fact that defendants passed
it as genuine be imputed as negligence
to them? It was so near the genuine
that the officers of the plaintiff bank,
the drawee, accepted and cashed the
checks upon which it appeared as gen-
uine. Nor do we think that indorse-
ments and presentation of these checks
to the plaintiff bank was in any sense
a negotiation of them. They were pre-
sented to the drawee by the defendants
for payment, not in the line of negotia-
tion, and they were paid, not bought.
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Finally, we hold that the appellant bank,
under rule twelve of the clearing house,
of which it and the defendant banks
were members, and by which they are
all bound, was chargeable with the con-
sequences of a disregard of that rule.
It is no answer to this to say or prove
that no harm resulted to defendants by
the delay. The rule makes no such ex-
ception. Nor is it an answer here to
the charge of disregard of that rule to
say that these checks came in such great
number and by one delivery that there
was not time to cxamine and reject these
forty-eight. This rule was made by
men of long experience in banking—
men of great banking acumen. There
is no suggestion that it violated any law.
It is not possible to believe that in the
city of St. Louis, with its wonderful

banking business, it was an uncommon
occurrence to have hundreds of checks
turned in through the clearing house at
one and the same time. If out of their
experience these bankers, making their
own law, did not think it wise to make
an exception to the rule to meet such an
event, it is fair to assume that they have
concluded that it is not the part of wise
and safe banking to make such an ex-
ception. As they have made none, we
do not think the courts should under-
take to do so. .

On a carcful consideration of the
case we hold that, under the facts in
evidence before the learned trial court,
the demurrers were properly sustained,
and judgment properly entered in favor
of the defendants. That judgment is
affirmed. All concur.

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

CONTRACTS—GAMING CON-
TRACT—MONEY ADVANCED
FOR SPECULATION IN
STOCKS.

SELBY vs. CLARK.

seLBY vS. CLARK (Quebec Reports, 38
Superior Court, 287).

Held, An agreement under which money
is advanced for the purpose of speculation
in stocks, as a gaming contract and no ac-
tion will lie on an I. O. U. given by the
borrower as security for the amount.

THE facts of the case appear from

the judgment of the Trial Judge,
which was unanimously upheld on ap-
peal to the Court of Review.

JunGMENT (CHARBONNEAU, J.): This
is an action taken by the plaintiff for
the sum of $100, money advanced to
the defendant, the receipt of which was
acknowledged by an I. O. U. for the
same amount.

This is the way the plaintiff himself,
examined as the defendant’s witness,
explains the circumstances under which
he gave that money to the defendant:

“I gave it to Mr. Clark. He came to
my store and was telling about the

money that he had just made buying
stocks, and I told him that I had never
been that lucky; what money I had ever
invested had been lost in stocks, and
Mr. Clark told me if I would let him
have $100 he would make some money
for me. I told him I had no money to
lose, and Mr. Clark told me that if I
would let him have $100 he would
give me a personal guarantee that it
would not be lost; that he was positive
that he could make some money out of
it, and I told Mr. Clark in these words:
I says, I have no money to lose, and he
said: ‘I will give you a guarantee on
I. O. U. that you won’t lose this money.’
I told him that was all right, but I do
not feel as though I could give it, and
Clark told me, he says: ‘Ain’t I worth
$100>’ He says: ‘I will give you an
I .O. U. which is as good as a promis-
sory note for this,” and he gave me the
I. O. U. and 1 gave him the check
for it.”

As he was advancing only $100, the
plaintiff could not expect to make a big
lot of money without speculating, that
is to say, gambling in stocks. These
stocks had, evidently to be bought on
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margin, and a very small margin at
that, the bucket shop margin, and, to
make sure that he would come out all
right, he got the defendant’s I. O. U.
as security that lris money would not be
lost; so that, to sum up the whole trans-
action, the I. O. U. on which this ac-
tion is based was given by the defend-
ant to the plaintiff as a guarantee of
success in a gambling venture. It
makes no difference whether this was a
joint venture of the two parties, or a
transaction to be made in the defend-
ant’s name, or in the plaintiff’s name.
The whole thing was illicit and null
from the start, and the judgment which
dismissed the plaintiff's action must be
confirmed.

PROMISSORY NOTE—JOINT
PROMISE BY TWO—PREFIX-
ING THE WORD “ENDORSER”
TO SIGNATURE OF ONE OF
THEM.

TAPLEY vs. PAQUET.

TAPLEY V8. PAQUET (Quebec Reports,
38 Superior Court, p. 292).

Held, Where a note runs “we jointly and
severally promise to pay,” is signed by A
and B on its face, and B prefixes to his
signature the word “endorser,” it is deemed
to be the note of A endorsed by B. Hence,
in this province, in default of protest for
non-payment and of notice thereof, B is
discharged from liability on the note.

THE facts appear from the judg-
ment of the Trial Judge, which
was unanimously upheld on appeal to
the Court of Review.

JupeMeNT (Dunrop, J.): In this
case the plaintiff inscribes in review of
the judgment of the Superior Court dis-
missing his action with costs. He sues
the defendant on a promissory note
which bears interest at the rate of 120
per cent. and which is in form, as
follows:

Montreal, November 21s8t, 1902

One month after date, for value recelved.
we jointly and severally promise to pay to the
order of M. Tapley, 246 St. James strect here,
the sum of $100 with interest after maturity,
at the rate of 1207% per annum until paid.

ARMAND DUPUS.

Endorser. FRANCIS PAQUET.

The question to be considered is as
to whether the defendant Paquet is to

be considered as one of the makers of

_the note, having signed his name to the

note below the signature of Armand
Dupus, the other maker, or as endorser,
inasmuch as he has expressly added this
quality to his signature.

The extent of the obligations as-
sumed in and by promissory notes ought
to be determined between the parties
contracting, as in other contracts, by
the intention of the parties rather than
by the particular place where one of
the parties has placed his signature.

The obligations which the defendant
undertook by signing the note as en-
dorser were very arduous. He was not
only responsible for the sum of $100,
but also for interest at the exorbitant
rate of 120 per cent. per annum until
paid. I think he was clearly entitled to
notice of protest, and that the note in
question should have been protested ac-
cording to law.

There is no doubt that notes pay-
able by instalments can be protested in
the same manner as other promissory
notes. I am of opinion that the de-
fendant having expressly declared his
intention of signing the note in ques-
tion as endorser, is to be considered as
such, and, inasmuch as the plaintiff has
not protested the note in question at
maturity, the defendant is relieved from
all obligations.

It may be noted that the promissory
note in question is made on a printed
form. The only part not printed is the
date and the name of the payee and the
amount of the note. Now, the defend-
ant signed this note as endorser. This
is evident, as.the word “Endorser” ap-
pears before his signature. The plaint-
iff accepted the defendant as endorser
of the note, by retaining the note. If
he was not satisfied with his signature
as endorser, he should have returned the
note to the defendant, wihch he did
not do.

As I view the case, the defendant is
only liable as endorser and subject to
the rights and liabilities of an endorser,
and as he never waived protest, the note
should have been protested and notice
of protest given to him according to
law. The trial judge has quoted at



64 THE BANKERS MAGAZINE

length, in his judgment, various au-
thorities in support of the decision he
arrived at, dismissing the plaintiff’s ac-
tion with costs. It is unnecessary for
me to recite at length these authorities.
I am of opinion they support his
decision.

After a careful examination of the
case, I am of opinion that the judg-
ment of the Superior Court, dismissing
the plaintiff’s action was right and
should be confirmed, with costs against
the plaintiff in both courts.

BILLS AND NOTES—DEFENCE
OF ILLEGAL CONSIDERATION
—BURDEN OF PROOF.

DEAN vs. McLEAN.

DEAN vs. MCLEAN (44 N. S. R,, p. 147).

The defence to an action on a promissory
note was that the note in question was given
for money advanced by the plaintiff with
knowledge that it was to be used in an
illegal stock jobbing transaction.

Held, by Russell and Drysdale, JJ., that,
in order to succeed in this defence, it was
necessary for the defendant to show that he
was engaged in an illegal transaction and
that plaintiff knew, when he advanced the
money, that it was to be used for the fur-
therance of such transaction, and that, in
the absence of such evidence, there should
be judgment for plaintiff for the amount
claimed with costs,

Meagher, J., dissented.

THIS was an action on a promissory

note for $812.10, being a renewal
of a former note for $1,300. The orig-
inal note had been given in settlement
of a claim by the plaintiff against the
defendant for a much larger sum of
money. The defence to the claim upon
the note was that it represented money
lent by the defendant to the plaintiff,
which moncy to the knowledge of the
plaintiff was to be used in the carry-
ing out of an illegal transaction. The
defendant had purchased forty shares
of Dominion Coal Company stock, pay-
ing a dcposit of $200, and these shares
declining in value, he had borrowed
three sums of money from the plaintiff,
to be paid by way of a further margin
on the stock. As a matter of fact the

plaintiff himself paid the last sum of
$500 to the brokers. It was contended
that this transaction was within Sec.
281 of the Criminal Code, aimed at
making a contract purporting to buy or
sell shares without the bona fide inten-
tion of acquiring the shares a criminal
offence. The Trial Judge found in fa-
vor of this view and dismissed the ac-
tion. From this an appeal was taken.

JupeMENT (Russerr, J.): Under
the section relating to stock transac-
tions (s. 281 of the Criminal Code), the
defendant could lawfully contract to
buy forty shares of the Dominion Coal
Company’s stock, allowing the broker
to retain the shares as security for the
advance of the purchase money. There
is no evidence that the broker did not
purchase the stock and so retain it. If
he had failed to do so, and rendered
accounts from time to time which were
mere fictions, crediting the defendant
with dividends and charging him with
interest, there is no clear evidence that
the defendant was aware of the fact.

If the defendant were aware of the
fact, the plaintiff would not be disen-
titled to recover on his note unless, at
the time he loaned the money, he was
aware that the object of the loan was
the pretended purchase of the shares,
and that they were not to be really
bought by the broker and held for the
defendant, and as the property of the
defendant subject to the lien.

To an interrogatory, combining two
questions in one, the plaintiff made an
answer which, at the most, implies that
he did not think the defendant was buy-
ing the stock out and out, by which, I
take it, he meant that he was not paying
for it out and out. It is not even clear
that the witness is not speaking of an
impression acquired after the date of
the loan. There is, on the other hand,
affirmative evidence that the plaintiff
believed that the stock was to be paid
for out and out. The learned Judge
asked the question: “When he came
the second time for the money, what
was he to do with it?” The answer is:
“He was to apply it on the stock, to
help buy the forty shares of coal out-
right”” A moment before this the
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learned judge said to the plaintiff:

“You knew he was not buying $4,000
worth of stock as an investment?
A—I don’t think the stock came to
that. There was $1,700 paid on it, and
if he applied $100 a month it was not
impossible for him to get the money to
pay for the certificates.”

Still earlier, the plaintiff had said
that he had not put up the money be-
cause he thought the defendant was try-
ing to redeem the securities.

It is not necessary to conclude that
these answers were perfectly candid.
The defendant had already said, in
answer to a question whether he had
explained all the circumstances to the
plaintiff: “Certainly, he was familiar
with them from the first.” But there is
no clear evidence that there were any
circumstances to be explained except
that the defendant was buying stock on
margin to be held by the broker for ad-
vances pending a rise in the value,
which is a perfectly lawful transaction.

The defendant then expressed the
opinion that no broker who wag not run-
ning a bucket shop would accept a five-
point margin.

There is no evidence, apart from the
vague, general statement already re-
ferred to, as to his knowledge of all the

circumstances, that the plaintiff knew
that the stock was bought on a five per
cent. margin, and none whatever that,
if he had known this, he would have
known enough to accept it as the infalli-
ble indication of a bucket-shop trans-
action, assuming in defendant’s favor
that he was well informed in expressing
such an opinion.

In order to succeed in the unrighteous
defence set up against the plaintiff’s
claim for the money advanced, it was
necessary for the defendant to show
that he was engaged in an illegal trans-
action, and that the plaintiff knew,
when he advanced the money, that it
was to be used for the furtherance of
such illegal transaction. I can find no
very clear evidence to support the first
of these propositions, or even to show
that the stock was not really purchased
by the broker and held for advance, al-
though it seems altogether probable
that it was not. But there is certainly
no evidence to show that the plaintiff
was aware, when he advanced the
money, that it was to be used for an
illegal purpose. The appeal should,
therefore, I think, be allowed with
costs, and judgment entered for the
plaintiff for the amount claimed with
costs.

REPLIES TO LAW AND BANKING QUESTIONS

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

CASHIER’'S CHECK
Broomssure, Pa., Nov. 28, 1910.

Editor Bankers Magazine:

As a rcader of your Journal, would you
kindly advise me through your magazine
or by mail if you care to do so, whether or
not a cashier’s check issued by a national
bank is trust funds, and whether or not it
is a preferred claim over ordinary deposits
and other creditors.

M. MirLrerseEN, Cashier.

Answer: In the absence of fraud, a
cashier’s check, whether issued for
money deposited at the time, or in pay-
ment for a past due indebtedness, is not
different from any other simple con-
tract of the bank, and the holder is not
entitled to any preference in case of

the insolvency of the bank. Where,
however, there is a fraud, the person
receiving such check may repudiate the
transaction, return the check, and re-
cover the money specifically, if he is
able to trace it into the hands of the
receiver.

NOTE PAYABLE AT BANK — DIS-

CHARGE OF INDORSER

AsHeviLre, N. C., Nov. 2, 1910.
Editor Bankers Magazine:
Sm: Please answer through your columns,
the following questions:

Ist. If A’s note with the usual waivers
of protest, notice, etc., is endorsed by B,
and is due and payable at this bank, and this
bank elects or neglects to charge it to A’s

’
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account, which is good for the amount, and
later A withdraws his money, can we then
collect from B, the endorser, A being in-
solvent?

2nd. Should a bank consider a note pay-
able at its office, an order to pay when pre-
sented, any day after date of its maturity?

It is a well settled fact that it should
pay on the day of its maturity, but I have
not scen any decisions answering this ques-
tion, satistactorily. W. B. W.

Answer: (1) Whether a bank which
is the holder of a note discharges an in-
dorser by failing to apply the deposit
of the maker to the payment of the note
is a question upon which the authorities
differ. In some States it is held that
an indorser has no right to insist that
the bank pay the instrument out of the
deposit of the maker or acceptor.
(Second Nat. Bank vs. Hill, 76 Ind.
223; McShane vs. Howard Bank, 73
Md. 1385; Citizens Bank vs. Booze, 75
Mo. 189; Bank of British Columbia vs.
Jeffa, 15 Wash. 280.) But in other
States it has been held that if a bank
has funds of the depositor which it may
apply to the payment of the instrument
at its maturity, and does not do so, but
allows the depositor to draw them out,
this discharges the indorsers and all

parties to the instrument who are
merely sureties. (Commercial Nat.
Bank vs. Henninger, 105 Pa. St. 496;
McDowell vs. Bank of Wilmington, 1
Harrington [Del.] 869; Dawson vs.
Real Estate Bank, 5 Ark. 283; Pursi-
full vs. Pineville Banking Co. 97 Ky.
154.) The question does not appear to
have been decided in North Carolina.
(2) The provision of the Negotiable
Instruments Law is, “Where the instru-
ment is made payable at a bank it is
equivalent to an order to the bank to
pay the same for the aécount of the
principal debtor thereon.” (Sec. 87
N. C. Act.) This language is general,
and there seems to be no reason why it
should be limited to cases where pre-
sentment is made on the date of ma-
turity. Such a note is to be treated, so
far as the bank is concerned, as if it
were a check; and while the failure to
make presentment on the day of ma-
turity may discharge the indorsers, it
does not affect the liability of the
maker. Until the maker directs the
bank to refuse payment, the note may
be regarded as a continuing order upon
the bank, just as a check would be.

AMENDING THE NEGOTIABLE INSTRUMENTS
LAW

Editor Bankers Magazine:

I AM in receipt of your communica-
tion respecting the recent act of the
Massachusetts Legislature, which adds
to Scction 102 of the Negotiable In-
struments Law a proviso as follows:

“Provided, however, that no person
receiving any check, draft, bill of ex-
change, or promissory note payable on
demand shall be deemed guilty of any
neglect or omission of duty, or incur
any liability, for not presenting for
payment or acceptance or collection
such check, draft, bill of exchange or
promissory note on a Saturday; pro-
vided, also, that the same shall be duly
presented for payment or acceptance or
collection on the next succeeding busi-
ness day.”

This amendment illustrates one of the
great difficulties to be overcome in se-
curing uniform laws. No sooner do the
twenty-odd commissions on uniform
laws and the American Bar Association
—which may fairly be presumed to
know something about the subject—ob-
tain the general enactment of a uni-
form statute, when some one proposes
an amendment that immediately de-
stroys uniformity. It was well enough,
perhaps, for the legislature of Massa-
chusetts to define the duty of a collect-
ing agent with respect to paper ma-
turing on Saturday, but such legislation
should not have been put into the Ne-
gotiable Instruments Law; for it is not
germane to anything within the scope
of that Act, which is confined strictly
to the law of commercial paper, as the
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limits of that subject are understood
by Courts and lawyers. The act de-
fines the liabilities of the pARTIEs to
such paper, and the rights and duties
of the holder; but the duties and obli-
gations of an agent taking commercial
paper for collection belong to the law
of agency or banking, and any legisla-
tion on this head should be put into
some statute relating to those subjects,
or into some independent act. Any
other course is bound to end in that very
confusion which uniform laws are in-
tended to remove.

The difference between the duties of a
holder (which is properly a part of the
law of commercial paper) and the
duties of a collecting agent (which be-
long to another branch of the law)
were well illustrated by the Court of
Appeals of New York in First Nat.
Bank of Meadville vs. Fourth Nat.
Bank of New York (77 N. Y. 820; 89
N. Y. 412) where it was said:

“Suppose an agent receives for col-
lection from the payee a sight draft.
No circumstances can make it his duty,
in order to charge the drawer, to pre-
sent it for payment until the next day.
He has entered into no contract with
the drawer, is not employed or paid by
him to render him any service, and owes
him no duty to protect him from loss.
What is required to be done to charge
the drawer is simply a compliance with
the condition attached to the draft, as
if written therein; and that condition
is in all cases complied with by presen-
tation, demand, and notice on the next
day after receipt of the draft. But
suppose the agent, on the day he re-
ceives the draft, obtains reliable infor-
mation that the drawee must fail the
next day, and that the draft will not
be paid unless immediately presented;
what, then, is the duty he owes his prin-
cipal, whose interest for a compensa-
tion he has agreed with proper diligence
and skill to serve in and about the col-
lection of the draft? Clearly, all would
say, to present the draft at once; and
if he fails to do this and loss ensues,
he incurs responsibility to his principal;

and yet the drawer would be charged if
it was not presented until the next day.”

Now, if the Negotiable Instruments
Law is to be amended so as to define
the duties of agents having paper to
collect, its scope must be greatly en-
larged. For example, the act requires
no presentment for acceptance where
the bill is payable at a fixed time after
date at the drawce’s residence or place
of business; but if we are to go beyond
the legal duties which the holder owes
to the parties to the paper, and take up
the question of the duties which the
agent of the holder owes to his prin-
cipal, we should have to make consider-
able additions to the Act. But, to do
this would be a wide departure from the
general scheme of the Act, which was
intentionally limited to the law of com-
mercial paper. The omission of all such
matters as that covered by the Massa-
chusetts amendment was not by over-
sight, but by design; and the object was
to preserve that orderly arrangement
which is indispensable to any clear and
scientific statement of the law.

The American Bankers’ Association
has rendered the American Bar Associa-
tion some valuable aid in securing the
general adoption of the Negotiable In-
struments Law; but if the bankers con-
tinue their activities in the way of pro-
posing additions to the law, the Bar
Association may have to regret the alli-
ance. In New York, for example, some
one claiming to represent the banks has
procured from the legislature the en-
actment of a new section as follows:

“No bank shall be liable to a deposi-
tor for the payment by it of a forged or
raised check, unless within one year af-
ter the return to the depositor of the
voucher of such payment, such depositor
shall notify the bank that the check so
paid was forged or raised.” (Sec. 326.)

Now, this new section has nothing
whatever to do with the law of com-
mercial paper, and to add it to the Ne-
gotiable Instruments Law was a disre-
gard of all scientific arrangement. As
an amendment to the Banking Law it
might have done very well, but as an
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amendment to the Negotiable Instru-
ments Law it is out of place. Let the
banks secure all the legislation they
want to regulate their dealings with
their customers—no one has any objec-

tion to that—but let them do so by way

of independent acts, and not by putting

riders on the Negotiable Instruments

Law. Joun J. CRAWFORD.
New York, Nov. 25, 1910.

INVESTMENTS

Conducted by Franklin Escher

BONDS VS. REAL ESTATE MORTGAGES

A STUDY OF THE INVESTMENT ADVANTAGES OF THE CORPORA-
TION BOND

By E. D. Pouch, of Pouch & Co.

HE difference between ‘“mortgage
bonds” issued by railroads and
“real estate mortgages” is very often
misunderstood by prospective investors.
In many cases the statements made by
sellers of either kind of investment are
misleading and inaccurate. We, there-
fore, aim to show herewith their com-
parative investment features.

A mortgage on either a parcel of real
estate or on a railroad is practically the
same class of security, the chief differ-
ence being that the real estate mortgage
is usually sold in its entirety, and ma-
tures in a very few years, usually two
or three; while the railroad bond rep-
resents the participation of the holder,
usually to the extent of $1,000 in a large
mortgage held by a trustee for the
benefit of the various holders of the
separate $1,000 bonds, which generally
matures after a long period of years.
When issued under the right conditions,
both classes are, of course, safe invest-
ments, being fundamentally identical,
the form being the chief difference. For
many reasons the form of the ‘rail-
rond bond” investment can be recom-
mended.

The most important requisites for
sound investment, are

Security of Principal.

Security of Income.

Convertibility into Cash.

SeEcuriTY oF PRINCIPAL.

It is self evident that the highest in-
come and the best security do not go
hand in hand and an investor must
choose one or the other. Therefore,
mortgages on highly improved prop-
erties, both railroad and real estate,
will yield the investor much less than
unimproved properties. Therefore, the
equity above a railroad bond issue is
often relatively expressed in the yield
and market price of its bonds compared
with other bonds.. These market quo-
tations are the combined opinions of
financial communities, and are not an
individual’s appraisal. The stocks of
corporations also express a tangible
equity when they enjoy a good market
value or pay dividends.

The rate per mile of bonds issued on
a certain line of road is a good guide
on “‘security of principal” by compari-
son with the average cost of construc-
tion, and with other similar standard
railroad properties. The simplest and
best guide is the “security of income,”
which is explained later.

* Whereas a real estate mortgage may
show good equity in the appraised value-
of the property, usually one man’s opin-
ion, this equity is decidedly arbitrary,
and sometimes amounts to a small sum
of money as compared with railroad
bond equitics. In a drop of the local
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real estate market, due possibly to un-
desirable neighbors, this equity may
vanish very quickly; and may be actu-
ally protected very little of the time by
a market bid for the property. Ap-
praisers often acknowledge a great dif-
ference between “appraised value” and
“selling value.” Also the physical con-
dition of real estate may deteriorate
rapidly without the notice of the mort-
gage holder, while the annual reports
of any standard railroad show vast
sums spent for improvements as well as
maintenance.

SEcuriTY oF INCOME.

The fact that thc earnings of the
railroad companies are published by the
Interstate Commerce Commission each
month, showing their actual earning
power, enables one to figure very quick-
ly the security of his investment or his
equity as regards income. Real estate
rentals (or incomes on which appraisals
are largely based) are not as depend-
able as the incomes of good corpora-
tions. Furthermore, the dwelling house
rental is far from steady and at times
is nothing, often being dependent on
one tenant alone.

First-class investment brokers will
only recommend bonds of railroads
whose income is far in excess of neces-
sary interest charges, such income being
derived from many different communi-
ties and industries. In this way the risk
is distributed and not concentrated as
is the real estate mortgage, which is
particularly emphasized at foreclosure.

The equity above the railroad and
corporation bond increases enormously
as the earnings increase, which, of
course, enhances the market value of
their bonds and stocks; whereas, in a
real estate mortgage, if the property in-
creases in appraised value, the amount
of the mortgage itself is raised at ma-
turity to as high a percentage as pos-
sible.

MARKETABILITY OR CONVERTIBILITY.

Good railroad bonds are among the
best collateral to use in securing a bank

loan. Almost any institution will loan
eighty per cent. of their market value
at all times. This is very important to
business men, who may want to borrow
or raise money on short notice in the
ordinary course of business. On the
other hand, trust companies are reluc-
tant to accept real estate mortgages as
collateral, owing to the difficulties in
marketing same—as shown above—and
national banks are restricted in loaning
on real estate; at any rate, there would
be considerable delay in borrowing
when it might be costly and embarrass-
ing; and the rate on the loan, if se-
cured, wotld also probably express the
attitude of the lender toward the col-
lateral.

The railroad bond is part of a large
issue, owned by many people who may
desire to buy additional bonds of that
issue at any time, and if the owner has
$5,000 and desires to raise $1,000, he
does not have to sell or sacrifice the lot;
the bond passes to the new owner on
delivery, without recording; and with
its long maturity, has a quoted market
price, which can be taken advantage of
at any time without waiting for the
time of maturity, and very often at a
premium over the price paid.

Securing a market for one’s real es-
tate mortgage is very difficult even in
good times, because it may be too large
an amount or too small for the buyer—
it must be sold as a unit, irrespective of
whether the owner wants to liquidate
all or part of it. The shortness of the
unexpired term of the mortgage might
also be unattractive to an investor. The
property is usually unknown to the
buyer and must be investigated with
considerable trouble (including the
question of fire insurance and taxes)
and expense, embracing survey, regis-
tration and title guarantee expenses, or
a large commission to a company cover-
ing these services.

If one is forced to sell his real estate
mortgage during a financial depression,
a considerable loss of principal is usu-
ally taken—often greater proportion-
ately than in the case of railroad and
corporation bonds that have a ready
market, irrespective of the probable low



Gas and Electric Companies.

Railroad 8tocks and are more closely held.

Electric Company -

received its 5 per cent dividend.

A. H. BICKMORE & C0., Bankers

To Increase Principal and Income

No form of Investment has proven more uniformly 8afe and Profitable than the Shares of
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price of bonds during such depressions.
It is also during these depressions that
the narrow real estate market is flooded
with new mortgages at most attractive
high interest rates, which necessitates a
sacrifice of a part of the seller’s prin-
cipal, if he is fortunate enough to locate
a buyer.

ENHANCEMENT oF PRINCIPAL.

By using judgment in selecting the
bonds of companies which have a prom-
ising future. an investor can from time
to time add materially to his principal
on account of a steady increase in the
market value of his bond. This is in
no sense of the word speculation, but
wise investment of capital, in such a
manner that the growing wealth of this
country will not only increase the com-
pany’s earning power, but also give a
direct participation to the bondholders
in the steadily increasing value of the
property on which the loan is secured.
This is always reflected in the market
price of the securitics. Many promi-
nent investors and estates have, by re-
investment in this way, largely in-
creased their principal during the won-
derful growth of our country’s corpora-
tions. On the other hand, the holder of
a real estate mortgage has nothing to
look forward to in the nature of en-
hancement of his principal.

The one condition under which there
is any reason to purchase real estate

)

mortgages with as short maturities as
possible, is when railroad and corpora-
tion bonds are selling so high that there
is no opportunity to invest in them at a
fair return; the object being to tempo-
rarily employ one’s capital. When
these short investments fall due, one
might then reinvest in bonds at a very
much lower market level than had been
current two or three years previous.
This could also be accomplished by buy-
ing railroad company notes, other short
time investments, or possibly a certifi-
cate of deposit of a trust company.

The fact that the best guaranteed real
estate mortgages often yield more than
the highest class railroad bonds, say,
for example, four and one-half against
four and one-quarter, proves that there
must be some desirable features which
create a demand sufficient to hold com-
parative prices in this way, showing
railroad bonds the more in demand.
Conversely, if real estate mortgages
were more desirable to the average in-
vestor, the price would show it, and the
demand would reverse the income basis
of each class.

Among other reasons explaining this
contrast between the income from bonds
and real estate mortgages, is the op-
portunity offered every few years to
buy railroad bonds at low prices and
probably after a year or so sell them at
high prices, increasing the principal as
already described. Records prove this
opportunity. In the last sixteen years
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bonds have generally advanced eleven
vears and declined five years.

Under the same conditions which pro-
duce higher real estate mortgage rates,
railroad bonds are probably five or more
points below their normal market price.
Therefore it seems to be short-sighted
policy to buy real estate mortgages just
because of a possible advance of one-
half of one per cent. in interest rate.
Normal conditions may again be current
in a year’s time after your purchase of
railroad bonds. In one case, the real
estate mortgage buyer may receive one-
half of one per cent. more interest for,
say, two years (one per cent.), and the
purchaser of bonds, will probably re-
ceive a five per cent. increase of prin-
cipal, a gain of at least four per cent.
net over the real estate mortgage, mod-
estly estimating bond market changes.

Suppose a trustee invested in guar-
anteed real estate mortgages for fifteen
years at three-year intervals. He would
probably secure an average, covering
the five renewals, of not over four and
one-half per cent. and possibly under.
Money rates might be such that four
per cent. was the best rate at most re-
newals.  Therefore there would be
really no gain over the income from a
long term four and one-half per cent.
railroad bond, which possesses other
advantages.

MoxeEy MARKET INFLUENCE.

The general money market largely
influences the rate of interest on the
real estate mortgage, while the rate on

a bond, of course, remains fixed.
Therefore, when time money rates
change at the money centers, the rate on
new real estate mortgages either ad-
vances or declines, according to “time
rates.” Bonds are also affected in their
quoted value, their market price declin-
ing as a rule when money rates
“tighten,” and advancing when money
is very ‘“cheap.” Those real estate
mortgages that have not matured, must
also change in relative value, even if
not expressed in market quotations.
This is easily verified if a holder of a
guaranteed mortgage will go back to a
title company a year after his pur-
chase and try to resell. If time money
rates have declined considerably during
the year he probably will be quickly ac-
commodated ; while if money is “tight”
and he insists on a sale, he will un-
doubtedly take some loss of principal—
and this is his best and only “market.”
This expresses the rise or decline in
value of real estate mortgages quite like
other securities.

OtHER CorpPorRATION BonNbs.

Standard industrial and public ser-
vice corporations have now so well
demonstrated their credit that their
bonds can be classified in a general way
with railroad bonds in this contrast with
real estate mortgages. In making a
choice one must use the same good judg-
ment necessary as in selecting, for ex-
ample, a real estate mortgage, in which
mistakes are frequently made by the in-
experienced purchasers.
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It is often said by those who do not
thoroughly understand a real estate
mortgage proposition that is guaranteed
by a title company, that they can imme-
diately collect the principal from the
company on any default. A year and a
half must elapse, however, before the
mortgage holder has any claim on the
guaranty company itself. The holder
of a railroad bond, however, practically
always has a much quicker claim
through the trustee (from one to six
months) against the corporation, of
whose mortgage he is a part holder.

Tax ExeMpTION.

A new law, effective June 23, 1910,
enables a holder of any mortgage bond
on property in New York State, where
the mortgage is recorded in the State,
to have his bond stamped tax exempt
until maturity by paying one-half of
one per cent. to the State. This charge
of five dollars per bond is so small, dis-
tributed over the ordinary life of a rail-
road bond, that it is a negligible quan-
tity especially as regards basis. This
same charge in the case of a real estate
mortgage distributed over three years
will make an annual difference of $1.66
per $1,000, which must affect the rate
of interest, although the tax is not di-
rectly paid by the purchaser.

As regards tax exemption, therefore,
the new law places the railroad mort-
gage within the reach of investors re-
quiring this form, and without appre-
ciable cost, or any disadvantage.

‘“ HARD CASES "

GROUP of bond salesmen were

gathered in the lobby of a Spring-
field hotel after dinner, discussing ex-
periences. The talk ran to “hard
cases.”

“I got my training in the bond busi-
ness with Matt C. Smith,” said a sales-
man for a New York bond house.
“Smith is now treasurer of the United
States & Mexican Trust Company, with
headquarters in New York. At the

time I started with him he was traveling
for a big Chicago bond house and mak-
ing a specialty of hard cases—men that
no one else could see.

“I was his ‘private secretary’; did
nothing but go out ahead of him and
make appointments. This, by the way,
was a great idea of his. The prestige
of a private secretary would get him
audiences with people he never could
have reached otherwise and he was the
kind that with a clear track and a hear-
ing would close pretty near every man
he saw. But that is another story.

“One afternoon in Buffalo, N. Y.,
we had a little spare time and no ap-
pointments, so we started out to see a
few good people ‘catch as catch can’.
We struck one place, a big manufac-
turer’s, and were ushered into his pri-
vate office. The fellow was studying
some reports on his desk. Smith laid
his card before him. The man read the
card, gave Smith a mean sort of a look
and, without saying a word, nodded with
his head in the direction of the door.
Then he turned back to his reports.
Smith stood still for a while and then
cleared his throat. Hearing this, the
manufacturer, without looking up, re-
moved the card from his desk and
dropped it in the waste paper basket.

“Smith got a little pale, leaned over
and in a hard, cold voice that vibrated
with wrath, spoke right in the man’s
ear.

“‘Pick up that card, you boor! he
said. The fellow’s face got red, he
glanced sidewise at Smith, who was a
pretty husky boy, and finally he leaned
over and dug the card out of the waste
basket and handed it back to Smith.

‘I beg your pardon,’ said he. Smith
turned to go and I followed him. The
manufacturer called to us to stop, but
Smith wouldn’t listen. ‘I wouldn’t sell
a cur like that,” he told me.

“Another one of Smith’s specialties
was dealing with the busy little business
man who keeps a salesman standing by
his desk without so much as a greeting
while he goes on reading mail. Smith
would gently roll the man’s chair to one
side and sit himself on the mail. Then
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he would start in with his talk, address-
ing the prospect from a seat on the
desk.

“It takes a husky man with nerve to
adopt these tactics, but after a wide ex-
perience in dealing with office boors, I
think it is the best. It sort o’ wakes

them up to themselves. It’s been a long
time since Smith carried the Wallet, and
to meet him you would think he loved
peace and diplomacy above everything.
But if I were going up against one of
these fire eaters I don’t know a man I'd
rather take along than Matt C. Smith.”

WATER COMPANY BONDS

A DISCUSSION OF WHAT CONSTITUTES ONE OF THE BEST CLASSES
OF PUBLIC SERVICE CORPORATION SECURITIES

By Lawrence Chamberlain

OF all public service issues, none,

perhaps, is more simple of under-
standing than Water Company Bonds.
These are not to be confused with Water
Power (sometimes called Hydro-elec-
tric Power) Bonds, nor with the water
bonds issued by municipalities. What
is meant are bonds issued by companies
which supply to municipalities, corpo-
rations and individuals the advantages
of hydrant and faucet for delivering
water piped primarily as liquid rather
than as power.

CONDITIONS AFFECTING THE WATER
SuppLy.

Water companies are not so depend-
ent on steadiness of flow as power com-
panies, because it is so much easier to
store the fluid than the energy; but the
ultimate source of supply must be un-
failing from one year to another. Steam
generators may substitute energy when
waterpower fails, but there is no substi-
tute for the supply of a water company.
It ought never to fail. Therefore, the

nature, extent, and permanency of the
source, and the facilities for storage
over a dry season require thorough in-
vestigation. :

There is no uniformity of law
throughout the country as to the right
to draw water from rivers and other
sources of supply. Priority of occu-
pancy and appropriation is the cardinal
principle of the arid states. Legisla-
tion elsewhere tends to conserve the
flow and protect the quality of water
for the benefit of all. A bond buyer
will wish to be satisfied as to the pro-
tection offered by the state to the draw-
ing of water for the fundamental uses
of the water company. By law or
natural conditions the company should
be safeguarded from subsequent ap-
propriation of the supply for irrigation,
the generation of power, etc.

Since the use of water, even for
drinking and other domestic purposes,
requires a certain amount of energy of
position, it is a pertinent question as af-
fecting economy of operation how this
head is obtained. The gravity system,
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sufficiently described in the name, is the
most economical to install and maintain.
It is adapted, of course, to towns situ-
ated within reach of mountain heights.

The pumping system, common in the
flat country of the Middle West, is not
only more expensive to install and main-
tain, since it requires machinery and
some labor, but it is uneconomical in the
sense that two sets of pumps are nec-
essary for uninterrupted service, espe-
cially when the pumping is directly into
the mains, rather than into stand-pipes.
The use of both systems by one water
company is not infrequent.

THE QUESTION OF QUALITY.

The water supply interests an investi-
gator in other respects than in quantity,
steadiness, and permanency. Water
companies sometimes face a serious diffi-
culty which is unknown to power com-
panies, in the quality of the water which
they serve. Again the presumption is
in favor of the gravity system. Water
coming from the heights, removed from
settlement and manufacturing, is gener-
ally of satisfactory quality; the impuri-
ties are usually mechanical and can be
removed by sedimentation in reservoirs,
and settling basins. But water pumped
from rivers is likely to contain vegetable
impurities which can be eliminated only
by filtration. Therefore, it is usual to
maintain testing laboratories at the
pumping stations to make frequent if
not daily examination of the supply, for
both chemicdl and bacteriological im-
purities.

Filtration, however, is not necessarily
expensive; and the majority of modern
plants are equipped with filtration sys-
tems. Consumers ordinarily do not ob-
ject to paying for pure water; and a
company’s efforts to supply it, to the
advantage of health and life, usually
meet with adequate recognition and ap-
proval.

In a considerable part of the West
there is no potable water to deliver; the
supply from the mains is too brackish.
There may sometimes be relation be-
tween this fact and the willingness or
unwillingness of the inhabitants, gen-

erally, to pipe from the new mains. In
the long-settled East, rural communities,
comfortably supplied with wells, may be
reluctant to change because of preju-
dice, inertia, or frugality.

The growth of a city increases the
demand for water; but if by lack of
proper foresight the source of supply
has been located too near the city, the
water may be contaminated. The well
known history of New York’s public
supply has analogues.

It is of the utmost importance that
the quality of water served be above
suspicion. It is a most despicable trick
of cut-throat finance to arouse in a
community distrust of its water supply
in the interest of a change of regime,
as from private to municipal ownership;
—or in order to depress the price of
a company’s securities. =~ Whatever
chances of success the scheme has are
best in insular communities.

From the economic point of view,
water companies are very favorably sit-
uated as to their supply. In a sense,
water is their raw material, and is ob-
tained free of cost except that of
pumping and purifying. If the supply
is good and permanent, earnings run no
risk from price changes in the raw ma-
terial. There may be transportation
charges,—and right heavy,—as in the
public works of Los Angeles, if the
source is distant many miles; but the
“cost of production,” as distinguished
from the cost of plant and properties,
is low in relation to earnings.

Generally the water supply is a nat-
ural monopoly in that there is never a
substitute for the raw material, and gen-
erally the company owns all the com-
mercially practicable sources. Competi-
tion, relying on lessened costs or su-
perior service, cannot, like Moses, strike
the rock for this material. Less even
than gas lighting, street railroading, and
telephony, does water service lend itself
to competition. In fact the writer knows
of no city where there is competition in
the same district. Large cities may be
served by two or more companies,—Lon-
don has six water companies, each of
which operates in its own section,—but
it is to be doubted if any cities have
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companies competing in the same sec-
tion.

AFFECTING THE WATER
DEMmaND.

CONDITIONS

It is truly said that the demand for
water is as certain and constant as the
demand for food, and it is equally true
that increase in demand is as certain as

increase in the population of communi- -

ties large enough to be served by water
companies. Indeed the demand for
piped water in this country is like popu-
lation in this respect that it never de-
creases. The question is merely as to
the rate of increase Therefore, the
only instances in which we may fear
that established water companies may
fail for lack of demand for what they
have to offer, is when the communities
they serve are wiped out by some great
catastrophe, or by the failure of the
crops, product, or industry upon which
the community thrived.

Even the fire and earthquake in San
Francisco, and the flood in Galveston,
did not cause suspension of business by
the water works companies of these
cities. Although the dividend on the
Spring Valley Water Company of San
Francisco was suspended in 1907, the
surplus for that year was over 300 per
cent. of the previous highest surplus.
We know of no water works company in
this country which has suspended busi-
ness owing to a catastrophe.

TuE PLANT AND THE BusINEss.

When a water service has been insti-
tuted and built in good faith, the ele-
ments of chance and danger are remote
from the other departments of the busi-
ness. The plant itself is not subject to
rapid depreciation, and it is almost im-
mune from fire. Repairs and renewals

made necessary by wear, or the progress
of invention, are few. The mains, of
cast iron pipe, have an indeterminately
long life. Cyclones, floods and con-
flagration will not affect them. Hardly
anything but earthquakes can. '

The dependability of the water supply
business is subject to the proviso that
in the community there is a real need
of piped water, and that the plant was
honestly constructed of fair materials.
Unfortunately, manufacturers of piping,
pumps, or other material, and general
contractors often covenant with a small
town to supply it with water protection
against fire, in order to find a profitable
outlet for materials and labor. The
building of waterworks offers an ex-
cellent opportunity to bury the evi-
dences of cheap material, and construc-
tion and labor. Thus, in the past, the -
building of waterworks in this country
has been overdone.

This, at least, was the situation
twenty years ago. In fact, there was a
circular issued in 1886 by one of the
leading houses devoted to the sale of
water company bonds, calling attention
to the fact that many ill-advised water
works properties were being constructed,
among which there were those which
were promoted for purposes of manipu-
lation only. Since that time, however,
the inevitable weeding-out process of in-
telligent competition has hindered such
practices and at present bond buyers are
not likely to suffer from them.

The comparative simplicity of putting
a water company on its feet and operat-
ing it until a customer is found for the
plant and the securities has attracted
many into the field who have not suffi-
cient initiative and capacity for organi-
zation, to undertake similar ventures in
public lighting or transportation. Here
lies the danger in water bonds. The
safeguard (as always) is reliance in the
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painstaking and intelligent examination
of the property and the company’s con-
dition which any of the better bond-
houses will give.

In the simplicity of the business prob-
lems of the water companies one is re-
minded again of the water power com-
panies. Neither have fire or labor
troubles to contend with. When water
pipes are metered (as they should be,
especially in pumping plants) then there
is something to be done, but usually the
office of a water company is as apathetic
as the corridor of a country savings
bank. '

CaPITALIZATION AND EARNINGS.

Without an engineer’s report there is
no way of ascertaining what is the fair
capitalization for a water company, be-
cause the conditions under which the
supply is obtained vary so widely. The
necessary excess of net earnings over
fixed charges safely can be smaller than
in any other kind of private corporation
because of the stability of earnings. It
will be well to remember that the prime
element of security is not material as-
sets, such as those behind steamship and
equipment bonds, easily convertible into
money on foreclosure, but in the assur-
ance of stable and increasing earnings,
based on an inevitable demand for
water. The per capita indebtedness of
the company, computed on the popula-
tion served, is a poor criterion of fair
capitalization. An examination of 15
water companies in the United States
serving communities of from 3,500 to
865,000 inhabitants shows a bonded
debt per capita ranging from $12.50 to
$78.88, and an average of $32.33.

- The stability of operating and selling
conditions is reflected in earnings. With
a virtually costless raw material, and a
reliable demand at a fixed rate, and
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freedom from competition, except from
wells and similar sources of supply al-
ready established, it is not astonishing
that the earnings of water companies
are not affected by business depression.
As long as the population of cities keeps
increasing, so long should the earnings
of established water companies increase
in fair proportion. If anything further
can strengthen the case, it may be re-
called that water, particularly as sup-
plied for domestic purposes, is paid for
in advance, by reason of the initial de-
posit required ; and all bills are paid at
the offices of the company, so that it does
not have even the expenses of collec-
tion. Water companies market their
product also without the need or ex-
pense of a selling force, or of adver-
tising.
MANAGEMENT.

But the inference is not that the busi-
ness of supplying water to communities
runs entirely of itself. The matter of
management is important; only the im-
portance lies in the friendly relation of
the management to the municipality,
rather than in the necessity of technical
qualifications of a high order. Hence,
local management is to be desired, when,
as usually,.that entails favorable effect
upon local sentiment. If water is now
supplied at a flat rate, and it becomes
advisable to introduce meters, or if there
is hydrant or other municipal business to
be had or kept, officials skilled in diplo-
macy, and not antagonistic to the voters
or city government, greatly aid the com-
pany’s welfare.

CoNTRACTS AND FRANCHISES.

The chief single contract will prob-
ably be with the city. Not only a con-
siderate management but reasonably fa-
vorable rates will be necessary to insure
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a renewal of the contract on favorable
terms, at its expiration, and discourage
any thought of starting a separate plant
for the public uses of the city, or the
thought of buying out the existing plant
for municipal ownership.

Theoretically, municipal ownership
should not prejudice the interests of
bondholders. It may even strengthen
the security, because the city may guar-
antee the bonds in assuming the indebt-
edness; but, practically, any change in
the status quo of a security is liable to
injure it, at least for a time.

The ideal franchise of any company is
perpetual. If limited, it should outlast
the life of the bonds by a few years at
least. This principle has no special ap-
plication to water bonds, but the viola-
tion of it is causing trouble at the pres-
ent time to such an important corpora-
tion as the Denver Union Water Co.

The franchise of the Denver Union
Water Company expired in April 10,
1910. In 1907 the Council of the city
of Denver passed an ordinance provid-
ing for a board of appraisers to be ap-
pointed to appraise the water property
with the view of determining whether it
would be advisable for the city to pur-
chase the property or to grant a new
20-year franchise to the present com-
pany. The appraisers valued the
physical property, the franchise, and the
good will of the company as a going
concern at $14,400,000.

The Denver Union Water Company
controls through stock ownership the
South Platte Reservoir and Irrigation
Company and thereby controls practic-
ally the entirz posible supply for the
city of Denver. The bonded obligations
are $2,400,000 First Mortgage 5s of
the South Platte Canal and Reservoir
Company bonds and $8,000,000 First
Mortgage 5s of the Denver Union Water
Companv. At a special election in May,
1910, the City voted by a substantial

majority not to grant a new franchise.
By an error in the warrant the alterna-
tive question as to whether the city
should purchase the plant was not voted
upon. This is where the matter now
stands. Naturally, the bondholders are
not reassured by present developments,
especially since the city now offers to
purchase the plant for $7,000,000 of its
own bonds.

Another point in relation to contracts
and franchises invites comment. If the
company’s charter requires in so many
words that the water served must be
pure, there opens the question of in-
terpretation. Purity, as applied to
water, the commercial product, is a rela-
tive term. It is conceivable that some
ill-wisher, with ends to serve, might
cause a company considerable trouble on
this score, if it was worth while.

AMORTIZATION.

When the franchises are perpetual
there is not that great need of the grad-
ual amortization of the debt which ob-
tains if the privilege of doing business
expires within a few years of the debt’s
maturity.  Although water company
property is subject to slower deprecia-
tion than steamship, timber, and equip-
ment properties, yet amortization
shoald not be neglected, for one cannot
speak too strongly of the propriety of
instituting sinking funds, or of serial
repayment for the protection of bond
issues of all public service corporations
of whatever kind, and whatever condi-
tions may obtain, respecting the stand-
ing of the company. If water bonds are
not safe without them, no kind is.

It is for lack of sinking fund protec-
tion that the principal of the First
Mortgage 6 per cent. bonds of the Es-
canaba (Michigan) Water Works Com-
pany, due on October 15, 1906, still re-
mains unpaid, although interest at 5 and
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6 per cent. is being irregularly paid and
endorsed on the bonds. All this in the
face of the fact that the net income for
1909 was reported as $28,458.26, and
the average net income for the past nine
years as $17,175.62, and that the com-
pany has recently expended $40,000
upon a filter plant. There is nothing
but lack of inclination to prevent the
bondholders from stepping in and op-
erating the property. But the trouble
and expense of this proceeding would
have been rendered unnecessary by the
establishment of an adequate sinking
fund.

WaTer Bonps 1IN FoRECLOSURE.

This leads to another advantage which
water bonds possess in the comparative

simplicity of operating the plant. If the
bondholders canrot obtain full satisfac-
tion in foreclosure proceedings, they
might do worse than run the plant them-
selves. What is quite impossible in rail-
roading is very feasible in this case.

Viewed in all its aspects the purchase
of the bonds of well-established water
companies is to be encouraged, when
convertibility is not essential to the in-
vestment. And even in convertibility
they are superior to irrigation, steam-
ship, timber, real estate, and some other
kinds of issues. If water bonds are the
best class of municipals, the bonds of
private water companies are, with the
possible exception of gas bonds, the best
class of public service corporation se-
curities.

THE RENASCENCE OF THE ERIE

THE TRANSFORMATION OF A GREAT SYSTEM AND HOW IT IS
BEING ACCOMPLISHED

By Franklin Escher

VERYBODY knows that the Erie is
a railroad with a past. On ac-
count of the great improvements which
are being made in the property a good
many people know that it has a present.
A few people realize that the road has
a future—when the extent and import-
ance of what is going on now in the
way of improving the property is ap-
preciated, their number will be multi-
plied.

The reorganization of 1895 marks
sharply the division between the old
Erie and the new. The old Erie was
the time of Jay Gould, Dan Drew and
their other confreres, whose operations
have passed into history as have those
of Capt. Kidd, Blackbeard and Drake.
Those were the times, when, in order to
evade the injunctions and court orders
constantly hanging over the property,
its offices were carried around in the
capacious pockets of these gentlemen.
The clanking of Jim Fiske’s printing
presses, out of which were being turned
uncounted reams of Erie stock, have
come down the years until the name of

Erie and gross overcapitalization and
mismanagement have become synony-
mous in many investors’ minds. Early
American railroad finance, replete as it
was with picturesque happenings, had
never seen anything like that before.
Sincerely is it to be hoped that we shall
never see anything like it again.

Tue NEw anNp THE OLp.

But between the old Erie and the
new there is a great gulf fixed. During
the early days one reorganization fol-
lowed another, control of the road being
shamelessly bandied about. But finally
the right sort of people took hold of the
property and reorganized it once and
for all. That was in 1895, a year which,
in the history of Erie, is like the Re-
naissance of old. Sweetness and light
did not immediately follow the reforma-
tion in Europe, nor did marvelously effi-
cient management mark the conduct of
Erie’s affairs immediately after its re-
birth 15 years ago. At the same time,
that was the beginning of a new state
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of things—the dawn of a new era when
mismanagement and waste were fol-
lowed by the application of honest prin-
ciples and efficiency, and when the val-
uable but misused property began to be
worked into the great railroad which,
through a]l its troubles, it has always
been destined to become. No easy task
did the new management find when they
took over the property. Severe has been
their handicap on account of the legacy
of dishonesty and mismanagement to
which they fell heir and with which they
have had to contend. All the more
creditable, therefore, are the results
which they are finally beginning to be
able to show.

WorkiNe UNDER DiIFFICULTIES.

To realize what has been accom-
plished by the present management, it
is necessary to understand the handicap
under which it began its operations. In
the first place, on account of the work-
ing overtime of the printing presses of
Messrs. Gould, Fiske et al, the capital-
ization of the road had been swelled to
marvelous proportions—at the time of
the final reorganization noted, it is said
that there were millions of dollars of
stock outstanding of which no record
whatever appeared on the books. In the
second place, the physical condition of
the road and the route over which it
ran was a tremendous drawback. For
in the good old days when the line was
first projected, the route was chosen,
not according to the shortest distances
or the easiest grades, but rather with a
view to running the road through the
territory out of which the biggest sub-
scriptions were to be obtained. An up-
hill-and-down-dale road, therefore, was
the Erie the time the present manage-
ment took hold of it, badly planned in
many places, and containing grades

making anything like economical opera-
tions a physical impossibility.

REALIGNMENT.

Take, first, the physical side of the
property. A glance at what has been
done toward realignment and elimina-
tion of grades is all that is necessary to
see that the present management under-
stood that, at whatever cost, the root of
the difficulty must be struck at. Three
wonderful achievements mark the pro-
gress made. The first of these is the
Guymard cut-off, by which the grades
up around Port Jervis and Susquehanna
were gone around. The second is the
Genesee cut-off in the Western part of
the State, by which the famous Cuba
Hill and Tip Top grades have been cut
out. The third is the open cut through
Bergen Hill, just outside of Jersey
City, by which the economic handling of
trafic at the road’s eastern terminal
has been finally made possible.

THREE GREAT IMPROVEMENTS.

It needed an abiding faith in the
future of the property to undertake
these improvements. The Guymard cut-
off, particularly, will stand as a monu-
ment to the far-seeing policy inaugu-
rated by President Underwood and his
associates. Up the hills at Port Jervis,
about 100 miles out of New York, the
Erie had formerly had Mallet engines
pushing and hauling on freight trains
which, even at that, could never consist
of more than 45 or 50 cars. Grades in
some cases amounted to as much as
1 1-2 per cent. Right here was an ob-
stacle which was the traffic man’s de-
spair, making utterly impossible the
economic handling of traffic. With the
road’s route in that part of the country
blocked by one ridge of mountains after
another, it was realized by the efficient
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trafic men who had taken hold of the
property that the only thing to do was
not to try to force a way across such
mountain ranges but to go around them.
The result was the so-called Guymard
cut-off, a line actually longer than the
section it replaces, but a cut-off in the
sense that it makes the hauling of traffic
an entirely different proposition over
that 50 miles of line. Where the grade
eastbound had been 1.26 per cent., it
was reduced 2-10 per cent. Westbound,
where the grade had been 1.12 per cent.,
it was cut down to 6-10 per cent. Stated
in other words, where the most powerful
engines in the world had been able at
most to haul a train of 45 loaded cars,
it was now made possible for locomo-
tives of ordinary tractive capacity to
pull a train of 85 or 90 cars. That was
equivalent to cutting the expense of the
thing just about in half.

Out in the Western part of the State
very much the same sort of thing was
accomplished by the building of the
Genesee line around Cuba Hill. For
years -Erie’s competitors had been
laughing in their sleeves at the difficul-
ties standing in the way of hauling
through-traffic over a section of line
where the grades reminded one of a
scenic railway at an amusement resort.
To get around these obstacles was a
tremendously expensive operation and
one which, on account of the contour of
the ground, involved the most terrific
engineering difficultics. With those in
charge of the road, however, it was sim-
ply a question of must. Millions were
poured into the Genesee line, and
though for years it was a question as
to whether it would be a success, that
fact has now been demonstrated beyond
question. Completion of the line, to-
gether with the Guymard improvement,
means that the Erie has at last got a
straight line across New York State,
and, in point of grades, second to none.

In considering the various improve-
ments made, the cut through Bergen
Hill must also be taken into account.
Through the tunnel all the traffic of the
Erie, both passenger and freight, had
formerly to go into Jersey City. Con-
gestion, which was continually furnish-

ing full pages of sport for the comic
papers, was the inevitable result. Tie-
ups and delays were the regular order
of things. All that, however, belongs
to the old Erie. The new condition of
things is a four-track open cut running
alongside of the tunnel, affording ample
facility for the bringing in of all the
traffic which Erie has or which it is
likely to have for a good while to come.

Tue FinanciaL Sipk.

From the above it will be seen that
the physical improvement of the Erie
during the past few years has been
remarkable. Had it been possible to
make equal strides in the road’s finan-
cial position, the Erie would now be re-
garded very much more favorably than
it is. The trouble, of course, is that, on
account of the mismanagement of the
property during the old days, capital-
ization became unduly inflated. It is
hard to do anything with a road which is
overcapitalized. The evil effect of such
a condition extends into every phase of
its operation. A road like Erie, capital-
ized very much higher than any of its
competitors, operates at a tremendous
disadvantage as compared with them.

The illustration of how this works is
perhaps to be seen in the inadequacy
of Erie’s car shops and repair depart-
ment. As shown in its last annual
statement, it costs the Erie very much
more to take care of its locomotives and
other equipment than it does the Lehigh
Valley or any of the other roads with
which it competes. That, however, is
only one illustration. With the money
which the road earns largely paid o1t
in bond interest (when it ought to be
available to build car-shops and other-
wise improve the property), the effi-
ciency of the road, it is plain, cannot be
developed as it ought to be. Consider-
ing how the managers of the road have
been handicapped by this consideration,
what they have accomplished is all the
more remarkable.

ExpeEnsive FiNanciNG.

As a result of the small amount of
cash available for working the property,



J. K. Rice, Jr., & Co.

We have good markets in unlisted and inactive
securities and respectfully invite inquirtes.

Phones 7460 to 7466 Hanover.

33 Wall Street, N. Y.

Erie has had to do some expensive
financing during the past few years. The
story of the maturity of a big lot of ita
notes early in 1908 and the way in which
E. H. Harriman and the house of Moz-
gan had to come to the relief of the
property has now become financial his-
tory. Those notes, however, were not
paid off. They were, so to speak, only
extended. They come due next spring
and will have to be taken care of. Be-
cause of that fact a good many people
profess to be exceedingly dubious over
the future of the road. Will thesc notes
be taken care of at maturity or not?—
answer to that may best be had by
considering what happened three years
ago. Earnings at that timec were in a
deplorable condition The panic had
just passed and the whole financial
world was aquiver as a result of the ex-
perience through which it had gone. Yct
so great was confidence n the future cf
the Erie that strong financial interests
were willing to come forward with the
big sum of money of which it was so
much in need. With earnings showing
the improvement they do and the prop-
erty in so much better shape from every
point of view, can there be any doubt
that this road, which was able to com-
mand the money it needed in the dark
month of April of 1008, will be able
to get whatever capital which it may
need in April of 1911?

Tue FuTure oF THE PROPERTY.

The real question of Erie’s future
depends not upon whether it can meet
its obligations as they mature, but,
rather, upon the earnings of the prop-
erty from now on. With gross earnings
as they were last year and the year be-
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fore, it has been shown that the present
management can develop the property
to a high state of efficiency. The ques-
tion is, Will gross earnings continue to
run as they have been running during
the past couple of years?

That depends upon two things—in
the first place, on the general state of
business, and, in the second place, on
the solidity of the progress which has
been made in the road’s operating effi-
ciency. If business is to continue on
anything like its present scale, it seems
hard to see why Erie should not get its
share—why, indeed, earnings should not
gradually approximate the sixty-million
mark. The second consideration, too,
counts for a great deal. By all the cut-
off's, great reductions and other improve-
ments which have been brought about,
it has been made possible for Erie to
earn more out of a given amount of
gross than at any time in its past his-
tory. A period of business prostration
would, without doubt, hit the road
severely and greatly retard its develop-
ment, but with business conditions any-
thing like normal, little doubt need be
entertained of Erie’s ability to take a
satisfactory amount of net earnings out
of a satisfactory amount of gross.

The regeneration of the old Erie has
been a big up-hill fight. Obstacles nu-
merous and difficult have had to be met
and passed. From a condition of bank-
ruptey to a condition of high operating
efficiency is a long distance. All that
distance has not been covered, but many
steps in the right direction have been
made,—enough steps, indeed, to make
most of those who have studied the new
Erie think that it is a road not only
with a big past but with a big future.
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BUSINESS BAROMETERS
SIGNS OF THE TIMES AND HOW THEY CAN BE READ

By Keith Crandall

AS a navigator gets his bearings from

the sun and the stars and can tell
his position to a dot on a thousand miles
of trackless ocean, so the man who
knows the signs in the financial sky can
at any time take his observations and
tell about where things stand. It has
not always been so. Information re-
garding cardinal conditions by which
the financial situation can be judged has
always been available to those who knew
where to find it, but it is only during the
past ten years or so that this informa-
tion has been put into such shape as to
make it available for the average man’s
use. The ordinary reliable financial
publication to-day contains not only
facts and figures, but compilations
which ten or twenty years ago could
only have been obtained by the most
painstaking labor.

Of the various “‘business barometers”
which influence the alert man in the con-
duct of his affairs, the six most impor-
tant are: First, the clearings of the
banks all over the country; second, the
banking position as shown in the quar-
terly Comptroller’s Reports; third, the
production of pig iron; fourth, the carn-
ings of the railroads; fifth, the state of
foreign trade; sixth, the condition of
prices, as shown by the index numbers.

CLEARINGS.

Because of the way in which bank
clearings have come to be compiled in
recent years and the way in which they
show tendencies in various parts of the
country, they have come to be regarded
as one of the most accurate measures of
the business pulse. The mere statement
that total clearings in the United States
rose or fell so-and-so-much, would, of
course, indicate something of the state
of business, but when it is considered
that clearings in various sections of the
country are now accurately to be had, it
will appear that this barometer can be
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read with more than a mere view to the
state of business as a whole. Specula-
tion at any given point, such as New
York or Chicago or New Orleans, might
perhaps cause inordinate clearings, and
strongly influence the statement as a
whole, but with the figures given both
for the principal cities of the country
and for its most important sections, it
is possible to take the statement, divide
it up, and read from it the tendency in
various parts of the country.

Tue CoMPTROLLER’S STATEMENTS.

More complete than they have ever
been before, the quarterly Comptroller’s
Statements on bank condition are mak-
ing more and more of a claim on the
attention of the man who runs his busi-
ness on broad lines. To imagine that
these statements are of interest to the
banker only, is a great mistake. Of all
the various indicators of the state of
business, perhaps none affords to the
business man a more introspective view
into actual conditions than these Comp-
troller’s statements.

Here again the country is divided up
into sections, analysis of conditions in
various parts of the country being thus
made possible. Of the Comptroller’s
statement, the loan account is perhaps
the most important item and the one
from which the most can be read. Loans
of the banks are, of course, a very
faithful reflection of the demands upon
credit.  When loans are unduly ex-
panded, it is a sure sign of strain.

Reference to the last few reports is-
sued by the Comptroller of the Cur-
rency will show how the condition of
business is reflected in the loan account
of the banks. The item of cash, too, is
of great importance, the proportion of
reserves to liabilities affording a good
means of judging the cxtent to which
the banks are in a position to afford
mercantile accommodation. A time
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when bank loans all over the country
are thoroughly extended and reserves
are not particularly strong is certainly
not a time when a boom in trade can
reasonably be expected to begin. How-
ever commercial conditions might war-
rant a forward movement, the capital
needed would be lacking, and such a
movement would necessarily come to an
untimely end before long. *“Shall I bor-
row a lot of money and go ahead and
extend the capacity of my plant?”
Answer to that question in many a man-
ufacturer’s mind is provided by a study
of the broad banking position.

IroN ProbucTtioN.

Iron production is the third of the
great barometers. Compiled by the
“Iron Age,” and other trade publica-
tions, the figures showing the monthly
make of pig iron reflect faithfully con-
ditions prevailing in the steel trade.
Here, again, reference to the way in
which iron production has risen and
fallen during the past few years will
quickly show how closely the state of
business is reflected in the iron made.
With copper and other metals, impor-
tant as are statistics of production, other
conditions enter into consideration, and
the case is entirely different. But with
pig iron, there is no shifting back and
forth across the ocean, no accumulation
of supplies, no disguising of actual con-
ditions. )
make pig iron and let it lie. The bulk

It costs too much money to -

of the material is too great. Ordinarily,
when pig iron production is on the in-
crease it can be taken as a sign highly
indicative of coming improvement in
steel, and so a forerunner of better
things to come in many other lines of
trade.
RaiLroap EaArNINGS.

While the business man is watching
the various things spoken of above, he
will do well, also, to keep his eye upon
the compilations of railroad earnings
offered by the leading financial publica-
tions. Isolated instances are not of
much account, but when the earnings of
a dozen or twenty roads are taken each
month and compared with earnings for
the month preceding, a pretty good line
can be had upon the course of general
business. For, to a remarkable extent,
general business finds its reflection in
earnings of the transportation compa-
nies. The matter is one which must, of
course, be considered broadly and with
full understanding of the fact that busi-
ness conditions take several months to
find their full reflection in railroad earn-
ings; still in these statements of earn-
ings there is to be found one of the most
definite indicators possible of actual
tendencies of business.

ForeioN TrADE.

Again, the state of our trade with the
outside world must be given due con-
sideration. Nothing creates capital like
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an excess of exports. When we sell
more than we buy in a foreign market,
there is a direct cash gain of the differ-
ence, the capital supply of the country
being increased by just so much. About
the capital-producing effect of new
crops, for instance, there is a good deal
of discussion, but concerning this fact
that a surplus of exports over imports
means the creation of new buying
power, there can be no two opinions. It
makes no difference whether the capital
thus gained is allowed to remain on the
other side or is immediately recalled. It
is a credit to our account and means ad-
ditional buying power. Times when new
buying power of this sort is being cre-
ated are usually times of prosperous
business.

Prices.

The sixth and last of the great ba-
rometers of industry are the index num-
bers showing the course of commodity
prices. Bank clearings, railroad earn-
ings and the other factors are more or
less specialized indications, but when we
take this matter of prices, we find the
irrefutable evidence of things as they
actually are. A high level of prices, for

instance, means the tying up of large
amounts of capital, whether or not that
condition of things is shown in sectional
or total statements of bank loans and
clearings.

Made up as they are of the prices of
practically all commodities, these index
numbers are among the best of the indi-
cators as to underlying conditions in the
various markets. Through them, under-
lying conditions can be read as in no
other way. Take a time, for instance,
when the index number has reached a
point such as it reached last January—
the highest on record. In that circum-
stance, all kinds of trouble were pre-
saged. Nor did it fail to come. Every-
thing was bright at the time and the out-
look exceedingly favorable, but to some
far-seeing minds, the fact that prices
were as high as they were, indicated
that the promise for 1910 would not be
followed by fulfillment. So indeed it
turned out. Of what has happened
since, the condition of prices as shown
in the index number early this year was
a remarkably faithful indicator—this, in
fact, constituting a striking example of
how the index number can at times be
read to forecast the future.

THE CROPS AND THE COUNTRY

THE GREAT HARVEST OF 1910 AND ITS BEARING ON THE
SITUATION

By E. Clinton Harper

THAT the crops turned out better

this season than had been ex-
pected is well known, but it is doubtful
if there is anything like general appre-
ciation of the fact that the harvest of
1910 was absolutely the biggest and
best and most valuable in the country’s
history. It is doubtful, too, if there is
generally appreciated the importance of
the influence of the great crop of 1910
on the situation.

Succession of big crops has made us
feel as though a big harvest were to be
expected each year. It is almost taken
for granted that the marketing of eight

or nine billion dollars’ worth of produce
will mark the closing of the year, and
only too little attention is given to the
influence of this great factor on the
situation.

The crops always do mean a great
deal to the business of the country, but
this year they mean more than for a
long while. We never really know how
much we need a thing until we are de-
prived of its use. Back in the summer
when it seemed as though the crops
might be at least a partial failure, what
they meant to the country was better
appreciated.



INVESTMENTS

Crops AND PRiIcEs.

Because of the strain of the high
cost of living, the influence of the crops
on prices appeals most directly to the
average investor. For the decline in
prices which has taken place already in
so many of the necessities of life, and
which bids fair to go further, the great
crops are primarily responsible. All
sorts of theories may be advanced as to
why prices have fallen, but after all,
there is one great underlying reason. A
crop of three billion bushels of corn
means more live stock raised in the
country than ever before, and conse-
quently lower prices for meats and other
farm products. The farmer sees it
coming, he realizes that cheaper feed
means more hogs and cattle and other
live stock raised this season than ever
before. Prices, he figures, are on the
down track, and in order to take advan-
tage of prices before they go down, he
sells out what he is carrying for what
he can get. -

Tue ReLier oF Lower Pricks.

Aside from the benefit of lower prices
to the consumer, there is also to be con-
sidered the fact that lower prices mean
betterment of banking conditions in the
agricultural sections. In the first place,
they are bound to put an end, or, at
least, a check, to the speculation of
land, and in the second place, they are
bound to result in improvement of the
banking situation. With prices falling,
there is little disposition on the part of
the farmer to get bank loans in order
to carry along his product. On the con-
trary, he is more apt to hurry his pro-
duce to the market. The effect of this
is naturally to lessen the strain on credit
—something which is at the present
time of the highest importance, not only
to the banking situation in the agricul-
tural sections, but to the whole country
as well.

Errect oN EARrNINGs.

The second great influence of the
crops is on railroad earnings. With so
great a tonnage of merchandise offered
them, the railroads are naturally able to

POV
Un, .
M
show substantial increassfy inc 2wss,
Most of the produce of thearms, i
must be remembered, has to be h?
very long distance. Some of the wheat
produced in the Northwest is consumed
in Chicago and Minneapolis, but, after
all, the great bulk of it is shipped clear
across the country to the Eastern States
for consumption. Similarly with the
cotton grown in the South,—very little
of it is used anywhere near where it is
grown. Practically all of it has to be
transported to the North for manufac-
ture, the average haul running up to
many hundred miles.

There must also be considered the
tonnage originating from the merchan-
dise which is bought with the proceeds
of the crops. With prices lower, as
they are, the buying power of the agri-
cultural sections is, of course, lessened,
but in spite of that fact, the big crops
of this year mean a buying power suffi-
cient to draw a huge amount of mer-
chandise into the agricultural sections.
All that, again, means tonnage for the
railroads—increase in earnings, and the
ability to buy the supplies and ma-
terials of which they are in need.

So closely is the prosperity of the
railroads bound up with the prosperity
of the country that the fact that big
business is being done by the former
cannot but be reflected most favorably
on business all over the country. The
steel business, for instance, generally
regarded as the barometer of industry,
is naturally stimulated to a great degree
by railroad purchases, whenever the
railroads are prosperous and have
money to spend. It is not only the steel
companies, however, which benefit. Into
numerous affiliated industries the influ-
ence extends, the force of the railroads’
buying making itself felt throughout the
country. As a result, mills which would
otherwise be idle are kept in full opera-
tion, and thousands employed who would
otherwise be without employment.
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As AN ExporT STIMULUS.

The third great influence of the
crops bears upon our financial relation-
ship with the outside markets. More
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and more, as we become a manufactur-
ing nation, agricultural exports are
bound to fall off. At the same time,
and in spite of the gain in population,
which has largely increased domestic
consumption, out of such crops as we
raise, for years to come, there ought
still to be available a great export sur-
plus. This year, on account of the size
of the corn crop, the very fair yield of
wheat, and the high price of cotton, our
agncultural exports seem almost cer-
tain to run very large.

In stimulating exports not only of
agricultural but of other produce, the
decline in prices is bound to have a big
effect. For years, prices have been
higher here than anywhere else, and
this market has been a good one to which
to sell. That really is the explanation
of the tremendous increase of imports
during the past two years. By the de-

cline in prices which has taken place as
a result of this year’s big crops, that
condition has been changed, at least to
a certain degree. With regard to many
articles, this is no longer the best mar-
ket to which to sell, and, on the other
hand, low prices have stimulated foreign
buying where foreign buying would have
otherwise been out of the question.

As a result of these developments, the
foreign trade situation is measurably
improved. We shall probably not see
the great excess of exports of three
years ago, but, at the same time, the
balance of trade in our favor ought to
run heavy enough to satisfy our inter-
national requirements. If this trouble-
some question shall thus be settled, it
will be largely as a result of the 1910
crops, the biggest, the best and most
favorable that the country has ever
known.

INVESTMENT AND MISCELLANEOUS SECURITIES

[Corrected to December 12, 1910.)

GOVERNMENT, STATE AND CITY BONDS.

Quoted by J. Hathaway Pope & Co., brokers
in investment securities and dealers in un-
listed and inactive railroad and industria:

securities, 67 Exchange pl., New York.

Name and Maturity. Price. Yleld.
U. 8. Gov, reg. 2, 1930.....100%-101% 1.66
U. 8. Gov., reg. 8s, 1918......102 -102% 2.60
Panama Canal, reg. 2s, 1936..100%- lol 1.94
Dist. of Columbia 3-668 ......105 -106 .s
Alabama 4s, July, 1966 ......101 -104% 3.77
Colorada 4s, *22 (op. ‘12).... 95 -100 4.00
Connecticut 8%s, Apr. veee 99 <102 8.87
Georgia 4%s, July 1916......104 -106 3.40
Louisiana 4s, Jan., 1914...... 96 -101 _ 3.72
Massachusetts 38, 1940...... 94%- 95 3.76
New York State 3s, ‘69........1011%-103 2.88
North Carolina 6s, Apr., '19..1141%-116% 3.80
South Carolina 4%s, 1933....103 -104 4.22
Tenn. New Settlement 8s, '13.. 95%- 96% 4.490
Va. 6s, B. B. & Co.ctfs., 1871 40 - 45 .o
Boston 3%s. 1929 ........ ... 95 - 96 3.86
New York City 4%s, 1957...106%-1061% 4.10
New York City 4%s, 1917...192 -103 3.95
New York City 48, 1959..... 98%- 99 4.06
New York City 48, 1956.... 98 - 98 4.05
New York City 3's, 1954 8615~ 87%  4.10
New York City 3lgs, 1930.., 8013- 91 4,12
New York City rev. 6s, 1910..101 -101% 1.30
Phlladelphla 4s, Jan., 1938...100 -101% 3.95
St. Louis 4s, July, 1928........100 -101% 3.92

SHORT TERM SECURITIES,

Quoted by J. Hathaway Pope & Co.

Following are current quotations for the
principal short-term rallway and industrial
securities. Date of maturity {is given, be-

cause of the importance of those dates in
computing the value of securities with so
near a maturity. All notes mature on the
first of the month named except where the
day is otherwise specified; interest is semi-
annual on all. Accrued Interest should be
adaed to price.

Name and Maturity

Am. Cig. 4s, “A" Mar. 15, '11 98%- 99%
Am. Cig. 48, “B’" Mar. 16, '12 97%- 98% °
Am. Locomotive §s, Oct,, '10.. 99%-100%
Bethlehem Steel 6s, Nov., '14.. 97 - 98 6.20
“Big Four" 5s, June, °11....100 -100% 4.35
B. R. & P. Equip. 4%s...... 99 -100% ...
Chic. & Alton 58, Mar, 16, '13 983%- 99% ©65.28
C. H. & D. 4s, July, 18...... 96%- 97% §5.05
Diamond Match bs, July, ‘12 88 -100 5.00
Hudson Co. 6s, Oct.,, '11...... 98 -100 6.00
Interboro 6s, May, ‘11........101%-101% 3.92
K. C. R. & L. 68, Sept, '12., 98 - 99 6.50
Maine Central 4s, Dec, '14.... 88 -100 4.26
Minn. & St. Louis 6s, Feb., *11 98%- 99% 6.58
New Orl. Term. 58, Apr., '11..99%-100 8.45
N.Y.C. Equip. 58, Nov,, ‘10 100 -101% 4.15
N.Y.C. Fquin. bs, Nov., °'14..102%-103% 4.18
N.Y.C. Equip. 5s, Nov., '16..103%-104% 4.18
N.Y.C. Equip. 5s, Nov., °19..104%-106% 4.15
N.Y..N.H.&H. 58, Jan., '11....100 -100% 3.70
N.Y..N.H.&H. 6s, Jan., "12....1003%-101 3.93
No. American 5s, May, ‘'l2.. 99 -100 5.00
St. L. & S. F. 4%s, Feb, *12., 95%- 96% 6.00
Southern Ry. 5s, Feb., 1918.... 98 - 98% 6.48
Tidewater 6s, June, '18........100%-101% §5.36
Westinghouse 68, Aug., '10.... 99%-100% 4.28
Wood Worsted 4%s, Mar., '11 99%- .. 4.80
Western Tel, 58, Feb., '12.... 99 - 89% 6.20

Price. Yleld.

4.92
5.10
4.26



INVESTMENTS

GUARANTEED STOCKS. -
Quoted by J. Hathaway Pope & Co.

(Guaranteeing company in parentheses.)

Bid. Asked.

Albany & Susquehanna (D. & H.)..270
Allegheny & West'n (B. R. L. & P).135
Atlanta & Charlotte A. L. (So.R.R.).180
Augusta & Savannah A, (Cen.

of Ga.) ........ ceeeeea 104
Beech Creck (N. Y. Central) ceee 95
Boston & Lowell (B. & M.) ..... 205
Bleecker St. & F. Ry. Co.

St. Ry. C0.) ...cviiierneninnnnnas 16
Boston & Albany (N. Y. Cen)...."ls
Boston & Providence (Old Colony).270
Broadway & 'lth Av. R. R. Co.

(M, St. CO.) vvininaanann 115
Brooklyn Clty R. R. (Bk H R 'R

Co.) ceeernessss 166
Camden ‘& Burllngton ‘Co.

R. R) .eovevernnns S £ 11

Catawissa R. R (Phlla & Read) .112
Cayuga & Susquehanna (D.L.&W.).21b
Cent. Pk. N.&E. R.R. (Met. St. Ry.) 16
Chrlstopher & 10th St. R. R. Co.

M. R.) ciiiiiiineninnannnns %
Cle\'eland & Pittsburg (Pa. R. R.). 164
Cleveland & Pittsburg Betterment.. 93
Columbus & Xenia (Pa. R. R.)....200
Commercial Unjon (Com’l C. Co.)..100
Comn):erclal Union ot Me. (Com. C.

0.) .eiiiinenn
Concord & Montreal (B ‘& M.)....165
Concord & Portsmouth (B. & M.)..175
Conn. & Palsumpslc (B & L.)...130
Conn. River (B. & M.) .........260
Dayton & Mich. pfd. (C.
Delaware & Bound B. (Phlla & R ) 190
Detroit, Hillsdale & S. W. (L. S.

M 8) ........ 95
East Pa. (Phila. & Readlng) ..
Eighth Av. St. R. R. (M. S. R
Elmira & Willlamsport pfd. (Nor.135

& .220
Erie & Pittsburg (Penn R. R.)....185
Franklin Tel. Co, (West. Union)., 40
Ft. Wayne & Jackson pfd. (L. S. &

M. S Cees ..125
Forty-second 8t

st 'R.

(Met. St. Ry.) 200
Georgia R. R. & Bk. Co. (L. & N.

& A. C. L.)
Gold & Stock Tel. Co. (W. U.)....100
Grand River Valley (Mich. Cent. )..120
Hereford Rallway (Maine Central). 8
Inter Ocean Telegraph (W. U.).... 90
Illinois Cen. Leased Lines (Ill. Cen.) 95
Jackson, Lans. & Saginaw (M. C.).. 84
Joliet & Chicago (Chic. & Al)....164
Kalamazco. Al & G. Rapids (L. S

65
. pfd. (Chic. & Al.).125
Lake Shore Bpecla.l (Mlch 8 & N.
Ind.) ceteaneeaaes..830
Little Miami (Penn. R. R.) ......
Little Schuylkill Nav. & Coal (Phil.
& R.) .......... eeaaes 15
Louisiana & \lo Riv. (Chic. & MI )160
Mlne Hlll & Schuylklll Hav (F. &

Ry.)

Moblle & Ohto (So. R .) 76
Morris Can. pfd. (Lehlgh Valley)..l‘lo
Morris & Essex (Del. Lack. & W.).173
Nashville & Decatur (L. & N.)....185
N. H. & Northampton (N. Y., N. H.

& H) ...... .100
N J. Transportation Co (Pa.RR) 260
N. Y., Brooklyn & Man. Beach p{d

(L. I. R. R) ..oiviiiiiiinenns
N. Y. & Harlam (N. Y. Central). .300
N. Y. L. & Western (D. L. & W.).120
Ninth Av. R. R. Co. (M. St. Ry. Co.)150
North Carvllna R. R. (So. Ry.)....166
North Pennsylvania (Phila. & R.)..196
North, R. R. of N. J, (Erfe R. R.). 85
Northwestern Telegraph (W. U.)..106
Nor. & Wor. pfd (N.Y.,N.H.&H.)..208
Ogden Min. R.R, (Cen.R.R.0fN.J.). 95
Ola Colony (N.Y.N.H.&H.) .....18)

300
145

112
100
215

22
221
290

125

360
215

120
170

126

76
85

193

2656
118

126
164

ces

112

108

eee

Bid.

Oswego & Syracuse (D. L. & W.)..215
Pacific & Atlantic Tel, (W, U.).... 60
Peoria & Bureau Val. (C.R.I1.&P.)..175
Philadelphia & Trenton (Pa.R.R.).248
Pitts. B. & L. (P. L. E. & C. Co.). 32
Pitts. Ft. Wayne & Chic. (Pa.R.R.)166
Pitts., Ft. Wayne & Chic. special

(Pa. R. R) ....evenvrecnnnees. 158
Pitts. & North Adams (B. & A.).127
Pitts.,, McW’'port & Y. (P & L. E.

M. 8) ...oiiiinnnn PP § §
Providence & Worcester (N Y.,

Ho & H.) ievvinnrennneeennnnnssi260
Rensselaer & Saratoga (D. & H.)..196
Rome, Watertown O. N.Y.Cen.)120
Rome, Watertown & O. (N.
Saratoga & Schenectady (
Second Av. St. R. R. (M. s,
Southern Atlantic Tel. (W.
Sixth Av. R. R. (Mct. S. R.
Southwestern R. R. (Cent. of G
Troy & Greenbush (N. Y. Cent. ). ‘165
Twenty-third St. R. R. (M. 8. R.)..190
Upper Coos (Maine Central) ....135
Utica & Black Rlver (Rome, W.

& 0.)
Utica, .

& W.) i 14
TUnited N. J. & CannlLo (Pu R.R.). 241
Valley of New York (D., & W.).122
Ware R, R. (Boston & Albany)....lso
Warren R. R. (D, & W.)......168

UZ
I
Q
]
=
=
=
-]

INACTIVE RAILROAD STOCKS.

Quoted by J. Hathaway Pope & Co.

Bla.

Ann Arbor, pref........c.ec000vee. 85
Arkansas, Oklahoma & Western— 4
Atlanta & West Point ............132
Atlantic Coast Line of Conn.....230
Buffalo & Susquchanna, pref..... 10
Central New England ............ 10
Central New England, pref........ 20
Chicago, Bur. & Quincy ........210

Chicago, Indianapolis & Loulsvllle. 50
Chicago, Ind. & Louisville, pref.... 60
Cincinnati, Hamilton & Dayton... 3b
Cincinnati, Ham. & Dayton, pref.. 6§
Cincin., N. O. & Tex. Pac........130
Cincin,, N. O. & Tex. Pac., pref...102
Cincinnat!’ Northern .............. 80
Cleveland. Akron & Columbus..... 70
Cleve., Cin., Chic. & St. L., pref.. 98
Delaware ...... ceeesesasensees 42
Des Moines & Ft Dodge. pref.... ..
Detroit & Mackinac ............ 76
Detroit & Mackinac, pref. ........ 90
Grand Rapids & Indiana ........ 40
Georgia, South & ¥lorida ......... 30
Georgia., South & Florida 1st pref. 90
Georgla, South & Florida, 24 pref. 70
Huntington & Broad Top ........ 6
Huntington & Broad Top, pref... 20
Kansas City, Mexico & Orient... 15
Kansas City, Mex. & Orient, pref. 20
Louisville, Henderson & St. Louis. 12
Louisville, Hend. & St. L., pref... 80

Maine Central ......... tesee...205
Maryland & Ponnsyl\ania ....... . 15
Michigan Central ................ 155
Mississippi Central .............. 30

Northern Central, new ctfs.......200
Pitts., Cin., Chic. & St. L., pref,.101

Pittsburg & Lake Erfe ........... 296
Pittsburg, Shawmut & Northern.. 1
Pcere Marquette .................. 24
Pere Marquette, 18t pref.......... 45
Pere Marquette, 2d pref......... 30
St. Louis, Rocky Mt. & Pac., pref. ..
Seaboard 1st pref. .............. 70
Seaboard 2d pref. .. 39
Spokane & Inland Empire....... . 30
Spokane & Inland Emplre, prer... 50
Virginlan ......... cierianenasae .. 18
Vandalla .......... i, 80

Williamsport &, North Branch .... 1

87

Asked.
228

186

166
134

Asked.
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EQUIPMENT BONDS.

Quoted by Blake & Reeves, dealers in invest-
ment securities, 34 Pine st.,, New York.

Quotations are given in basis.
Bld. Asked.

Atl. Coast Line 4%, Mar, '17.... 4% 4%
Buff.,, Roch, & Pitts, 4% %, Apr.'z'l 4%
Can‘dhn Northern 4% %, Sept., '19
Central of Georgia 41%4%, July, ‘18
Central of N. J. 4%, Apr, '13....
Ches. & Ohio 4%, Oct., ’168.......
Chic. & Alton 4%, June, "16.
Chic. & Alton 4% %, Nov.,
Chic., R. 1. & Pac. 4% %, Feb., 17
Den. & Rio Grande §%, Mar., ‘11
Del. & Hud. 4% %, July, "22......
Erfe 4%, Dec, ‘11 ........c...c0ne
Erie 4%, June, *13 .......cc00000n
Erie 4%, Dec., ‘14 ............0000
Erie 4%, Dec., °'10
Erie 4%, June, '16 ,..........c0.0
N. Y. Nov., ‘11
N. Y. Cent. §%, Nov., '13....
No. West 4%, Mar., 17 .
Pennsylvania 4%, Nov., '14.
Seaboard Alr Line 5%, June, °'11..
S8o0. Ry. 4% %, Serles E, June, ‘14

*F
-
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NEW YORK CITY RAILWAY, GAS AND
FERRY COMPANY BONDS AND STOCKS.
Quoted by S. H. P. Pell & Co., Members New
York Stock Exchange, Brokers and Dealers
in Invéstment Securities, 43 Exchange Place,

New York City.

Bid. Asked.
Bleecker St & Ful Fy
1st 48 ..............1950 J & J 60 60
Bway Surt Ry 1st 68..1924 J & J 102 105
Bway & 7th Av stock..... .... 116 185

Bway & 7th Av Con bs. 1943
Bway & 7th Av 24 58.1914

Col & 9th Av 1st 5s..1993 M&S 96 99
Christopher & 10th St. QJ 86 100
Dry Dk E B & Bat 5-.1932 J&D 96% 100
Dry Dock E B & Bat

Ctfs 68 .............1914 F&A 38% 1814
424 St M & St N Av 68.1910 M&S 98 10014
Lex Av & Pav Fy 6s..1922 M&S 96 29
Second Av Ry stock....... .... 17 14%
Second Av Ry 1st 5s...1909 M&N 97% 99
Second Av Ry Cons 58.1948 F&A 55 67

8ixth Av Ry stock....... ... 115 125
South Ferry Ry lst 6s.1919
Tarrytn W P & M 65s8.1928
Union Ry 1st 5s......1942
Westchester E1 Ry 58.1943
Yonkers Ry 1st b5s..1946
New Amst Gas Cons 68.1927
Central Unlon Gas b6s..1927
Equitable Gas Light 68.1948
NY & R Gas 1st 58.1944
N Y & E R Gas Con 58.1945
Northern Union Gas 68.1927
Standard Gas Light 68.1930
Westchester Light 5s..1950
Brooklyn Ferry Gen 6s.1943 .... 16 24
Hoboken Fy 1st mtg 58.1946 M&N 103 107

NY & Bkn Fy 1st Mt 6s8.1911 J&J 90 96
NY & Hobok Fy Gen 68.1946 J&D 96 99
& East River Fy...... QM 20 28

NY

10th & 234 St Ferry
10th & 234 St Fy 1st b
Union Ferrv ........ Q

Union Ferry 1st 6s... 1920 M&N 96 100

COAL BONDS.

Quoted by Frederick H. Hatch & Co., dealers in
investment securities, 30 Broad street, New

York.
Bid. Asked.
Beech Creek C. & Coke 1st 58, 1944. 65 3
Cahaba Coal Min. Co. 1st 6s, 1922.105 110
Clearfleld Bitum Coal 1st 4s, 1940. 80 85

Consolidated Indian Coal 1st Sink-

ing Fund 5s 1935
Continental Coal 1st fs, 1952...... 95 100
Falrmount Coal 1st 6s, 1931...... 94 97

Bld.
Kanawha & Hocking Coal & Coke
1st Sinking Funds 65s, 1961...... 99 101
Monongahela River Con. Coal &
Coll. Tr. 6s, 1947 cerereees 96 87

Asked.

ceee

New Mexico Rallway & Coal 1st &

COll Tr. 68, 1947 vvvuuevennneanas 95 97
New Mexico Railway & Coal Con.
& Coll. Tr. 58, 1951......... e ... 94 963

O’Gara Coal Co. 1st 5s, Scpt., 1966. 70 80
Pittsburg Coal Co. 1st & Coll. Tr.

Sinking Fund 6s, 1964 ........108 110
Pleasant Val. Coal Co.,, 1st 5s, 1928 88 90

Pocohontas Consol. Collieries 1st

B8, 1957 .......cciiiiiinnneen.. 80 86
Somerset Coal Co. 1st 6s, 1932....108 110
Sunday Creek Co. Coll. Tr. 5s, 1944 64 87
Vandalia Coal 1st 6s, 1930 ......100 ooe
Victor Fuel 1st 6s, 1963 .......... 85 87
Webster Coal & Coke 1st 6s, 1942.. 78 82

West End Coll. 1st 6s, 1913 ...... 95 ces

ACTIVE BONDS.

Quoted‘ Ly Swartwout & Appenzellar, bankers,
members New York Stock Exchange, 44 Pine

street, New York.
Bid. Asked.
Amer. Agri. Chem. 68 .......... 101 1023
Amer. Steel Foundrics 4s, 192§. 69 71

Amer. Steel Foundries 6s,

Balt. & Ohio, Southwest. Div. 3%s. 90% 1
Bethlehem Steel 68 .............. 86 8634
Chi., Burllnglon & Qulncy Gen. 4s. 97 97%
Chi., Burl. & Quincy Ill. Div. 4s. 993% 100%
(‘hi.. Burl. & Quincy 11l. Div. 8%-. 871 90 3y
Cin,, Hamilton & Dayton 4s..... 97% TR
Denver & Rio Grande Ref'ng 6s8.. 86 91
Louis. & Nashville unified 4s..... 98 981
Mason City & Ft. Dodge 4s...... 83 84
Norfolk & West. Divisionals 4s... 92% 93
Savannah, Florlda & Western 6s..122% 12
Va. Carolina Chem. 1st 5s........ 99% 100%
Western Maryland 48 ............ 86 8614
Wheeling & Lake Eric cons. 4s....82% 83
Wis. Central, Superior & Duluth 4- 911 9214
Western Pacific 58 ............. . 91 92

POWER COMPANY BONDS.

Quoted by Wm. P. Bonbright & Co., bankers,
members of the New York Stock Exchange,

24 Broad street, New York.
Bld. Asked.

Guannjuato Power & EL Co. Com. 37 39

Bonds, 6%, due 19832 (Int.) .... 83 7
Guanajuato Power & Electric Co.

Pref., 6%, cumulative (ex com.

stk. div.) ...l 7 79

Guanajuato Power & ElL Co. Com. 39
Arizona Power Co., bond- 6%
Arizona Power Co. prof 55
Arizona Power Co. com. 27
Great Western Power Co. bon

5%, due 1946 ....... 87
Western Power Co. pref. 64

Western Power Co., com 4
Mobile Elec. Co. bds., 5%, due 1946 .. 88
Mobile Electric Co., pref., 7% . 80

Mobile Electric Co., com. .. 30
Amer. Power & Lt. Co.. pref., 6 . 80
Co. com..... 50

Amer. Power & Lt.

FOREIGN GOVERNMENT AND MUNICIPAL
BONDS.

Reported by Zimmermann & Forshay, 9 Wall
Street, New York.

Bid. Asked.
German Govt. 8%s .............. 91% 12y
German Govt, 38 ................ 83 84
Prussian Consols 4s .............. 1014 102%
Bavarian Govt. 48 ............... 100%  101%%
Hessian Govt. 3%s .............. 9014 91 %
Saxony Govt. 38 ...........c00000n 821 8334

Hamburg Govt. 38 ................ 81 82



of Berlin 48 .............
of Cologne 48 .. B
of Augsburg 4s
of Munich 4s .....
of Frankfurt 3%s .
of Vienna 4s ......
Mexican Govt. 68 ...
Russian _Govt. 4s
French Rente 3s
British Consols 2%s

INVESTMENTS

Bid.

MISCELLANEOUS SBECURITIES.
Quoted by J. K. Rlce, Jr., & Co., brokers and

dealers in miscellaneous securitics,

Street, New York.

Adams Express
American Brass .......
American Chicle Com.

American Chicle Pfd. ....
American Coal Products
American District Tel.
American Express
American Gas & Electric Com...
American
American
American
Babcock & Wilcox
Bordens Condensed

Milk Com.

Bordens Condensed Milk Pfd....

Bush Terminal

Childs Restaurant
Cripple Creek
Cripple

Co.
Central
Creek  Central

BANK AND TRUST

of NI JIll

Gas & Electric Pfd.....
Light & Traction Com..
Light & Traction Prd...

NEW YORK BANK STOCKS.

Reported by Hornblower & Weeks,

Asked.
100%
1

33 Wall

Bid. Asked.
..235 250
120 125
220 227
100 104
. 99 102
48 53
.225 240
49 52
40 43
286 291

1011, 103‘&

. 97
118 !22
1105 108
. 95 100
.142

.106 110
.20 27
. 43 48

membcers

New York and Boston Stock Exchanges, 42

Broadway, New York.

Div. Rate. Bid.

ce.. 8
Bk.. 10

Aetna National Bank
Amer. Exchange Nat.
Audubon Bank .....
Bank of America
Bank of the Manhattan Co.
Bank of the Metropolis....
Bank of N. Y, N. B. A..... 14
Bank of Washlngton Hu.. 8
Battery Park Nat. Bnnk
Bowery Bank
Bronx Borough Bank.
Bryant Park Bank

Century Bank .......
Chase Natfonal Bank ....
Chatham National Bank..,. 1

Chelsea Exchange Bank. 8
Chemical National Bank. 15
Citizens Central Nat. Bk.. 6
Coal & Iron Nat. Bank.... 6
Colonial Bank ............ 10
Columbia Bank ......... . 12
Corn Exchange Bank .... 16
East Rlver Nat. Bank..... 6
Fidelity Bank ....... ceee. 6
Fifth Avenue Bank ........100
Fifth National Bank ..... 12

First National Bank ...... 2
Fourteenth Street Bank.... 6
Fourth National Bank .... 8
Gallatin Natjonal Bank .... 14
Garfleld National Bank .... 12
German-American Bank.... 6

German Exchange Bank.... 20
Germania Bank ......... .. 36
Gotham National Bank cee o
Greenwich Bank .......... 10
Hanover National Bank.... 16
Importers’ & Traders Nat.
Bank ........ feeeneaa. 24

Asked.

240
125
335
410
325

Del., Lack. & Western Coal....
Du Pont Powder Com...... ..
Du Pont Powder Pfd.........

E. W. Bliss Com........

E. W. Bllss Pfd............

Hudson & Manhattan Com.

Bla.

International Nickel Com.. .147
International Nickel Pfd.. . 90
International Silver Pfd.. 108
Kings Co. E. L. & P. . 120
Otis Elevator Com. 48
Otis Elevator Pfd. .......... 95
Pacific Gas & Electric Com. 68
Pacific Gas & Electric Pfd.. 87
Phelps, Dodge & Co. ...... 205
Pope Manufacturing Com. 55
Pope Manufacturing Pfd. 73
Producers Ofl ............. .. 145
Royal Baking Powder Com....... 183
Royal Baking Powder Pfd....... 104
Safety Car Heating & Lighting..125
Sen Sen Chiclet ................. 138

Singer Manufacturing
Standard Coupler Com.
Texas & Pacific Coal

Tri-City Rallway & Light Com....

Tri-City Railway & Light Pfd..
U. S. Express
U. S. Motors Com.
U. B. Motors Pfd. ...
Union Typewriter Com
Underwood Typewriter Pta.
Underwood Typewriter Com.
\llxinian Railway
Wells Fargo Exprpu
Western Pacific .
Western Power Com.
Western Power Pfd.

COMPANY STOCKS

Div. Rate. Bld.

Irving Nat. Exchange Bk. 8
Jefferson Bank 0

Liberty National Bank .... 20
Lincoln National Bank .... 10
Market & Fulton Nat. Bk.. 12
Mechanics & Metals Nat
Bank .............. 12
Merchants’ Nat. Bank . 7
Merchants’ Ex. Nat. Bk. .. 8

Merchants’ Nat. Bank .... 7

Metropolitan Bank ........ 8
Mount Morris Bank 10
Mutual Bank .. 8
Nassau Bank ....... 8
Nat. Bk. of Commerce 8
Nat. Butchers & Dro‘er' . 6
Natlonal City Bank ...... 10
National Park Bank ..... . 16

National Reserve Bank .... 6
New Netherlands’ Bank.... §
N. Y. County Nat. Bank...
New York Bkg. Assn...... .
N. Y. Produce Ex. Bank.. 8
Night & Day Bank ..
Nineteenth Ward Bank.... ..
Northern Bank ...
Paclfic Bank .....
People’s Bank
Phenix National Bank

Plaza Bank ............

Seaboard National Bank. 12
Second National Bank. 12
Sherman National Bank... ..
State Bank .............. 10
Twelfth Ward Bank ...... .

Twenty-Third Ward Bk... 6
Union Ex. Nat. Bank...... 8
Washington Helights Bank.
West Side Bank
Yorkville Bank

LRI

20

cecsesneses

200
600
400
250

160
245
230

526

89

Asked.

Asked.

210
178

430

250
208

300
1;05
145

388
866

280
200

300
140

cee



90

NEW YORK TRUST COMPANY STOCKS.
Div. Rate. Bid. Asked.

Astor Trust Co. .......... 320 330

Bankers' Trust Co. .. 630 650

Broadway Trust Co. 140 159

Brooklyn Trust Co. ... 435

Central Trust Co. 1015 1035

Central Trust Co. 1000

Columbia Trust Co. . . 8 270

Commercial Trust Co. .... .. 115

Emplire Trust Co. ......... . 10 800 310

Equitable Trust Co. ...... 24 455 470

Farmers’ Loan & Trust Co.

(par $25) ............ 50 1625 1675
Fidelity Trust Co. 6 210
Franklin Trust Co. . 8 220
Franklin Trust Co. . . 8 2.0 220
Fulton Trust Co. ... . 10 290
Guaranty Trust Co. . 32 800 8§10
Guardian Trust Co. .. .o 165
Hamilton Trust Co. ... 12 270 e
Home Trust Co. ... 4 105
Hudson Trust Co. 6 150 175
International Bank'g Corp.. .. 90 105
Kings Co. Trust Co. ...... 16 500
Knickerbocker Trust Co.... 12 300 305
Lawycrs' Title Insurance &

Trust Co. ............. 12 255 260
Lawyers' Mortgage Co. 12 249 250
Lincoln Trust Co. ........ .. 140
Long Isl. Loan & Trust Co. 12 800
Madison Trust Co. 210
Manhattan Trust Co.

$30) ... 1 375
Mercantile Trust Co. 728
Metropolitan Trust Co. . 515
Mutual Alllance Trust Co.. -. 115 130
Nassau Trust Co. ........ 8 176
National Surecty Co. ...... & 250 265
N. Y. Life Ins. & Trust Co. 45 1100
N. Y. Mtg. & Security Co.. 12 1956 205
New York Trust Co. ...... 32 625 650
People’'s Trust Co. . .12 286
Queens Co. Trust Co. . 115 126
Savoy Trust Co. .. 90 106
Standard Trust 16 400
Title Guar. & Trust Co 20 495 510
Trust Co. of America 10 32 330
Union Trust Co. ..... 50 1275 1300
U. S. Mtg. & Trust C 24 47
United States Trust Co 50 1175 1190
Van Norden Trust Co. .. 219
Washington Trust Co. 12 370
Willlamsburg Trust Co. 80 100
‘Windsor Trust Co. 125

BOSTON BANK STOCKS.

Reported by Hornblower & Weeks, members
New York and Boston Stock Exchanges, 60
Congress St., Boston. '

Div. Last
Name. Rate. Sale.

Atlantic National Bank ......... [ 151%

Boylston National Bank .. 4 102%

Commercial National Bank 6 142

Ellot National Bank 8 226

First National Bank 12 400

First Ward Bank ..... . 8 186

Fourth National Bank K 173

Merchants National . 10 254

Metropolitan National Bank .. 6 122

National Bank of Commerce..... 6 173%

National Market Bank, Brigh(on . 6 116

Nat. Rockland Bank. Roxbury.... 8 167

National Shawmut Bank ....... . 10 375

National Union Bank ..... R 196

National Security Bank .......... 12 .

New England National Bank .... 6 152

Old Boston National Bank ..... 5 124%

People's National Bank, Roxbury.. 5 122

Second National Bank .......... 10 265%

South End National Bank . 104 %

State National Bank ............ 7 170

Webster & Atlas National Bank... 7 173

Winthrop National Bank ......... 10 325
* No public sales.

BOSTON TRUST COMPANIES.
Div. Last
Name. Rate. Sale.

American Trust Co. 8 823

Bay State Trust Co. 7 .

Beacon Trust Co. ........c..cceenue 8 186

THE BANKERS MAGAZINE

Div.

Name. Rate.
Boston Safe D. & T. Co .. 14
City Trust Co. 12

Columbia Trust Co. .
Commonwealth Trust Co.
Dorchester Trust Co.
Exchange Trust Co.
Federal Trust Co. ..
International Trust Co.
Liberty Trust Co. .........
Mattapan D. & T. Co.
Mechanics Trust Co. .......
New England Trust Co.
QOld Colony Trust Co.
Puritan Trust Co. .........
State Street Trust Co.
United States Trust Co.

®* No public sales.

-

Do
NRLWOTMANTNIORN.

-

CHICAGO STATE BANKS.
Div. Rate. Bid.
Ashland Exchange Bank..

Austin State Bank . 280
Central Trust Co. ... 7 164
Chicago City Bank 10 174
Chicago Savings Bank 6 144
Citizens Trust Co. ........ 4 126
Colonial Tr. & Sav. Bank.. 10 180
Drexel State Bank ....... . 8
Drovers Tr. & Sav. Bank.. 8 176
Englewood State Bank.... 6 118
Farwell Trust Co. ....... . 8 120
Hibernian Banking Assn.. 8 213
Illinois Tr. & Sav. Bank... 20 498
Kaspar State Bank ...... . 10 250
Kenwood Tr. & Sav. Bk.. 7 135
Lake View Tr. & Sav. Bk.. 6 140
Merchants Loan & Tr. Co.. 12 423
Metropolitan Tr. & Sav. Bk 6 119
Northern Trust Co. ........ .8 314
North Avenue State Bank.. 6 138
North Side State Bank.... 6 136
Northwest State Bank .... 4 117
Northwestern Tr. & Sav. Bk.. 6 1387
Oak Park Tr. & Sav. Bank .. 308
Peoples Stock Yards State

Bank ............. c.ee 10 200
Prairie State ........ [] 250
Pullman Loan & Tr. Bank 8 160
Railway Exchange Bank... 4 125
Security Bank ........... 6 178
Sheridan Tr. & Sav. Bank.. 6 119
South Side State Bank.... 140
State Bank of Chicago.... 12 340
State Bank. Evanston 10 290

Stockmen’s Trust Co. ...
Stock Yards Savings Bank 8

Union Bank ....... PP, 6 134
Union Trust Co. ......... 8 275
Wendell State Bank .... .. 110
West Side Tr. & Sav. Bank .. 175
Western Trust .......... 6 145
Wilmette Ex. State Bank... .. 110
Woodlawn Trust ......... 8 136

165
185
112
150

118
216
132

150
115
142

CHICAGO NATIONAL BANK STOCKS.

Reported by Hornblower & Weeks,

members

New York and Boston Stock Exchanges, 152

Monroe St., Chicago.
Dlv. Rate. Bid.

Calumet National Bank ... 6 150
City National, Evanston... 12 300
Corn Exchange Nat. Bank.. 16 415
Drovers Deposit Nat. Bank. 10 220
First National Bank ..... 16 425
National Produce Bank. 145
First Nat. Bk. of Englewood 10 259
Fort Dearborn Nat. Bank. 8 170
Live Stock Exchange Nat.

Bank ....ceciiieceaanns 10 230
Monroe National Bank .... 4 130
Nat. Bank of the Republic. 8 190
National City Bank ...... 6 218

Askcd.
420
225

428
150

180
235
135

198
221



A CONTRIBUTOR TO OUR INDUSTRIAL
SUPREMACY

WORLD-WIDE OPERATIONS OF J. G. WHITE & COMPANY, INC,,
AND ASSOCIATED COMPANIES

HE remarkable advancement made
along engineering lines during the
past fifty years has never been more

apparent than at the present time.
All about us magnificent buildings are

every conceivable kind of power-craft. Each
new achievement means not only the ex-
penditure of brain-force and the exercise
of muscular power, but it presents also the
financial aspect; without money men would

J. G. WIITE

springing out of the ground, as if by
magic—monuments to the skill of the de-
signers and builders. With the extensive
use of concrete and steel, it seems as if all
things have become possible. Nature’s gi-
gantic forces have been harnessed to do
man’s bidding; our cities teem with sky-
scrapers that look down over areas honey-
combed with underground railways, and the
surface of our waterways is churned by

never have robbed Niagara of its power or
built lofty buildings or tunneled the earth or
tracked the oceans. Is it not clear then
that upon the cobéperation of labor and
capital depend the future growth and de-
velopment of our country?

And so it has come about that a great
organization like J. G. White and Company,
Inc., of New York, allied with J. G. White
and Company, Ltd., of London, and the
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LIVERPOOI. COTTON EXCHANGE

Waring-White Company, Ltd., also of Lon-
don, has the confidence and support of
bankers both here and abroad. These as-
sociated companies are engineers and con-
tractors for enterprises around the world.
In the United States, down in Mexico,
South America, over in the Phillipines, Aus-
tralia, and New Zealand, one can find evi-
dences of their skill. Then on into India,
and up through the continent of Europe

one might follow them, “at work around
the world.”

American brains and American dollars!
On this world-wide scale they produce elec-
tric railways, steam railroads, electric light
and power plants, electrical transmission
and distribution systems, building construc-
tion, water-power developments, irrigation
works, harbor works, water works, gas-
lighting plants, and industrial plants. And
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ORIGINAL LINE WITH SHARP CURVES

they not only construct but they also use
their splendid organization to investigate
conditions and map out work for others.
Their engineers and business specialists re-
port on steam railroads, electric light and
power plants, etc., in all parts of the world
for trust companies, bankers, and investors.
A man or an institution with a project, no
matter where the territory lies, may con-
sult this company and have his business
properly handled.

It is a notable service these companies
perform, something unique in the annals
of business. Others build, but they do
more. In an advisory capacity, they can
offer the services of a corps of experts, send
them to any part of the world and there
establish a base of operations.

Twenty years of progress lie behind the
White companies. In that time the ma-
chinery of their wonderful organization has
been set in motion in behalf of well-known

ReconNsTRUCTED LINE
AN EXAMPIE OF TRACK-STRAIGHTENING
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TRACK-CONSTRUCTION WORK

banking houses, railway systems, public
service corporations, and State and Federal
Governments.

And not only have they advised as to
new projects, but they have investigated
and reported on public-service properties in
actual operation. Their reports on engi-
neering, financial and franchise conditions
combine facts and suggestions. They go
still farther and through the medium of a
special department operate the corporations
themselves. They reorganize and put on a
paying basis properties that have through
poor management failed to pay, and they
operate these on the basis of percentage of
net earnings, or net increase of earnings,
or other equitable arrangements which the
owners care to make. Such are the activi-
ties of the White companies, often spoken
of as the corporation with a soul. But they
would never have been able to provide this
service had they not first shown themselves
successful engineers; their reputation was
established before they entered the field of
investment where other people’s money was
at stake. In this they might well be imi-
tated by corporations of various kinds.

The White companies, for all their im-
pressive sweep, have not a romantic his-
tory. It is rather the plain, unvarnished
record of careful preparation, attention and
satisfactory results, of work well done. In
this the steady progress of the companies
has been like that of their founder and
president, Mr. J. G. White. That gentleman,
quiet and unassuming in his demeanor, has
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IN BOURNEMOUTH, ENGLAND

risen with no blare of trumpets, yet to-day,
fortv-eight years old, he stands at the head
of these great companies.

He was born in Milroy, Pennsylvania, the
son of a Presbyterian minister. At the age
of sixteen he enrolled as a student in the
Pennsylvania State College, securing the de-

TURBINE PLANT OF TWENTY THOUSAND KILO-
WATTS ULTIMATE CAPACITY, WASHING~
TON, D. C.
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HYDRO-ELECTRIC POWER-HOUSE ON THE CONNECTICUT RIVER

gree of A. B. in 1882, The significance of
Mr. White’s education is the way in which
he combined practice with theory. The
summer vacations were spent in the per-
formance of civil engineering work for an

HYDRO-ELECTRIC PLANT CAPABLE OF DEVELOP-
ING 20,000 HORSEPOWER

iron company; the remaining months of the
vears that followed Mr. White applied to
study in Lehigh and Cornell Universities.
Until he secured his Ph.D. in 1885, he used
every opportunity to learn the practical
part of construction. Then he went to the
University of Nebraska as instructor in
physics and incidentally found time to re-
view carefully during the next two years
the work of his college career. Certainly his
preparation was thorough.

Then in 1887, Mr. White, twenty-six years
of age, began his active career. He was
earning at that timec $1,000 a year, the same
salary his father received as a clergyman.
While in the West, Mr. White and three
other young men, invested in a Nebraska
farm and sold it a few months later at a
profit of $30,000. Mr. White put his share
of the profits into the Western Engineering
Company, a young concern that grew rapid-
Iv. When it was bought out by the Edison
United Manufacturing Companv, Mr. White
came to New York as head of the depart-
ment of electrical railway installation. He
had drawn a salary of sixty dollars a month
with the young company. Now he was to
have a larger salary and commissions on
new business. The first month he earned
$22,000 in commissions, and naturally pro-
tests arose. The upshot of it all was that
Mr. White withdrew and in 1890 organized
the firm of J. G. White and Company to
carry on an engineering and contracting
business.

The new concern prospered and in 1900
the TLondon companies were organized.
With the invasion of England, Mr. White
and his fellow-workers brought about there
a revolution in building construction; they
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JAAYING TEMPORARY TRACK FOR TRAMWAY LINE IN THE CITY OF BUENOS AYRES

introduced the steel structure. As the Lon-
don “Financial Times” has said:

“Mr. White left an unmistakable impress
of his activity on the country in such large
and handsome buildings as the ‘Morning

Post’ office in the Strand, The Waldorf
Hotel, Selfridge’s Stores, the Liverpool Cot-
ton Exchange, and the Lancaster Town
Hall.”

The company organized twenty years ago

TYPE OF TROLLEY CAR SEEN IN BUENOS AYRES
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IRRIGATION DAM THAT, COMPLETED, WILL IMPOUND WATER FOR IRRIGATING 150,000
ACRES OF LAND

in a pair of cramped offices, has grown
to a corporation of world-wide sweep. The
New York offices now occupy three floors
in a skyscraper at 43 Exchange place. There
is a San Francisco office in the Alaska
Commercial Building and a Chicago office
in the First National Bank Building. The
English companies have headquarters at 9
Cloak lane, London, E. C., and 1A Cock-
spur street, L.ondon, S. W. From these
offices work is directed in the very corners
of the earth. A list of the works even now
under way would be too long for anyone

- T T

to read comfortably, yet these and all that
have gone before are regarded only as
preparation. In his last annual report to
the stockholders, Mr. White says: “With its
broad experience paid for, its affairs gen-
erally in excellent condition, its improved
organization, its widened scope of work and
its enlarged clientele, your company should
be able with normal business conditions,
during the next two or three years, to
demonstrate its real earning capacity.”
And the man who speaks so confidently is
working with tremendous energy to bring

POWERIIOUSE AND FOREBAY, THE CANADIAN LIGHT AND POWER COMPANY
8T. TIMOTHEE, P. Q.,, NOW UNDER CONSTRUCTION
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about this highly desirable state of affairs.

The executive ofncers of the American
company in addition to Mr. White, its presi-
dent, are as follows:

Frederic H. Reed, first vice-president,
has been a memher of the executive staff
since 1899. His experience and prepara-
tion has been broad and comprehen-
sive, especially along engineering, con-
struction and financial lines. At the
beginning of his career he served as
draftsman with the Yale & Towne Manu-
facturing Company; as rodman under the
city engineer of Bridgeport, Conn.; as

STATION ON A NEWLY

draftsman under D. J. Miller, inventor of
the duplicate system of cable railways, and
for him made plans for the installation of
the Kansas City Cable Railway; was for
a time assistant engineer of construction on
the Tenth Avenue Cable Railway and the
Third Avenue Railway Companies, New
York City. In the early days of electric
railway development Mr. Reed personally
installed electric railways in Easton, Pa.;
Ithaca, N. Y.; Asbury Park and Camden,
N. J.; Meriden, Conn., and several other
cities. He is also vice-president and di-
rector of the Manila Electric Railroad &
Light Company, the Manila Suburban Rail-
way Company, the Manila Electric Rail-
road & Lighting Corporation, the Philippine
Railway Company, the Peoria Light Com-
pany, and the Engineering Securities Cor-
poration, and director of other companies
too numerous to mention.

Loring N. Farnum, C. E., the second
vice-president of J. G. White & Company,
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Inc, is a graduate of the Worcester (Mass.)
Polytechnic Institute, class of 1890. His
experience along engineering lines has
been similar to that of the other officers.
He has been engaged in hydraulic work,
general water supply and water power de-
velopment work, and was, for a time, en-
gaged in building water works in Maine,
New Hampshire, Massachusetts and Con-
necticut. As president of the Loring N.
Farnum Company he pursued his vocation
throughout the New England States, build-
ing bridges, dams and electric railways by
the score. In addition to his connection

CONSTRUCTED RAILROAD IN THE PHILIPPINES

with J. G. White & Company, he is presi-
dent and director of the Tri State Land
Company.

Russell B. Marchant, the treasurer, began
his business experience in Baltimore in the
early nineties. After a thorough course in
accounting, finances and banking at the
Bryant & Stratton Business College of that
city, he entered the services of the Jarvis
& Conklin Syndicate, who were then con-
structing the Lake Roland Elevated Rail-
way Lines in Baltimore, and remained with
that company in the capacity of auditor
until it was merged with the City & Sub-
urban Railway Company system. During
this period the street railway lines of Bal-
timore were being transformed from horse
and cable to electric system.

The broad experience gained by Mr.
Marchant in these early days of electric
street railway accounting both in the con-
struction and operating departments fitted
himn for the position which he accepted with
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J. G. White & Company in 1895 as head
of its accounting department. Since that
year Mr. Marchant has filled the various
positions of auditor, comptroller and treas-
urer, besides being treasurer and director
of a large number of public service com-
panies.

H. S. Collette, present secretary and
assistant treasurer, has been associated with
J. G. White & Company, Inc., since 1900.
He is a native of Ohio and a graduate
of Denison University. Although his busi-
ness training has been along broad, general
lines, he is nevertheless intimately ac-
quainted and in sympathy with every phase
of the engineering business. Some years
ago he was employed in the supply, pur-
chasing and foreign departments of the
Edison General Electric Company; he also
handled all the foreign business of this
concern from 1890 to 1893, as well as that
of the Thomson Houston International
Electric Company. In 1893 he became as-
sistant to the superintendent of the Rocky
Mountain OQil Company (Refinery) at Over-
ton, Colorado. After spending a year on a
ranch in Wyoming he became manager of
exchanges of the Central Union (Bell) Tele-
phone Company in Indianapolis. He repre-
sented this corporation throughout the State
of Indiana, making reports on construction
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of new lines, obtained franchises, rights of
way, etc.

It would be a great oversight if this ar-
ticle were to be concluded without some
reference to the eminent men who consti-
tute the official directorate of J. G. White
& Company, Inc. Many of them are very
well known—all have the interests of the
White Companies at heart.

They arc: A. Chester Beatty, mining en-
gineer; F. Q. Brown, Redmond & Company,
bankers; G. W. Bunnell, assistant to second
vice-president; O. T. Crosby, president Wil-
mington & Philadelphia Traction Company;
L. N. Farnum, second vice-president; P. G.
Gossler, A. B. Leach & Company, bankers;
W. S. Gray, wholesale chemicals; Chester
Griswold, The Griswold Company; A.G. Ho-
denpyl, Hodenpyl, Walbridge & Co., bank-
ers; G. T. Hollister, Hollister, Fish & Com-
pany, bankers; G. L. Hoyt, Maitland, Coppell
& Co., bankers; T. W. Lamont, vice-presi-
dent, First National Bank; R. Walter Levy,
Maitland, Coppell & Co., bankers; R. B.
Marchant, treasurer; John T. Pratt, attor-
ney; F. H. Reed, first vice-president; F.
S. Smithers, banker; Frederick Strauss, J.
& W. Seligman & Co., bankers; J. G. White,
president; W. F. White, president White
Investing Co.; S. L. Selden, assistant to the
president.

CENTRAL BANK ADVOCATED BY DR. JOSEPH FRENCH JOHNSON

N a recent address before the Pittsburgh
Association of Credit Men, Dr. Joseph
French Johnson, dean of the New York

University School of Commerce, Finance
and Accounts, advocated the establishment
of a Government national bank.

Dr. Johnson regards the banking industry,
in its present state, as a purely local affair.
He would strengthen the system and would
accomplish this by establishing central hanks
by tieing them together in a national as-
sociation or clearing house and by the de-
velopment of a national clearing house of
credit.  He contends unequivocally that
present banks are sound but he would bring
about the development of the old bill of
exchange enabling merchants in one city to
draw on another as is done in England.

Dr. Johnson said that the present mone-
tary system with its nine different kinds
of coin and paper reflects the result of
many different political battles and com-
promiscs; that the present bank system is
not a legitimate child of banking experience
and evolution “but is an offspring of Mars,”
having been created during the sixties to
help the north fight its battles. He asserted
that most banks in the issue of notes too
frequently do not look upon the needs of
trade but upon opportunity for profit mak-
ing and ecspecially in investment through
Government bonds.

It thus happens, he said, that the country
is needlessly subjected to periods of cur-
rency famine. This is true especially when
large sums are required to move the crops.
He said that in this country the greater par-
tion of the bank deposits represent not cash
deposited in banks, but loans and discounts
made by the banks; that mercantile credit
is local and not national. The old-fashioned

-bill of exchange used to represent the credit

of men in different communities is nowhere
seen now. The funds of banks are tied up
in promissory notes unsalable in another
community.

Dr. Johnson expressed the opinion that
the best thing that could be done would
he a start toward the creation of a cen-
tral institution, one resembling the Bank
of France. The stock of that bank is owned
by private citizens and its business affairs
are very largely under the direction of a
board of regents whom they elect. Orver this
board of regents, however, having supreme
control of all of the operations of the bank
and exercising it whenever they see fit, are
men who represent all the people of France.
They are officers of the Government and are
appointed for long terms of service, so that
they become expert in the management of
financial affairs and are not moved by the
ebb and flow of politics.



BANK OF NEW SOUTH WALES, HEAD OFFICE, GEORGE STREET, SYDNEY, AUSTRALIA.
THIS BUILDING WILL SHORTLY BE PULLED DOWN AND A NEW ONE ERECTED

THE BANK OF NEW SOUTH WALES
AN OLD AND ENTERPRISING AUSTRALIAN INSTITUTION

AS Tne Baxxers Macazixe expects in
the next few months to give especial

attention to banking and other mat-
ters in Australia, it is natural that the first
bank to be described should be the oldest
and largest in the country—the Bank of
New South Wales, whose head office is at
Sydney. It was established as a copartner-
ship, with £20,000 capital, and commenced
business on April 8, 1817.

Forged notes, competition of a rival insti-
tution, frequent changes in officers and a
land boom were some of the troubles with
which the going bank had to grapple. The
rival institution went down, but the Bank of
New South Wales survived, although com-
pelled temporarily to reduce its capital by
one-half. This was in 184+. Three years
ater part of this reduction was restored.

BecoyMes A PuBLic IxcorporaTiON.

On August 22, 1850, the old copartner-
ship ceased and the new bank opened for
business under an act passed by the Legisla-
tive Council. This change occurred at an
auspicious time, on the eve of the gold dis-

coveries, and a fresh era of prosperity began.

Before the first report of the incorporated
bank was issued, the agency in Melbourne
became a branch. The next branches opened
were in Geelong and London, and in addi-
tion in 1853 there were branches at Mait-
land, Newcastle and Ipswich, and agencies
on the Victorian goid fields. In 1855 there
were twelve branches, in 1860 there were
twenty-three.

Naturally all the banking institutions at
that time in existence benefited vastly, and
many new ones were founded to participate
in the harvest, and though the Bank of New
South Wales always headed the list in New
South Wales itself, its early restriction to
the one colony operated against its holding
the largest business of any bank in Austra-
lasia, which it has now done since the year
1861.

The dcposits reached £1,000,000 in 1852,
£10,000,000 in 1881, nearly £19,000,000 in
1892, though after the crisis they relapsed
to about £16,000,000. But they passed the
£20,000,000 mark in 1900 and are now above
the £30,000,000 line. As for the total lia-
bilities and assets of the bank, they now
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THE BANK OF NEW SOUTH WALES

Tromas Huxt Ivey

ASSISTANT GENERAL MANAGER
AND CHIEF INSPECTOR

substantially exceed £40,000,000, and there
are only eight banks in England, including
the Bank of England itself, which have
larger resources, and only one bank in the
rest of the Empire of which the same can
be said, and they have mostly built up their
large resources by numerous amalgamations,
whereas the Bank of New South Wales has
relied from first to last upon its own inter-
nal development.

The Bank of New South Wales has stead-
ily paid dividends since 1818, sometimes at
as high a rate as twenty per cent., but lat-

Roer. Tate Hiiper
ASSISTANT SECRETARY

Wx. E. Frazer
HEAD OFFICE

CHarrLes G. ALFORD
INSPECTOR, SYDNEY
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WaLter Ports

ASSISTANT MANAGER HEAD
OFFICE

MANAGER

terly has settled down to a ten per cent.
rate. Over £10,000,000 has been paid out in
dividends altogether, while net profits have
exceeded £11,500,000. For some years the
bank has been earning considerably in excess
of the dividends paid, but the directors have
preferred to build up the reserve fund and
to keep the capital itself upon a level of ten
per cent. of the deposits. That indeed has
been rather an embarrassment lately, as they
have been compelled on two occasions to
issue £500,000 new capital in the past three
years. Previously, in addition to the capital

WirLiax J. Epwarps
INSPECTOR, SYDNEY
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Dexisox S. K. MiLLEr
METROPOLITAN INSPECTOR

E. J. FiNncu

INSPECTOR IN CHARGE OF NEW
ZEALAND BRANCHES

paid up out of profits, the directors had
issued £250,000 capital at £6 13s. 4d. per
share premium in 1839, while a similar issue
was effected in 1864, and in 1886 there was
a further issue of £250,000 at upwards of
£20 premium. After the crisis in 1893,
which the Bank of New South Wales
weathered splendidly, it was considered that
it would be to the advantage of the bank to
make a large new issue of £750,000, and this
was speedily taken up by the shareholders
at £5 premium. In 1897 another allotment

L. WHITEREAD
INSPECTOR, VICTORIA BRANCH
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G. EnbiNcroN

INSPECTOR, QUEENSLAND
BRANCH

W>. E. SoUTHERDEN
CHIEF ACCOUNTANT

of £500,000 was also made at par to the ex-
isting shareholders, while early this year
another £500,000 was allotted at £5 per
share premium. All these issues have repre-
sented substantial bonuses to the share-
holders.

A RECENT BALANCE-SHEET.
The accompanying balance-sheet shows the

general condition of the Bank of New South
Wales on March 31, 1910:
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LIABILITIES.
£ s. d. £
Notes in Circulation ............cciieiiiieeeiiiiinninnnnn.. 1,149,153 0 ©
Deposits, Accrued Interest, and Rebate.................... 30,348,579 19 11

—_— 31,497,732
Bills Payable and other Liabilities (whichinclude Reserves held for
Doubtful Debts and Amounts at Credit of Investments Fluctuation Ac-
count, Officers’ Fidelity Guarantee and Provident Fund and the Buck-
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JANA FUNA) tiiitiiiiiieeeeronaneeeeraneseosasssoasaseessssssaseeassasnanas 4,330,772
Paid-up Capital 2,600,000 0 0
Reserve Fund .........cccvevivennnnns .. 1,700,000 0 0
Profit and Loss 229,642 14 5
———— 4,429,642
£40,258,147
Contingent Liabilities—
Outstanding Credits, as per Contra............ovivuiiiienreeinneeeennens 695,257
£40,953,405
ASSETS.
£ 8. d. £
Coin, Bullion and Cash Balances......... e e 8,959,933 15 8
Queensland Government Notes ........ Ceereereeeeniaeannan 147,842 0 0
Notes of other Banks .........ccevvvevveennevrennnsvencens 45,072 0 0
Money at short call in London.........cooeevvuininnnan, 370,000 0 0
Imestments—British and Colonial Government Securities 2594,386 70
Municipal and other Securities.............. 194,214 2 11
Due by other BanKsS .......c.vviirnieninnnnninnnennnennnes 159,947 17 6
Bills Receivable in London and Remittances in transit.. 4 515,808 4 6 18.990.204
Bills Discounted, and Loans and Advances to Customers ..........c..c000. 20:561:443
Bank Premises .........iiiiiiiiiiiiiiiiiiiiiiiiiiiii ittt e, 706,500
£40,258,147
Liabilities of Customers and others on Letters of Credit as per Contra... 695,257
£40,953,405
o PROFIT AND LOSS, 31st MARCH, 1910.
r.
Balance proposed to be dealt with as follows: e
To Dividend at the rate of 10 per cent. per annuUM  ...........c.ooveeuunn 125,000
" Augmentation of the Reserve FuUNd..........c.vveeetvnmneneresasroannas 50,000
' Officers’ Provident Fund 5,000
" Balance carried forward 49,642
£229,642
£
By Amount from 1ast ACCOUNL . .......coieenineeoresrrnsrrornonnennacansnns 45,704
** Balance of Half-year's Profits after deducting Rebate on Current
Bills, Interest on Deposits, paying Note and Other Taxes, reducing
valuation of Bank Premises, providing for Bad and Doubtful Debts,
and fluctuations in the value of Investment Securities, and including
Recoveries from Debts previously written off as bad .................. 183,938
£229,642
o RESERVE FUND, 31st MARCH, 1910,
r,
£
TO BAIAINCE ¢\ tvtieeintnenetaaaenrnenesesasasnenenenesesnenmisererocnenans 1,750,000
(Of which £750,000 is invested in British Government Securities,
and the balance is employed in the business of the Bank.)
£1,760,000
BY BaIABNCE . ..vttittniiiiiinitntttetteenes sonintuanatsteeeertaeeaeaonannns
" Amount from Profit and Loss ..
£1,750,000

BY BaAlaNCe ...iiiiiiiieiitiietenttuneetanots teneteenantateattttareatnensas £1,750,000
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PersoNNAL oF THE Bawxk.

The president of the Bank of New South
Wales is Hon. C. K. Mackellar, M. L. C.;
general manager, J. Russell French; assist-
ant general manager and chief inspector,
Thomas Hunt Ivey.

W. E. Frazer is manager of the head of-
fice in Sydney, and Walter Potts, assistant
manager.

THE BANKERS MAGAZI NE

The I.ondon branch, at 64 Old Broad
street, E. C, is in charge of David George,
manager, and H. Meldrum, assistant man-
ager.

The branches are numerous throughout
New South Wales, New Zealand, Fiji,
Queensland, Victoria, South Australia and
Western Australia.

SAFE DEPOSIT

SOME REMARKS ON THE IMPORTANCE OF SAFE
DEPOSIT ADVERTISING

ITH the passing of the Christmas
season and the advent of a new
vear, the “reasons why” safe deposit

companies and banks conducting safe de-
posit departments should advertise have
materially increased.

It is to be presumed that every manager
has been giving some thought to this ques-
tion of judicious auvertising, and it is to
emphasize the importance of starting the
year with a definite campaign mapped out,
that these remarks are set down.

Upon the size of the advertising appro-
priation will depend the amount of pub-
licity that can be secured. Where re-
sources are scarce, the relative value of dif-
ferent mediums should be considered and the
smaller the space contracted for, the
stronger and more effective should be the
copy.

It matters not how much be spent for
newspaper space, for booklets or for mis-
cellaneous literature, there should also be
personal work by tne manager and others
{o clinch the prospects tnat are continually
passing in and out of the building. The
very best advertising is oft-times negatived
by the indifferent, thoughtless acts of vault
attendants, who are the first to come in
contact with the people.

Invitations to inspect the equipment
should be displayed conspicuously in every
advertisement that may be prepared, and
the welcome extended to visitors should be
genuine in every instance. One of the ways
in which others than those actively employed
in the department may bring in business is
well illustrated by the following account of
an actual occurrence. The First National
Bank of a city of 10,000 inhabitants had
installed a large armor-plate vault contain-
ing about 500 boxes. Naturally, the officials
were anxious to make the venture pay and
they were quite liberal with the first year's

advertising appropriation. Various medi-
ums were tried out with little or no results
to show for their efforts. The copy was
stereotyped and beyond setting forth the
fact that a new vault for the protection of
valuables had been installed by the First
National Bank, the ad. was not calculated
to arouse curiosity or interest. Matters
drifted along in much the same way for
several months, the bank meantime renting
a few boxes to some of its oldest cus-
tomers.

But one day there came through the mails
a sample advertisement and a proposition
from some concern that desired to furnish
a series of ads. for a nominal consideration.
This ad. was sent to the local newspapers,
with instructions to run in place of the
card already standing. It contained blank
spaces which the bank filled in, setting forth
the size of the vault, the number of boxes,
etc., and also a heavily underscored invi-
tation to call and see the eighteen-ton door
that could be closed with one finger, etc.

The day following the change of copy fifty
people visited the safe deposit department;
the next day forty more came to inspect
the vault.

This influx of visitors became a source of
inspiration to the cashier, who was not a
stupid old-fashioned banker by any means.
He reasoned thus: “If a small newspaper
ad. can bring people in here, what won’t
personal solicitation accomplish. Here I sit
day after day, interviewing scores of men,
who, I'm sure, have need of a box for their
valuable papers, and yet I've never appealed
to one of them to step downstairs and go
through our safe deposit vault. I'll begin
to-day.” And he did, with gratifyving re-
sults. And furthermore he now keeps a pile
of illustrated booklets on his desk to hand
out whenever opportunity offers itself.

The application of this cashier’s experi-
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ence may well be extended to include every
officer and employe of the bank or safe de-
posit company. The moral is not hard to
find. It is this: What printed arguments
can't accomplish, personal talks will, and
a combination of the two cannot be beaten.
In other words: Advertise, advertise judic-
iously, with frequent changes of copy, and
never let up on the good practice of person-
ally soliciting new business.

It is highly important that the new year
be started aright. The advertising copy for
the next two months should contain refer-
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ences to valued Christmas gifts that must
be guarded against burglary and fire. In-
terest coupons will be in circulation this
month; many bonds will be resold—all of
these things should be utilized as talking
points. There is no reason why the year
1911 should not prove to be a banner year
for the safe deposit business. A careful
apportionment of the advertising appropria-
tion will be of material assistance in bring-
ing about “a consummation, devoutly to be
wished.”

LATIN AMERICA

SECURITY OF FOREIGN CAPITAL IN MEXICO

AS the first consideration that presents
itself to the foreigner contemplating

investments in Latin America is the
security of his capital from the dangers con-
sequent upon political disturbances, it may
be opportune to examine from a historical
and economic standpoint the security of for-
eign capital in Mexico; i. e., the possibility
of a return to the frequent revolutions of
the remote past.

OriGIN OF Past DISCONTENT.

The following were the two principal rea-
sons that made revolutions possible in Mexi-
co in the past:

1. The evil economic conditions existing
among all social classes, especially the lower.

The immediate economic effect of the
War of Independence (1810-1821) was the
emigration of Spanish capital and the ruin
of the industrial, mining and agricultural
enterprises of the country. The imperial
government of Iturbide, far from improv-
ing the situation, aggravated it by imposing
forced loans upon merchants and property
holders. If we add to this forced loans
the fact that the clergy had at that time
possession of four-fifths of the real prop-
erty and a tax of ten per cent. upon the
gross proceeds of all crops, the precarious
and unhappy condition of the Mexican peo-
ple of that epoch can be easily understood.

The ruin of all the sources of riches left
thousands of men without work, and these
bemg deprived of all honest means of earn-
ing a livelihood, took to the highways and
devoted themselves to pillage. They robbed
stages and trains, both freight and passen-
ger, paralyzing traﬂic they attacked plan-
tations, destroying agricultural industry, and

even made incursions into towns, sacking
them and destroying property of all kinds.
These men were the revolutionary element
made to hand, for they were not only
greedy for booty, but also glad to cover
their brigandage with the banner of some
revolutionary party. Many individuals who
had led honest and peaceful lives affiliated
themselves with the vevolutionists as a
means of livelihood, preferring to lead this

Baxco prt Prre v Loxbpres, Liya, Perv
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precarious existence or even to die on the
field of battle rather than perish of starva-
tion at home and see their families starve.

The revolutionists also drew into their
ranks men of daring and ability, who saw
in the chances of internecine war opportuni-
ties of rising quickly to wealth and power.
The wealthy classes themselves were com-
pelled to maintain friendly relations with
the revolutionists and supply them with
money to prevent the spoilation of their
property or the sacrifice of their lives.

Under such conditions revolution became
a trade, a means of livelihood for the poor
and an attractive and easy path to riches
and position for the ambitious. On the
other hand, the Government was weak in its
military cstablishment and in its financial
resources. ‘The Treasury was in a chronic
state of emptiness and credit was exhausted.
As a consequence, when a revolution broke
out, not only the means of suppressing it
were lacking, but the sympathies and sup-
port of the employees and the forces of the
Government itself were alienated by inabili-
ty to pay the salaries of officials and the
wages of the soldiers. The wealthy classes
and the property holders, who are in all
countries the friends of the established or-
der, were levied upon to sustain the ex-
penses of suppressing the revolution and
had little to choose between the rapine of
the revolutionists and the spoilation of the
Government, being equally exposed to the
violence and robbery of both.

Diaz EsrtaBrisHes A REeiey oF Peace.

Fortunately, one of these revolutions
brought to power one of the most extraor-
dinary men of modern times—a soldier of
the first order, a statesman of distinguished
ability, and a ruler of profound wisdom.
This man was General Porfirio Diaz, Presi-
dent of Mexico. His administration, which
has extended over a period of more than
thirty years, has radically changed condi-
tions in Mexico. Now the property holder
is secure in his possessions, the public of-
ficer is punctually paid his salary, the sol-
dier receives his pay. A middle class en-
joying the highest prospetity and to whom
all the avenues of wealth and preferment
are open has grown up. Peace has been
maintained and under its protecting and
vivifying influence enterprises of all kinds
have flourished—mining, manufacturing,
commercial, financial. The laborer finds
employment in every field and his wages
are constantly rising.

President Diaz has favored the invest-
ment of foreign capital and has given to all
men of enterprise, invention and genius a
fair and open field for advancement. Under
present conditions successful revolutions in
Mexico are impossible, because there is no
class in the country which could profit by
them. They would mean ruin to the prop-
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erty owners, the loss of salary to the pub-
lic employee, bankruptey to the trader and
manufacturer, no work and no wages for
the laboring classes—in brief, revolution in
Mexico would signify disaster to all classes
and all classes are combined to prevent it.
No revolutionary class now exists in Mexi-
co and none could possibly exist under
present conditions. The Government is
strong in its well-filled Treasury and irre-
sistible military force and rests upon the
consent and approval of the people.

Successful armed revolution has passed
into history. It has been succeeded by the
peaceful struggle for the dollar and in the
marts of trade and finance are now ex-
pended the energies of the restless and am-
Litious spirits that formerly sought their
objects in armed revolutionary strife.

2. Lack of ways of communication.

The mountainous topography of Mexico
deprives the country of natural means of
communication and renders difficult the con-
struction of artificial ways.

Mexico is covered by high mountain
ranges and presents the configuration of a
gigantic quadrangular truncated pyramid
rising on the east, west and south to a
height of more than 6,000 feet and forming
a central tableland. The natural conse-
quence of this topographical formation is
lack of ways of communication and the
absence of navigable rivers. The sociologi-
cal conditions of the country were such that
little individual or collective action could
be expected from the inhabitants to modify
or overcome these disadvantages of nature.
When the Spanish conquerors landed in the
country they found only narrow foot-paths
as avenues of traffic. These sufficed for the
needs of the aboriginal inhabitants, among
whom draft animals were unknown, all bur-
dens being carried on the backs of men.
After nearly three centuries the Spanish
Government had not built one single wagon
road even from the capital to the princi-
pal ports of the country. Towards the end
of the eighteenth century the efforts of the
Consulados of Mexico, Veracruz and Tolu-
ca securcd the construction of highways

from the capital to the last-named cities.
(The Consnlados were vrganizations formed
by wealthy Spanish merchants and enjoyed
exceptional privileges, such as the selection
of judges to decide commercial questions.)
From that time on municipalities and indi-
viduals built short and defective roads from
time to time, but these imperfect highways
were not only neglected, but even destroyed
for the most part as a measure of defense
during the French Invasion.

Buritmixe or Mopery Means or CoMmuUNI-
CATION.

The telegraphic network of the Republic
was begun about the middle of the last cen-
tury, but progressed so slowly that in the
time of Maximilian there were only three
telegraph lines in Mexico—one of 303 kilo-
meters from Mexico City to Veracruz, an-
other of 503 kilometers from the capital to
interior towns, and a short line from Bag-
dad to Matamoros.

The scarcity and imperfections of means
of communication made revolutions easy,
for a so-called ‘“general” would raise the
standard of revolt in a remote part of the
country and undertake his march towards
the capital, beginning with two or three
hundred men and swelling his ranks with
enlistments as he moved, while the Govern-
ment was in entire ignorance of the fact
that a revolution was afoot, or learned it
only when the insurgent army, grown strong
as it marched, was at the gates of the capi-
tal and resistance was futile. At present
there are 24,000 kilometers of railways in
Mexico and telegraph wires extending from
the capital to every part of the country.
By these means the Government can be
advised immediately of any revolutionary
movement and can strangle it in its cradle.
The usefulness of railways as pacificators
has been made manifest on several occa-
cions during the administration of Presi-
dent Diaz, when ambitious adventurers,
with a few misguided followers, have en-
deavored to imitate the revolutionists of
former days, and have found themselves
promptly within the clutches of the law.
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It is but justice to state that the build-
ing of railways and their progress and de-
velopment in Mexico are due chiefly to
President Diaz.

Indeed, President Lerdo de Tejada, pre-
decessor of Porfirio Diaz, not only refused
all ofters of American business men to build
railways in Mexico, but frankly and openly
opposed their construction on the ground
that they would be a menace to national
safety.

General Diaz was sufficiently courageous
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and clear sighted to adopt the opposite
policy, and to him is due the binding to-
gether of the previously scattered parts of
the Republic with bands of steel. Mexi-
cans for this reason look upon Diaz not
only as the Great Pacificator, but also as
the creator of national unity.

[Additional details of the progress of
Mexico under the rule of President Diaz
will be given in later numbers of the Maaa-
zINE.]

THE STORY OF THE PANAMA RAILROAD

HE whole history of the making of
railroads is but a short one, as time
goes, says W. W. Rasor in the Pan

American Magazine for October.

Not a century has passed since the first
shriek of a steam whistle broke upon peace-
ful country-side in the Old World, to be
followed in an incredibly few years by the
laying of rails in nearly every country un-
der the sun. Yet the innovation has not
been always grected with rapture. ‘True,
the coming of automobiles and aeroplanes
has given us (advanced and greatly blessed
people that we are!) newer ideas of speed
and space, but it is within the memory of
living people that the London Times sol-
emnly assured the directors of the first
railway company that if they imagined sane
folks were going to trust their lives to a
machine that rushed over the earth at
fourtecn miles an hour, they were greatly
mistaken !

And though since that day we have
grown calm about railways, not every one
has rejoiced at their coming; here in Pana-
ma. the mule-trains and drivers who pre-
viously did all the trans-Isthmus carrying
were thrown out of business, and once—
about a year after the opening of the P. R.
R.—a riot resulted through dissatisfaction
of the men who were thus out of work.

Seldom has any railroad had such a story
as this Isthmian track of desperate strug-
gle, looming failure, and brilliant success:
its fortunes have varied in an extraordinary
manner—and now the main part of those
historic rails are to be shifted some dis-

tance from their original path, to higher
ground, where the waters of the projected
great Gatun Lake will not rise. Much of
the road you ride over to-day will be
drowned by 1915.

It was the discovery of gold in Califor-
nia, in 1849, that led to the building of the
P. R. R. Two other concessions for such
a scheme had been granted by Colombia,
onc through the agency of President Jack-
son, in 1835, and another to a French syn-
dicate in 1847, but both these were allowed
to lapse without anything being done—
probably because of the uncertainty at that
time of sufficient traffic to repay the enor-
mous necessary outlay.

However, with the “gold rush” the traf-
fic presented itself; mule-trains hurried
back and forth constantly across the Isth-
mus carrying the diggers from East to
West, and (less frequently) back again,
loaded with spoil. During the first seven
yvears of the rush, 25,000 passengers an-
nually crossed the Isthmus, and about fifty
million dollars’ worth of gold was carried.
Robbery and murder on the trail were fre-
quent. .

Then it was+ that three enterprising
Americans appeared on the scene, Henry
Chaunncey, William H. Aspinwall and John
Lloyd Stephens. The latter was a man of
culture and charm, who had some ten years
previously published that delightful book,
which still remains to-day the most fasci-
nating ever written on the subject, the
“Incidents of Travel in Central America.”
Stephens went to Colombia, secured a con-
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TUNNEL NO. T—TAMASOPO CANYON

Some of the finest scenery in Mexico Is to be viewed between San Luls Potosi, which
is located on the tableland of Mexico at an altitude of 6,290 feet above sea level, and

Tamplico, one of the principal sca ports on the Mexican Gulf coast.

Between Cardenas

and Tamasopo the train pasges through the Tamasopo Canyon, descending nearly 3,000
fcet while traver<ing a distance of thirty-one miles.

cession (for only forty-nine years, how-
ever), and active work on the road began in
May, 1850, when the American engineers,
Trautwinc and Baldwin, broke the first
ground on the then desolate Manzanillo
Island. The chief engineer was Colonel
Totten, for many years afterward asso-
ciated with the P. R. R.

Difficulties were many from the begin-
ning; the island—chosen because its shores
touched deep water—had to be joined to
the mainland, necessitating the dumping of
an enormous quantity of filling material in
the sea: but the worst part of the work
was the conquering of the Black Swamp.
This swamp has frequently given trouble
ever since the road was built—sixty feet of
line sinking right out of sight just after
the passing of a train, one day in 1907.
The part of the country, it must be remem-
bered, on which work was being done, was
at that time very sparsely inhabited—in-
deed, the low-lving, insect-infested ground
offered no charms to the natives themselves,
whilst its unhealthy condition made work a
trial and life itself miserable. The first
workers had to wade up to their waists in
poisonous water, tormented by mosquitoes,
sandflies, and all the other execrable in-
sects of the tropics (which since Colonel

Gorgas' work took effect seemed to have
disappeared, of latter years), with the pros-
pect of an attack of “calenturas” or the
dreaded “Chagres fever” to follow.

Fresh food of all kinds was extremely
scarce—a few pineapples, bananas, oranges,
ete., were grown, but the supply was not
constant; few people lived in Colon (or
“Aspinwall,” as the Americans originally
named it) at that time, and no regular mar-
ket existed. Thus the railroad builders had
to depend on ship-brought canned goods—
and indeed for the first months they ate
their meals and lived on shipboard, too, for
the first house they built was made unin-
habitable by the insects.

Labor troubles occurred frequently.
imported from Jamaica and

Men
elsewhere
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would get “gold fever” and disappear in
the direction of California; fever claimed
many victims, whilst the importation of
some thousand of Chinese proved a fail-
ure; the name “Matachin,” of one of the
stations along the line is the index to a
tragic and quite mysterious story.

Seven miles of track, from Aspinwall to
Gatun, was finished by October, 1851, and
opened to passenger traffic, a small business
resulting, though at that time the company
did not own a single passenger car. A few
months later, Barbacoas, half way across
the Isthmus, was reached, but here the line
had to span the Chagres River, which in-
continently swept away a great part of the
first wooden bridge.

This and other troubles, due to the dis-
covery as time went on that the original
money estimate would have to be far ex-
ceeded, delayed the work—also, in October,
1852, the lamented death occurred of the
genial president, John L. Stephens. For a
year the Chagres bridge remained unfinished
and everything stood still. Then a fresh
spurt of energy was made, under presi-
dent of the road, David Hoadly, and
Colonel Center, until on January 27, 1853,
the last rail of the Atlantic end was laid
one midnight, in pouring rain. This was
at Culebra, thrty-seven miles from Colon,
and ten miles from Panama, the Pacific end
of the line having been built by Mr. T.
Young, with materials sent from New York
to Panama by sea.

The next day the first train ran from
Aspinwall to Panama, and immediately an
enormous passenger and freight business
commenced.

Rates were excessively high at the open-
ing of the road, $25 gold being the price of
a single first-class ticket across the Isthmus,
whilst personal baggage cost five cents per
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pound--and even an umbrella or overcoat
was reckoned as “baggage.”

First-class freight was rated at fifty cents
per cubic toot, mails were charged twenty-
two cents a pound, and coal cost $5 gold a
ton for carriage. Those were golden days
for the little single track railway, and it is
no wonder that despite the seven million
dollars it had cost to build, dividends
amounting to twenty-four per cent. were
soon paid on that capital. The toal income
for the first ten years was well over $11,-
000,000.

There was, however, a serious drawback
ahead to this roseate period; this was the
forty-nine years’ limit of the original con-
cession, after which time the road, with all
its stock, was to belong to Colombia. To
ohviate the looming disaster, fresh arrange-
ments were made with Colombia in 1867, at
great immediate loss to the railroad. The
time limit was certainly cxtended for an-
other ninety-nine years, but the P. R. R.
had to pay a million dollars on the spot
and a yearly fee of $250,000. This is still
being paid to bondholders.

This was a terrible burden on the road,
especially as there was now some falling
off in the traffic; the Union Pacific and
the Central Pacific railroad companies were
formed in 1862, and commenced to build
the two lines, one from either ocean, across
thc American continent, from Missouri
River to the bay of Sacramento. This
overland route was finished in 1869 and at
once adversely affected the traffic of the
P. R. R.

Add to this the throwing away of some
great opportunities to co-operate with the
steamship companies and one begins to see
the Isthmian railroad fallen from its high
estate; the establishment of a line of steam-
ers threading the Straits of Magellan was
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an important factor. Receipts dwindled
from an income of (in 1869) over four mil-
lion dollars, to (in 1871) about $1,200,000
—even then respectable earnings for forty-
seven miles of line.

In 1867, after the bad terms made with
Colombia became known, Panama railroad
shares fell from 360 to 80 in Wall Street,
and the financier, Trenor W. Park, bought
a controlling number of shares at the lower
figure. When the French canal was inau-
gurated, Trenor Park succeeded in selling
the railroad to the canal company, at $250
for each $100 share, with other charges
which brought the total paid for the Isth-
mian railroad to $25,000,000, a really excel-
lent bargain—that is, for the Americans.

Although owned by the French from
1882 until 1904, the road remained under
the superintendence of a succession of able
Americans, and has always been American
in style of management. Until 1892 it still
paid a dividend, but after the failure of the
French scheme, ‘trade wilted on the Isthmus.

When the United States purchased the
Canal Railway and all the stock and ma-
chinery from the French Government in
1904, for $40,000,000, a new era began.
Soon the small wooden shacks and little
banana plantations of the negroes who re-
mained behind after their work with the
P. R. R. or with the French was over, were
supplemented by model townships, sprung
up all along the line; there is a double
track now, and the trains are daily filled
with the bright faces of American women
and children, besides the canal builders—
and the fare is not $25, either.

And now the road is being re-located to
make way for its greater rival, the canal;
part is already finished and usable, and in-
cludes a brand new tunnel, quite thrilling
to pass through; in many spots, from the
window of a car on its present track, one
sees, beyond the canal work which in most
places is quite close to the road, a bright
red slice cut in the tropic green on the hill-
side further away. This red line is the bed
of the new line—it is to cost another

5

$7,000,000—but it is a necessary expendi-
ture, and one that Uncle Sam need not
grudge.

The P. R. R. remains at present the only
railroad in the country, but the Panama
Government has in hand a scheme which
will open up some of the most beautiful
country in the Isthmus. A line is to be
made from Panama City to the town of
David, in the province of Chiriqui, where
the land is high, healthy ana fertile, and
the finest tobacco and coffee is grown.

TRADE WITH LATIN AMERICA

IMEON SEIJAS addresses the follow-
ing letter, dated November 21, to the
editor of the “New York Sun”

“Sir: I have read with much interest Mr.
J. W. Davies’s letter in ‘The Sun’ of No-
vember 16, concerning credit as a means of
developing the trade of this country with
Latin America.

“With all due respect to Mr. Davies,
whose letter deserves the closest attention
of every one engaged in business, permit
e to say that it is not the European
mapufacturer himself who extends credit
to his customer beyond the sea, but the
well-known foreign bankers of England,
France and Germany, who give every possi-
ble assistance to both manufacturer and
consumer and whose prosperity, and con-
sequently that of their respective countries,
is notorious.

“Only such foreign bankers are looked
upon as negligible quantities in this mar-
velously progressive United States, and no
one here seems to care to imitate their
example. Yet without them things must
continue as before, despite the Hon. John
Barrett’s academic prophecies, until some
day somebody awakens suddenly to what
will be claimed as the solution of a great
economic problem and puts forth as a new
American idea what Europeans have known
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from time immemorial, or at least since the
advent of thc great Rothschild family, re-
garding the mighty importance of foreign
banking to the development of the foreign
commerce of nations.

“I am indeed pleased to see an intelligent
man like Mr. Davies indirectly confirming
the logic of the statements contained in my
article on ‘Banking and Subsidies,” pub-
lished in last June’s BANKERs MagaziNE, and
of other articl
uselessly publ
fertile subject
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of the United States to the Pan-American
conference in Buenos Avres.

The first important public meeting of the
society will probably take the form of a
large dinner given in Manhattan in honor
of Dr. Victorino de la Plaza, the vice-presi-
dent of the Argentine Republic, who will
make an official visit during January to the
government and people of the United States.
The organization of this society has the ap-
proval of President Taft, Secretary Knox
and the Latin American Ambassadors and
Ministers at Washington.

NEW PRESIDENT OF BRAZIL HAS
STRONG LEANING TOWARD
UNCLE SAM

HERMES DA FONSECA, the new Pres-
ident of Brazil, is the nephew of Mar-
shall Deodoro da Fonseca, who was
formerly head of the Brazlian Army, first
Executive of the provisional government
formed upon the abdication of the Em-
peror Dom Pedro, in 1889, and first Presi-
dent of the republic. The new President
was born in 1855 and entered the army as
a cadct at the age of sixteen.

President da Fonseca has strong lean-
ings toward the United States. He has re-
peatedly expressed himself as in favor of
closer relations with this country rather
than with Europe. One of his favorite pro-
jects is the establishment of a Pan-Ameri-
can bank. He had intended to spend some
time in this country on his way home fromn -
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the European trip which he has just con-
cluded, but was obliged to cancel the visit
for lack of time. In doing so he said to
a newspaper reporter in Europe:

“I hope that my visit is only postponed.
I should be delighted at an opportunity of
bringing closer the ties of friendship be-
tween the two countries. I am a firm be-
liever in Pan-Americanism, and I believe
that Brazil asks nothing better than closer
relations, political and commercial, both
with the United States and with the sister
republics of the Southern continent.

“The guiding principle of my policy as
President of Brazil will be the development
of the enormous possibilities of the coun-
try in trade and industry. We want capi-
talists and colonists and would welcome
with open arms enterprising men and com-
panies from the United States. North
American manufacturers can establish
themselves among us with the certainty of
a cordial welcome and fair treatment.”—
New York Sun.

BANK OF SPAIN PLANNING TO
ENTER THE LATIN-AMERICAN
FIELD ON AN IMPORTANT
SCALE

HE Bank of Spain is about to change
its strictly national part for an inter-
national role, by planning to extend

ils operations to I.atin America. When the
Canadian Bank of Commerce finds it ad-
visable to open a branch in Mexico City, as
it has just done, it is not surprising that
old Spain should wake up and try to re-
gain her foothold in new Spain and its
former dcpendencies, at least in a financial
way. If the opportunities for employing
the bank’s resources at home are not wide
enough, ample amends are made by the
tine fields which are open to it from the Rio
Grande to Southern Chile, all yearning for
capital and all capable of making hand-
some returns for its use.

The ostensible reason for taking this im-
portant step by the Madrid institution is
the rapid increase of the Spanish element
in South America and the large remit-
tances which are sent to their relatives in
the old country by those who have left to
make their fortunes in transatlantic fields.
There is no doubt that these remittances
are heavy, for Spain’s sons are numerous
in Mexico, Argentina, Uruguay and other
States, filling good positions in many cases,
and, generally speaking, making headway
wherever they go. They are sober, thrifty,
and, having the advantage of the native
idiom, can get on better with the South
American or Mexican than the more push-
ing extranjeros, who do not understand the
nice pitch to which relations with the na-
tives have to be adjusted in making a busi-
ness deal.

It will depend, of course, on the enter-
prise of the directors of the Bank of Spain
to what extent they will go in capturing
Spanish-American business. If they are
equal to the occasion, there can be no
doubt that the opportunities for extension
will mean millions of pesetas more each
year to the shareholders, and at the same
time a vast benefit to the communities of
great and growing States whose only need
is financed enterprise. 'While other na-
tions are bound to share in the natural
development of the Spanish-American
States and give them the benefit of well-
directed initiative in opening up their
riches, thc fitness of things demands that
old Spain should shine in the work as well
and participate in the gain which will sure-
ly be reaped all round.

GENERAL NOTES

—Senor Manuel Gondra has recently been
elected President of the Republic of Para-
guay and Senor Juan Gaona Vice-President.
The general budget law of the Republic of
Paraguay for 1910 estimates the revenues
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—The board of directors of the National
Bank of Bolivia has decided to increase its
capital to £1,000,000 sterling, for which pur-
pose negotiations are already under way
with Paris bankers. The Mercantile Bank
and the “Banco Francisco Argandona” also
propose to increase their capital £1,000,000
sterling each. The Minister of Finance has
authorized the National Bank of Bolivia
to issue 300,000 bank notes of the denomi-
nation of ten bolivianos.

—Concession from the government of
Uruguay for a new raiiroad to extend 370
miles from Colonia, on the river plateau in
Argentina, to San Luis in the department
of Riveria, and thence to Bage, Brazil, has
been procured by the Pan-American Trans-
continental Railroad Company.

—The balance sheet of the “Banco de la
Republica Oriental del Uruguay,” an official
institution, for December 31, 1909, shows
a net profit of $961,526.59 for the year
1909, against a profit of $1,020,212 in 1908,
or a decrease of $58,685.41. Considering,
however, the conditions under which the
business was conducted during that year,
the rate of interest which was lower than
that of 1908, and the interest paid by the
bank to the Government on its large de-
posits, it is fair to regard the profits of
the vear 1909 as very gratifying, and, at
least as high as those of 1908. From the
standpoint of the Government, the results
for 1909 are splendid, since the profits of
that vear represent fourteen per cent. of
the capitalization of the bank.

—Some American bankers are looking
toward Panama as a field for business. If
the next Panama Assembly enacts suitable
banking laws for their protection it is prob-
able that scveral America institutions will
go there to compete with foreign banks.
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The Columbian banking laws are not con-
sidered adequate by the Americans. Bank-
ing in Panama is said to be restricted be-
cause of lack of facilities and the exist-
ence of restrictive laws. Several foreign
banks now have savings branches there.

--The Executive Power of the Argentine
Republic has submitted to the National
Congress a bill to amend article 1 of the
monetary law. It is provided that the
monetary unit of the country shall be the
gold dollar. The minister shall be em-
powered to coin gold, nickel, and copper
coins as specified by the new law. It is
enacted that gold coins shall be stamped
on the obverse with the coat of arms of
the nation, the inscription “Republica Ar-
gentina,” and the year of the coinage; on
the reverse, a bust with the Phrygian cap,
symbolizing liberty, and inscribed “Liber-
tad,” and the denomination of value. Those
of nickel and copper to bear a bust with
the Phrygian cap, the inscription “Repub-
lica Argentina,” and the year of the issue,
and on the reverse, a number expressing the
value. The coining of gold shall be free
and unlimited and effected by the mint in
accordance with the regulations which may
be made by the Executive Power. The gold
coins mentioned in article 2, and the notes,
while they are convertible, shall have com-
pulsory circulation in the nation, and shall
serve for discharging every contract or obli-
gation within the country or abroad. The
Executive Power shall issue, through the
issue department, which is created by ar-
ticle 2, the nickel and copper coins which
may be solicited, and shall convert into notes
of national money those which are presented
for exchange.

—The National Railways of Mexico has
issued a statement showing that the esti-
mated earnings of its owned and leased lines
amounted to $6,355,969 Mexican silver for
the month of October. The total earnings
for the twelve months ended October 31,
1910, are $72,680,924, an increase of $9,280,-
195, or nearly thirteen per cent., over the
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earnings for the year ended October 81,
1909, when the record was $64,400,429. The
average monthly earnings for the last twelve
months have been $6,056,744, as against $5,-
366,702 for the twelve months preceding.

One year ago Mexico had 7,062 miles of
railroad in operation, now the merger sys-
tem alone has 7,905 miles.

—On the thirty-first of October, 1910, the
Banco Minero of Chihuahua, Mexico, re-
ported loans of $18,638,440, a surplus of
$1,475,193, undivided profits of $400,000 and
deposits of $14,208,002.
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—The Banco Mercantil de Monterey,
of Monterey, N. Leon, Mexico, is capitalized
for $2,500,000, has a reserve fund of $251,-
239, and total assets of $14,539,152. It is
the official depository for the State of
Nuevo-Leon.

—In the Department of Manizales, Re-
public of Colombia, there was recently dis-
covered, in the Balcanes gold mine, at 300
meters depth, a vein three meters thick,
which, according to experts, is the richest
that has been found up to the present time
in the mines exploited in that Department.
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Conducted by T. D. MacGregor

THE FUNCTION OF MODERN BANK ADVERTISING

By A. M. Ingraham, Financial Advertising, Cleveland, Ohio

IME was when bankers discussed
whether or not advertising was an
_appropriate means of presenting the
facilities and service of a financial institu-
tion. Many older bankers remember also
a time when the wisdom of establishing
trust companies was a serious question.
Now, however, the trust company is an ac-
cepted institution and we engage our wits
in defining its functions.

A similar development has marked the
gradually increasing use of modern adver-
tising by financial institutions. It is not
now so much a question whether or not
to advertise as it is what do we intend our
advertising to do?  That is, what is the
function of advertising? The real, vital char-
acter of advertising, sometimes even its
forms, is determined by what the advertis-
ing is intended to do. The instrument must
be fashioned with a full knowledge of the
kind of work it is intended to do; and ad-
vertising, to be successful, must be prepared
with a clear view as to the results which it
is desired to accomplish.

A few managers of the advertising depart-
ments of financial institutions have created
the impression among bankers, that advertis-
ing for a bank is different and distinct from
banking. The fact is, however, that adver-
tising in one form or another is a vital ele-
ment in all good banking. Banking is made
possible by means of public patronage and
the test of successful banking, therefore, is
the volume of profitable business which the
public entrusts to the care of the bank.

ProcrriNG NEW ACCOUNTS.

In view of the fact that every financial
institution must constantly procure new ac-

counts and other business in order to make
substantial advancement, advertising, as an
approved means of making known the fa-
cilities and service of a bank or trust com-
pany, becomes a most vital force. It is as
necessary in maintaining a steady increase
in the volume of deposits as is the adding
machine in assuring both accuracy and dis-
patch in handling individual accounts. The
large number of financial institutions that
have made successful use of judicious, dig-
nified advertising afford adequate proof of
its cfficiency in procuring a satisfactory vol-
ume of deposits and other husiness. The ac-
tive, practical banker, who has gradually
built up a line of deposits and other busi-
ness, knows how necessary it is to be con-
stantly alert to all opportunities of attract-
ing profitable new business. Sometimes it
comes as a result of the prominent loca-
tion of the bank—an expensive site selected
with a view to getting the best of the busi-
ness which comes to the most accessible
financial institution. More often, however,
new business is the direct result of per-
sonal effort on the part of an active officer
of the bank. A conference in the office, a
word at the window, or a visit to the place
of business or residence of an individual,
explain how many a substantial account is
procured. All of these methods and a great
many others are really methods of conser-
vative bank advertising.

Modern bank advertising, however, is
somewhat more progressive. It substitutes
the written or printed message for the spoken
word or interview. While the banker per-
sonally can talk with only a limited num-
ber of persons, advertising enables him to
speak to every possible depositor or patron.
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A VARIETY OF GOOD ADS.

The careful, observing banker is enabled to
represent his institution with the utmost
fidelity and the greatest impressiveness
through personal letters, booklets, and other
literature. .

Aside from the known potency of adver-
tising in procuring new accounts, it is also
an element in many of the more intimate
banking processes. Modern advertising as-
sists the banker in making all of the ma-
chinery of banking run more smoothly. It is
a means hy which the public learns definite-
ly concerning the service and facilities of a
financial institution. It gives the inexperi-
enced person specific directions as to the
ways of depositing money and transacting
other business. By means of careful, ju-
dicious advertising, the entire community
becomes more thoroughly acquainted with
the bank and even the ordinary business
man learns the banker’s way of doing things.
All of this makes the routine of the bank-
ing business easier for the officers and force
of employes.

But far more important than the aid
which carefully planned advertising affords
the bank officer and his assistants, is the
facility and convenience which it assures
new customers in depositing money and
transacting other business.

A Goop IxTRODUCTION.

The prospective customer who has seen
the advertising of a financial institution
enters its doors the first time with a cer-
tain degree of confidence, as he knows what

the bank can do for him. Often, indeed, he
has learned just what window to approach
or with what officer to confer. For the
timid or inexperienced person, a skillfully
worded advertisement serves as a card of
invitation and he goes where he is invited.
This response on the part of the public con-
stitutes the lifeblood of successful banking.

The varied forms of advertising, includ-
ing newspaper advertisements, booklets and
letters, as well as other forms, enable the
banker to solve many and many a problem
which otherwise is more difficult.

For example: The United States Govern-
ment and the banking departments of many
States are coming to be more and more
strict in their examinations of over-drafts.
The banker must often taken a perilous
course between Scylla and Charybdis. He
must meet the rigid requirements of sound
bankmg and at the same time avoid offend-
ing those depositors who occasionally over-
draw their accounts. The careful writing of
letters to individuals and firms having the
habit of overdrawing has resulted satistac-
torily in many cases, reducing the number
of over-drafts without creating any serious
offense. There is an art in good bank ad-
vertising which assures attractiveness with-
out carrying with it any offense.

It is a mere truism to say that bank ad-
vertising must be prepared with a special
view to the function which it is to perform.
A great deal of current advertising fails
because it is not applicable to the immediate
conditions. It makes no deep impression
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upon the public. Ideas that are merely
general in their application do not bring
adequate results, simply because they have
not the persuasive force to make an im-
pression and procure patronage. That is,
as an instrument, stereotyped advertising
fails because it is not properly fashioned
for the service which it is intended to ren-
der. A manufacturer would not expect to
run a machine requiring ten horse power
with an engine capable of producing only
five horse power. There must of course be
a nice adjustment between advertising and
its function.

AUTHORITATIVE ADVERTISING.

On account of its intimate relations with
banking itself, the advertising of a financial
institution must go forth with the authori-
ty of the banker.

On the other hand advertising is some-
times like a two edged sword. It is dif-
ficult to handle. A slight error by reason
of inexperience often proves expensive. Any
deviation from a gigniﬁed, conservative
form of expression usually works injury
instead of bringing favor to the institution
by which it is issued. The advertising of a
bank should reflect the conservative char-
acter of the institution by its guarded state-
ments and strict conformity to facts. It
then creates a favorable impression in the
minds of those careful people who have
money to deposit and draws a substantial
line of business to the bank. The most effi-
cient advertising is that done by an officer
of the bank, with the assistance of an expe-
rienced bank advertising writer to prepare
the copy and plans.

»->

ADVERTISING CRITICISM

Comment on Advertising Matter Submitted for
Criticism

R. C. L. Curry of the advertising de-
partment of the Merchants and Me-
chanics Savings Bank of Grafton, W,

Va., writes as follows:

We beg to submit for criticism and com-
ment several newspaper ads which were
prepared by the writer for this bank.

We prepare our own layouts, supply copy
and indicate type desired, though it is a
matter of record that we don't always get
what we want.

We should like to trespass upon your
abounding good nature to the extent that
vou go over the ads and tell us frankly what
you think of them,

We change our ads weekly. We have a
maliling list of 6,000 names covering the
same territory. The newspaper advertising
is the ‘“‘opening wedge’. We supplement
ads with circular letters with name and ad-
diress filled in on typewriter, which give
them all the earmarks of a personal letter.

We also get out a monthly house organ.

We thank you for the anticipated courtesy,
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and add that the Publicity Department of
the ‘““Bankers Magazine is a source of en-
joyment and profit to us.

Six of these advertisements are reproduced
herewith. They are all good, but no two
of them are set up alike. It would be better
to adopt a uniform style of typography al-
though the use of the trade-mark gives a
certain measure of uniformity to the ad-
vertisements. It would be a good idea for
this bank to adopt some strong type ar-
rangement of its signature and have electros
made lo use in all the advertisements. The
copy in each of these advertisements is en-
tirely commendable. Every one makes a
good point and drives it home. The parody
on Hamlet’s soliloquy, and the exposition
of the bank’s trade-mark or emblem are a
little out of the ordinary.

>

ATTRACTIVE BANK LITERATURE

An Important Feature of the Advertising
Campaign

RIGINALITY and general attractive-

ness are valuable assets in bank book-

lets. A new, gripping title, a clear,

concise statement of facts, an attractive gen-

eral make-up and a handy form and size are
desirable in the booklet.

All this has been embodied in a booklet
recently sent out by the People’s Savings
Bank of Pittsburg. The booklet is entitled,
“Something of Interest 4 You,” and its con-
tents live up to the statement of its title
in every particular. The cover carries the
title, printed in dark blue, and brings out
prominently the figure “4.” This numeral
not only forms a part of the title, but also
calls direct attention to the fact that four
per cent. interest is paid on savings deposits.

The hooklet contains twelve pages, exclu-
sive of the cover, and contains a little history
of the bank, which was established in 1866; a
short disscrtation on “Banking made easy”;
another page telling prospective customers
how they can bank by mail; and a page
admonishing one to “think it over.” Be-
sides this, there is a double-page reproduc-
tion of two pages of a pass book, together
with a detachable page to be used in open-
ing an account by mail. The booklet is

A NEAT EMBLEM
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original, attractive and unusually compre-
hensive.  'What should be said is said
plainly and without elaboration or exagger-
ation. The prospective depositor is fur-
nished with a concrete story of how the
bank is conducted, its methods of business,
and is presented with reasons why he should
open an account, either personally or by
mail. Besides that he is furnished with de-
tailed instructions how to proceed and sta-
istics are offered showing the fruits of
consistent saving.

The latter feature of the booklet is worth
while hecause it is something that attracts
and holds the attention of the average man
or woman. It is clearly shown by means of
undeniable figures what four per cent. in-
terest will do for weekly and monthly sav-
ings. Two tables are given, showing the re-
sults of depositing small sums in the bank
at four per cent. interest. The value of
laying aside a little regularly is strikingly
illustrated. It is an instructive lesson and
shows that saving is the price of inde-
pendence.

The customer is informed in simple tabu-
lar form that one dollar deposited each
week will amount to $293 in five years, $650
in ten years, $1,614 in twenty years and
$5,177 in forty years. It shows that two dol-
lars deposited weekly will bring $585 in five
vears, $1,301 in ten years, $3,228 in twenty
years and $10,355 in forty years. And again
it shows that five dollars deposited weekly
will total $1,462 in five years, $3,252 in ten
years, $8,070 in twenty years and $25,888 in
forty years.

Below is another table, outlining the same
principle of saving and interest and show-
ing how much one dollar, two dollars and
five dollars will total in five years, ten
years, twenty years and forty years, re-
spectively.
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The booklet brings out clearly that there
is nothing mysterious about banking, that
the old-fashioned stiffness and ceremony
have disappeared and that the bank is for
the people, that it needs the people’s sup-
port and the people need the helpfulness of
the bank. It also emphasizes the fact that
banking by mail is no longer an experiment,
that experience has shown its safety, use-
fulness and convenience. The People’s Sav-
ings Bank was one of the first institutions
in the country that took up the banking by
mail idea and this is one of the strongest
departments of the bank to-day.

Another Pittsburgh institution, the Farm-
ers Deposit National Bank, got out an un-
usually beautiful statement folder in No-
vember. Underneath the financial statement
was a fine half-tone reproduction of a pho-
tograph of a farm scene in Western Penn-
sylvania.

Another attractive piece of bank litera-
ture is a booklet issued by the Prudential
Savings Bank of Brooklyn, New York City.
Half-tones of the bank interior and por-
traits of officers and trustees are features.

The Ardmore (Pa.) National Bank issues
monthly calendar memorandum books of
pocket size, each page headed by a quota-
tion from a well-known writer.

The Solicitor, the monthly house organ of
the Wachovia Loan & Trust Company, Win-
ston-Salem, N. C., appeared last month in
a very tasty Christmas cover in red and
green, Santa Claus and the Christmas tree
occupying a prominent place. The paper
itself is full of “good stuff.”

BANKERS AND FINANCIERS OF BY-GONE DAYS

REPRODUCED herewith, through the
courtesy of Henry C. Swords, presi-

dent of the Fulton Trust Company
of New York, are the portraits of five
eminent bankers and financiers who lived in
the latter part of the eighteenth century.
‘They are taken from a remarkable collec-
tion of steel engravings, wood cuts and
mezzotints that Mr. Swords has gathered
together.

The casual visitor to the home of the
Fulton Trust Company at 30 Nassau street,
New York City, will find many rare and
priceless samples of the engraver's art
adorning the walls of the various rooms.

A few years ago, at the request of Mr.
Swords, Mr. W. Hamilton Benham cata-
logued this unique collection and prepared
a biographical sketch to accompany each

portrait. Then Mr. Swords, rightly be-
lieving others than himself might be inter-
ested, commissioned Mr. Benham to pre-
pare two brief essays on commerce, from
the early days of history to the end of the
eighteenth century, which have been pub-
lished in book form together with the por-
traits herc reproduced and several others.

The author in his prefaces does not lay
claim to any original research, his purpose
being to give busy people a general under-
standing of trade and the underlying
causes of the changes in commercial su-
premacy.

The lives of these men as set forth in
their biographies, reveal their depth of
character and high literary attainments.
A study of their facial characteristics is
interesting and instructive.
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Lorenzo de Medici was born in Florence,
1448; a grandson of Cosimo the virtual
founder of the famous family. He was
called “The Magnificent.” He was a great
patron of art and letters and his palace was
filled with the distinguished literati of his
time. Superior to his grandfather in cul-
ture, he was inferior to him in business

LORENZO DE MEDICI

ability. He was noted for his great ex-
penditures. Absolute tyrant as he was in
Florence, yet the affairs of state were con-
ducted successfully by intelligent and ex-
perienced men. If Florence must have a
despot as ruler, he was probably the best.
He died in 1492.

Ridolfo di Bonifazio, an illustrious pa-
triot of Florence, was born in 1370 and died
in 1430. His activities seem to have been
principally along military lines, but he was

RIDOLFO DI BONIFAZIO

nevertheless familiar with business condi-
tions of his time.

Jean Baptiste Colbert, statesman and
financier, was born at Rheims, France, 1619.
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In 1648 he entered the service of Cardinal
Mazarin and became secretary to the Queen
in 165+. Mazarin at his death recommended
Colbert to the King, who appointed him

JEAN BAPTISTE COLBERT

controller general of finances in 1660. Col-
bert reformed the finances, and established
order and economy in the Government. No
minister perhaps contributed so much to
the prosperity of France. He promoted
commerce and manufactures, opencd canals
and roads and founded colonies in America.
He opposed Louis XIV in his ruinous wars
and extravagant expenses. His death oc-
cured Sept. 6, 1683.

Sir Thomas Gresham was a celebrated
London merchant and founder of the Royal

SIR THOMAS GRESHAM

Exchange. He was born in 1519. What is
called “Gresham’s Law” is stated as fol-
lows: “If a nation attempts to use dif-
ferent forms of currency at the same time,
that which has less intrinsic value in the
markets of the world will always remain
at home. Clipped coin will always stay at
home and good coin will go abroad. If two
different metals are side by side in cir-
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culation, free coinage of the less valuable
will drive the other out wholly. When a
change in the balance of trade occurs, gold
and not silver goes abroad.” He died in
1579.

Sir Josiah Child, an English merchant,
founder of Child’s Bank; born in London

SIR JOSIAH CHILD

about 1630. He was a director in the East
India Company and later its chairman and
practical autocrat. In 1688 he published
“Observations Concerning Trade and the
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Interest of Money.” In this he argued that
interest should be reduced and kept low by
law. He also wrote a “Treatise on the East
India Trade” and other works. Some of
his principles are said to be so sound and
forcible that they assume the shape of
maxims. Died in 1699.

The Fulton Trust Company of New York,
recently celebrated its twentieth birthday.
It has made a specialty of personal trust
business and trust deposits, a very large
field, but one in which by reason of its
specialized organization, it has been very
successful.

At the hcad of the company stands Henry
C. Swords. Associated with him are the
following: H. H. Cammann as vice-presi-
dent, H. W. Reighley as second vice-presi-
dent and secretary, and Charles M. Van
Kleeck as assistant secretary. Those who
make up the board of trustees are: Charles
C. Burke, Lispenard Stewart, Henry Lewis
Morris, Edwin A. Cruikshank, Charles A.
Peabody, Douglas Robinson, Charles S.
Brown, George G. De Witt, Henry K.
Pomroy, J. Roosevelt Roosevelt, Frank S.
Witherbec, Robert Goelet, Frederic deP.
Foster, Alfred E. Marling, Richard H. Wil-
liams, Howland Pell, Archibald D. Russell,
Arthur D. Weekes, Charles M. Newcombe,
Robert L. Gerry.

Every individual member of this board
takes an active interest in the company’s
affairs, and as may be presumed they con-
tribute generously to its success.

BOOK REVIEWS

Porririo Diaz, PresivExtT o MEexico: THE
Master Buiper oF A Grear Commow-
WEALTH. By José F. Godoy. New York:
G. P. Putnam’s Sons.

Recent events in Mexico give especial in-
terest to this comprehensive biography of
the man who has undoubtedly done more
than any other to give a stable govern-
ment to Mexico, and steadily to advance
the country along the line of progress.

It is a stirring story that Sefior Godoy
tells, for Diaz began his public career upon
the battlefield, and certainly encountered
many accidents by flood and field, as well
as hairbreadth escapes.

The volume contains not only a compre-
hensive account of the career of President
Diaz, but much of Mexican history. Of
course, the history of modern Mexico is
practically comprised in the Diaz régime.

We are told by all apologists for the
sterness of the rule of Diaz that it has been

necessary—that the character of the people
made repression and substantial denial of
popular government essential,

In the first years of his accession to
power, and perhaps for many years there-
after, that was no doubt the case.

But we are inclined to think that Presi-
dent Diaz may have been more tardy than
he should have been in extending the po-
litical rights of his people. He has given
Mexico a “strong” government, and much
to the country’s advantage in many ways,
for life and property have been protected.
But the methods by which this strength has
been obtained are becoming a source of
weakness, as recent events disclose.

It may be said perhaps with truth that
it was essentially the work of President
Diaz to lead Mexico out of the darkness of
revolution and chaos to the light of peace
and progress. He has laid the foundation
for entire freedom and the introduction of
popular government. If he has delayed the
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completion of the work necessary to give
his country representative government, it
may have been because he knew the time
was not yet ripe for it. Possibly, also, it
was a work for which by character and ex-
perience he was not best fitted. The com-
pletion of the structure whose foundations
he had so carefully and firmly laid must be
left to other hands. Washington, Hamilton,
Jefferson and Madison established the Con-
stitution of the United States. It re-
mained for Lincoln and others to destroy
slavery and to make the union indissoluble.

One thing is certain: when the impartial
story of Mexico’s progress is written, full
recognition will be given to the courage,
patriotism and statesmanship of Porfirio
Diaz.

Seitor Godoy has presented an interesting
and brilliant account of the life of a very
remarkable man.

Wortp CorporaTioN. By King Camp Gil-
lette. Boston: The New England News
Co.

An extension of corporation ownership
so as to include, finally, all the industries
of the world, is proposed by the author of
this book. We believe it was Edward Bel-
lamy, who, in “Looking Backward,” pic-
tured a condition of affairs when the trusts
should make such enormous strides in ab-
sorbing industries that all business would in
the end be swallowed up by a single cor-
poration, owned by the people.

Mr. Gillette seems much impressed by the
examples of the Standard Oil Trust and the
United States Steel Corporation. He would
have a “World Corporation” that would
gradually acquire ownership of all indus-
tries, but aiming at “the eventual elimina-
tion of shares and establishment of sys-
tem of equity.”

While this vast project seems visionary,
and many of the proposals hardly to be
taken seriously, the book contains a great
deal of sense and food for thought. Itis a
defense of the corporation idea, carrying
the principle of consolidation to its extreme
limits.

One must doubt, however, if the plan
were not impracticable, whether it would
prove anything like the panacea the author
claims.

“I.e MARCHE FiNnaNncier.” Par Arthur Raf-
falovich. 1909-1910. Paris, 1910.

This annual publication, by the financial
agent of the Russian Government at Paris,
contains the usual wealth of material re-
garding the evolution of money markets,
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commerce and economic factors in the lead-
ing countries of Europe. So wide a field
necessarily requires the labor of a number
of collaborators, the article on the United
States being based upon the records of the
Bavkers Macazine and other financial pub-
lications; that on France being written by
Henri Scuhlen; and that on Russia by Mr.
Apostol. The imprint of Mr. Raffalovich’s
broad views and economic training is
stamped, however, upon the whole work,
and especially upon the general considera-
tions with which he sums up the record of
the year and his review of the history of
the precious metals and changes in mone-
tary laws, which now affect so directly the
problems of international finance. The
United States receives a space of fifty-
three pages, in which the political and finan-
cial problems which have kept the country
on the alert are fully and carefully pre-
sented. ’

One of the most interesting aspects of
this annual volume is the mirror which it
affords of the steady strides of Russia to-
wards a leading position in the economic
world, in spite of her military disasters in
the war with Japan. The fact that the
gold funds of the Bank of Russia increased
from about $610,000,000 at the beginning of
1909 to $708,000,000 at the beginning of
1910, is only one of the many things which
illustrate the growing power of a country
which counts by its latest census 155,000,000
people, of whom 130,000,000 are in European
Russia. While the public debt of Russia
was increased considerably by the war, a
large part of the permanent debt is repre-
sented by public works, of which 28,000
miles of railways constitute an important
part. The favorable crops of the last two
vears have contributed much to the pros-
perity of the masses and have maintained
the large favorable balance of trade, which
is one of the secrets of Russian financial
strength.

A NEW YORK HERALD CANVASS

EW YORK “Herald” canvass indicates
that 286 members of the next na-
tional House of Representatives—

ninety more than a majority—will favor a re-
duction in the tariff. Of the 228 Democrats,
177 are for tariff for revenue only and
thirty are for a reduction in the Aldrich-
Payne schedules, but with the protection
principle preserved. Of the 162 Republi-
cans, sixty-one don’t want to tinker with
the tariff at all. Seventy-nine declare
they believe the present law should be re-
vised, but that the protective idea should
be kept well in mind.



A NEW LINE OF DEVELOPMENT FOR IOWA

WHAT THE ADOPTION OF THE “ WATERLOO WAY " WILL DO FOR
THE RENEWED GROWTH OF THE STATE IN POPULATION
IN WEALTH AND IN INFLUENCE

By Edward White

(1 HAT'S the matter with Iowa?” has
probably been asked more times
recently than any other question

since William Allen White propounded the

same pointed interrogatory about Kansas.
What is the matter with Iowa, anyhow?
Here we have a State with an annual pro-
duction of live stock and grains greater in
value than all the gold taken from the mines
of the United States in any seven years of
the nation’s existence; greater than the
value of the total coal production of the

United States in any yvear; in excess of the

value of the annual iron output of the en-

tire country; a State with more banks than

any other Commonwealth in the Union; a

State whose property exceeds in value that

of forty-two of the forty-nine States in the

Union; a State which embraces the Black-

hawk purchase of lands at eight cents an

acre, a little more than three-quarters of a

century ago, and which now range in price

from $100 to $300 per acre; a State with

10,000 miles of railroad, and ranking as the

fourth State in the Union in railroad mile-

age; here we have a State with such a rec-
ord, a State with such magnificent achieve-
ments to its credit, actually losing a portion
of its population—actually going backward
in the census returns.

It requires no extraordinary powers of
discernment to discover that there is really

something the matter with Towa; and yet,
the remedy for the State’s serious ailment
can be just as easily compounded and ad-
ministered. In the beginning, an estab-
lished truth must be stated. The rapid or
even the substantial growth of a community
or State cannot be maintained perpetually
upon one resource or one line of develop-
ment. Neither cotton, nor live-stock, nor
lumber, nor mining, nor even agriculture,
the world’s greatest resource, will place a
State in the front rank and keep it there.
Large populations are created and sustained
by diversity of interests—by interdependent
lines of activity. Jowa has reached her
present high standing in the sisterhood of
States because nature fashioned her advan-
tages for the allurement of only the highest
types of humanity. Men and women with
brain and brawn and virtue, cast their for-
tunes with the State, took from its soil the
best it could yield, and gave the nation the
highest order of citizenship. They carried-
the State through the vicissitudes of pioneer
days, the trying times of the Civil War, and
kept it on the onward march until, in the
vear 1900, Jowa had the greatest farm
acreage and the greatest acreage of improved
farms of any State in the Union. In 1880
the State had 19,866,541 acres of improved
farms. In the next twenty years, or up to
the vear 1900, more than 10,000,000 acres

Capital employed
People employed

Annual product

WATERLOO MANUFACTURING CENTRE

Number of establishments. ..

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

Annual payroll ............

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

Varieties of articles manufactured

MARKET: THE ENTIRE

138
$15,000,000
6,000
2,000,000
16,000,000
2,800

...........

WORLD
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were added to its improved lands, while the
record of its closest competitor in rank—
Illinois—was only a trifle more than 1,500,
000 acres. The improved farms of Iowa in
1900 amounted, in round numbers, to 30,-
000,000 acres, or 88.5 per cent. of all the
farm lands of the State—the largest acreage
and the largest percentage of any State.

It will thus be seen that the limit of
growth as a strictly agricultural State was
nearly reached ten years ago. Manufactur-
ing was hardly begun in 1900, and there was
not a city in the State with 65,000 inhabi-
tants. With the farms nearly filled with
people to operate them, and with little or
no inducement for immigration to the cities,
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“WATERLOO WAY” A3 A GuIDE.

If there is one city in Jowa that deserves
more credit than any other for its part in
the substantial upbuilding of the State, it is
Waterloo. From 1900 to 1910 its popula-
tion rose from 12,400 to 27,300, a net gain
of 112 per cent. In 1906 its population was
18,849, thus bringing nearly 70 per cent. of
its gain of 112 per cent. within the last four
years of the decade.

RESULT OF MANUFACTURING ACTIVITY.

This splendid growth was achieved solely
through the development of manufacturing.

Number of banks
Capital, surplus and profits
Deposits
Loans
Clearings, 1909

THIRD CITY IN STATE IN FINANCIAL
STRENGTH

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

Clearings, ten months 1910 . .

12
$1,995,020
8,600,000
7,931,000
40,339,462 -
49,204,783

it is easy to see how the growth of the State
came to an end.

Juver tHE BrciNNING, HowevEr.

But that end is just the beginning of
Towa’s most magnificent development—a de-
velopment that will again place it in the
front rank of America’s rapidly growing
States. This must come through manufac-
turing, in direct codperation with the agri-
cultural interests of the State. Future ad-
vances in agriculture must come chiefly
through improved machinery for its uses,
and this improved machinery must, of
course, be created and supplied by the
manufacturer.

MANUFACTURING RESOURCES.

With more than 10,000 miles of railroad
traversing its domain; two great waterways
bordering it on the east and west; millions
of tons of coal within a day’s shipping dis-
tance of its cities; raw material in great
abundance for many lines, and with the en-
tire world for a market, Towa will find it
easy to forge its way to the front as a great
manufacturing State.

Other lines, such as wholesaling, jobbing,
banking, retailing, etc., have made great
strides, it is true, but the foundation for the
entire development is manufacturing.

WHERe EvEry MAN GeTs A SQUuaRe DEaL.

The last clause in the paragraph just
ended might have been extended, and greater
force and greater truth added to the state-
ment, by making it read as follows: “The
foundation for the entire development is
manufacturing on an honest basis—dealing
fairly and squarely with the people.”

Garroway FiNanNciaL Prax THE Basis For
THE “WaATERLOO WAY.”

There is an element in commercial rivalry
—in the competitive system, we may say—
that makes men deal honestly with their fel-
lows; that is, keeps men from taking advan-
tage of their fellows in the ordinary transac-
tions of the day. That element is simply
self-preservation through the maintenance of
a good name. But in the hurry and bustle
and struggle of fierce competition, it rarely
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occurs that a man comes to the front with
a plan that causes him to reach out to his
customers and say:

“Here is a part of my profits; take it, for
it justly belongs to you.”

Prixcrierr UxperLyiNe THE WiLLiam Gar-
Loway CoMPANY.

This is the basic principle of the William
Galloway Company, manufacturers of farm
machinery at Waterloo, Iowa. A close in-
spection of the company’s plants and busi-
ness methods by the writer revealed the fact
that the William Galloway Company does
not sell its stock to the farmer in order to
secure his patronage. In fact, it goes to the
opposite extreme of such methods by plac-
ing its stock with the farmer after he has
become a customer only, and then not through
personal solicitation of any kind. The com-
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pany does not stand in need of financial as-
sistance in the manufacture of its goods.
It has ample capital with which to prosecute
its business, and only places a certain por-
tion of its preferred stock with the farmer
for the purpose of carrying its profit-shar-
ing plan to the farthest limit. Every share
of preferred stock thus disposed of carries
with it an assurance of a six and one-half per
cent. dividend per annum; and not a divi-
dend has been passed since the company’s
organization in 1906.

SciexTiFic AND PracTican ProrFiT SHariNe.

The profit-sharing plan of the William
Galloway Company embraces two distinct
features, as follows:

First—By carrying its goods direct from
the manufacturer to the farmer, the com-
pany is enabled to give the lowest possible

YEARS’

FINANCIAL STRENGTH OF THE WILLIAM
GALLOWAY COMPANY AFTER FOUR
EXISTENCE

JUNE 80, 1910

Assets

Property account, less depreciation ........ $619,821.96
Investment accounts ..................... 2,990,795.85

Current assets, including merchandise, bills
receivable, and cashinbank ............. 405,205.16
Total .. .oee et $4,015,821.57

Liabilities

Capital stock, authorized ................. $3,500,000.00
Surplus and reserve ..................... 265,309.06
Current liabilities ....................... 190,585.86
Fund for retirement of preferred stock .. ... 38,300.00
Dividend, paid July 10 .................. 21,627.15

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

$4,015,821.57
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net price to the consumer, regardless of his
participation or non-participation in the af-
fairs of the company as a stockholder.

Second—By taking the farmer into part-
nership, the company is enabled to share
with him its profits through dividends on
his stock and discounts on all machinery sold
either to him or to his neighbros through his
recommendations.

Tnr Essexce oF Cosdion SeExse axp Com-
sox Hoxesty.

Thus it will be seen that the rock upon
which this company stands is not only one
of great firmness and solidity, but of funda-
mental soundness in principle. The farmer
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WHAT THE WiLLiam Garroway CoMpaNY Is.

In 1901, William Galloway, who, after
quitting life on a farm about two years pre-
viously, had been acting as a sales agent for
an implement concern, conceived the idea of
manufacturing harrow carts and selling them
on a mail order basis, for the purpose of
eliminating huge profits which ordinarily go
to a long line of middlemen. The venture
was successful, and Mr. Galloway turned his
attention to manure spreaders and gasoline
engines, manufacturing them and selling
them on the harrow cart plan. Other lines
were added from time to time and the sales
grew rapidly. In 1906 the business was in-
corporated as the William Galloway Com-

GROWTH OF ANNUAL SALES

Year ending June 80, 1907 .
Year ending June 80, 1908 .
Year ending June 30, 1909 .
Year ending June 80, 1910 .
GAIN IN LAST YEAR .
Year ending June 30, 1911, estimated from

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

present rate of increase in monthly sales. . .

$175,000.00
488,500.00
865,087.70
1,721,557.03
856,519.33

8,250,000.00

is not asked to co-operate by handing his
money over to the company and taking his
chances on getting back either interest or
principal. His dividends begin on the first
dividend day after his purchase of stock,
and the fact that the stock is interest bear-
ing from the beginning gives it an intrinsic
value almost equal to any investment of the
highest class. The company’s financial state-
ment shows that its tangible assets (visible
property), even though conservatively stated,
are 705,000 in excess of its liabilities, and
its annual showing, if the growth of sales
makes it clear that while it has, through
careful munagement, prospered in the past,
its actual prosperity has just begun. The
lesson of co-operation between the farmer
end the manufacturer is just being learned,
and the necessities of both can only be met
by a strict observance of the co-operative
plan. We have thought that the develop-
ment of the past is indeed wonderful, but it
is now plain that the future has even greater
things in store for us, and we must prepare
for them.

pany, with a capital of $200,000. The capi-
tal has been increased at various times, until
it is now $3,500,000, over $2,700,000 of which
is paid in.

The business has increaseu until the com-
pany is now the largest manufacturing mail
order house in the world, with customers in
every State in the Union, besides Canada,
Mexico, Australia and other foreign coun-
tries.

NatvraL Expaxsion.

Co-ordinately with the increase in the
capitalized strength of the William Gallo-
way Company has been its expansion in ar-
ticles manufactured and in the general ca-
pacity of the plants. In addition to harrow
carts, manure spreaders, gasoline engines and
cream separators, the company now has au-
tomobiles, hay tools and other farm imple-
ments on its list of products. Some idea of
the capacity of the plants may be gleaned
from the fact that thirty gasoline engines
are turned out every day, or at the rate of
one every fifteen minutes.
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EARNINGS PER YEAR
1907. $9,103.00 Paid in capital.... $100,000.00
1903. 60,056.00 Paid in capital. ... 200,000.00
1909.... 176,259.00 Paid in capital. .. 400,000.00
1910.... 273,334.00 Paid in capital.... 2,700,000.00
Dividends on Common Stock Have Never Been Less Than
Ten Per Cent.

More ABouT THE CAPITALIZATION.

The capital stock of the company is di-
vided as follows:

Common, 25,000 shares, at $100...... $2,500,000
Preferred, 10,000 shares, at $100..... 1,000,000
Total ......coiiiiiiiiiiiiiiiiiienns $3,500,000

The preferred stock draws six and one-
half per cent. interest, payable semi-annual-
Iy, on January 30 and June 30 of each year,
is a lien on all the net assets of the com-
pany, and is redeemable after July 1, 1912,
at %103 per share and accrued interest, at
the option of the company. This stock is
offcred for sale at $100 per share, each pur-
chaser being entitled to a bonus of one five
per cent. profit-sharing coupon certificate,
numbered identically with the stock certifi-
cate. Any order for Galloway goods,
whether the order is made by the stockholder
or some neighbor or friend of his, that is
accompanied by one of the five per cent.
profit-sharing coupons of the certificate, en-
titles the stockholder to a credit of five per
cent. on the total amount of the purchases.

The future value of the Galloway stock

may be predicted by the fact that the com-
pany’s volume of business for the first four
years of its existence equaled that of the
Sears-Rocbuck Company, the great mail or-
der house of Chicago, for a similar period,
and was in excess of the business of Mont-
gomery, Ward & Co., another great mail
order house of Chicago, at the end of its
first fifteen years.

Tue ImpressioN oF A DisintTeEResTED OnB-
SERVER.

A stranger spending a day inspecting the
factories and business system of the William
Galloway Company cannot fail to be im-
pressed with many ideas of great value. If
he is fortunate enough to spend a few mo-
ments in the presence of Mr. Galloway, the
president, before beginning his tour of in-
spection, he is sure to get from that per-
sonality a pretty good impression of what
his eyes are to behold in the offices and fac-
tories. A few of Mr. Galloway’s earnest,
practical. mind-piercing sentences, a few
glances from his penetrating eyes, and the
visitor has taken on the Galloway spirit and
been inspired with the bigness of the Gallo-
way system. Then as he travels through

Total sales, four years

half of trust prices

FOUR YEARS’ SAVING TO THE FARMER

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

Amount of saving to farmers at about one-

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

Estimated sales, current year

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

$8,250,094.73

2,650,000.00
3,250,000.00
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WiLLiaM GALLOWAY

PRESIDENT WILLIAM GALLOWAY COMPANY,
WATERLOO, TOWA

the various departments in the big office
building, where 180 people are busy carry-
ing forward the work of the company; then
slowly tramps through the huge factories
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filled with up-to-date machinery and tools
and manned with skilled artisans in every
line—as he passes through these interesting
places, he absorbs it all with perfect ease,
because he was prepared for it by the im-
pression given him by Mr. Galloway.

Ecoxomy Most IMPRESSIVE OF ALL.

In a trip of this kind there are many
things to interest and impress the visitor.
The writer was most impressed with the
economic features of the system. On every
hand at almost every turn economy was
manifest. Office appliances and systems
were apparently installed with two objects
in view—that of increasing the efficiency of
the working force and economizing the ma-
terials used. The same rule was applied to
the foundries, the machine shops, the assem-
Lly rooms, the shipping departments, and in
fact every nook and corner was permeated
with one ruling spirit—economy.

WitLiam Garroway, THE MaN.

William Galloway, the founder and pres-
ent executive head of the William Galloway
Company, is the type of man that makes the
people wish the world were full of his kind.
Added to a character of unusual strength
and a business capacity of great intrinsic
value, is a breadth of commercial and indus-
trial vision rarely found in any man. He is
not a dreamer in any sense, and is therefore
enabled to grasp from the right angle every
problem that confronts him. Confidence re-
posed in him is never lost.

Will Show

FINANCIAL STANDING OF THE
COMPANY

Reference to the Bradstreet and Dun Mercan-
tile Reports or Inquiry of any Bank in Waterloo

GALLOWAY AMONG THE HIGHEST




MODERN FINANCIAL INSTITUTIONS

AND THEIR EQUIPMENT

THE NATIONAL CITY BANK OF CHICAGO

IGHTEEN months ago Tue Baxkenms
Magazixe commented on the unprece-
dented achievements of the National

City Bank of Chicago. At that time, in
calling attention to the bank’s extraordi-
nary growth, this remark was made: “It has
come to be recognized as one of the leading
banks of the Middle West and a powerful
factor in the trade and commerce which
centre around Chicago.”

That there was no overestimation of the
latent strength or standing of this twentieth-
century institution is now a matter of pub-
lic knowledge. Smashing all previous rec-
ords for growth, it has achieved one success
after another and to-day commands the con-
fidence and respect of the entire banking
fraternity.

The National City Bank of Chicago was
organized by David R. Forgan, who resigned

MAIN ENTRANCE
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the vice-presidency of the First National
Bank of Chicago to engage in that work.
By many, Mr. Forgan, who has been presi-
dent since the opening day, is looked upon
as a financier of more than ordinary ability;
certainly he and his. fellow officers have
shown excellent judgment in their direction
of the bank’s policies.

On February 5, 1907, the opening day,

H. E. Orte

VICE-PRESIDENT

deposits of $2,198,337.25, were received;
to-day the deposits will exceed $25,000,000.
This, in brief, is the achievement already re-
ferred to as unprecedented in the annals of
banking. And there has been no violation
or disregard of the principles of sound
finance in order to reach this result. It
represents the working out of well-defined,
conservative policies, endorseu and supported
by precedent.

There is every indication that the bank’s
capitalization of $1,500,000 will very shortty
be increased to $2,000,000—thus furthering
the ambitious plans of President Forgan
and his board of directors.
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On February 23, 1910, the Hamilton Na-
tional Bank was absorbed. This move
brought new business and swelled the vol-
ume of deposits, so that a report issued on
the thirtieth of last June set them down as
$23,106,648.27; by November 10, 1910, there
had bheen a further increase of deposits large
enough to bring the total up to $24,474,-
896.06. On this latter date a condensed re-
port placed the bank’s total resources as
high as $27,190.873.87.

As evidencing free and uninterrupted
growth from the commencement of business,
the following comparative deposits is given:

February 3, 1907 ........ $2,198,337.25
May 20, 1907 .....ooinin. 5,144,243.10
February 14, 1908 ....... 7,245,267.59
September 23, 1908 ...... 9,270,496.63
February 5, 1909 ........ 12,612,507.53
September 1, 1909 ...... 14,309,364.86
June 30, 1910 ............ 23,106,648.27
November 10, 1910 ...... 24,474,896.06

New EQUIPMENT.

In thesc days when Dispatcu is the watch-
word, and absolute accuracy is a requisite
to success, a bank must have facilities com-
mensurate with the magnitude of the busi-
ness it transacts. This calls for modern and
commodious quarters.

For some time prior to the spring of 1910
the rapidly expanding business of the Na-
tional City Bank of Chicago had necessi-
tated a removal to larger and more con-
venient quarters. There was no hesitating,
once the actual need of more room became
apparent. A lease was signed for the entire
main floor of the building at the southeast
corner of Dearborn and Monroe streets, and
the work of making it suitable for occu-
pancy was begun immediately.

On September 17 last the new quarters
were thrown open to the public. The main
banking room measures 84x128 feet, and
there is also a balcony 44x88 feet, thus ac-
commodating a large clerical force. Terra
cotta of granite finish covers the exterior of
the building.

All the floors throughout the interior are
of white marble, while mahogany is utilized
for counters and other furniture. Sixteen
caen stone columns support the ceiling over
the main banking room. 1hey add mate-
rially to its attractiveness, which is further
enhanced by the use of bronze, marble and
mahogany fixtures,

The president’s room is spacious and
handsome and is tastefully furnished. Sev-
eral time-saving systems have been installed
in the new quarters, one of them being in
the tellers’ cages, where card files are placed



F. A. CraNDALL L. H. Grimme
VICE-PRESIDENT CASHIER

W. D. Dickey A. W. MorTON

ASSISTANT CASHIER ASSISTANT CASHIER
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W. T. PErkiNs
ASSISTANT CASHIER

Wor. N. JARNAGIN
ASSISTANT CASHIER

Hexry MEeYER
ASSISTANT CASHIER

R. U. LaxsiNG

MANAGER BOND DEPARTMENT NATIONAL CITY
BANK OF CHICAGO



MODERN FINANCIAL INSTITUTIONS 137

PRESIDENT FORGAN’S DESK

.

VICE-PRESIDENT OTTE’'S PRIVATE QUARTERS
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on revolving standards in such a manner
that access may be had to them from the
outside.

The bond department occupies spacious
quarters in the southwest corner of the
banking floor. It is in charge of R. U.
Lansing, who, as manager, has evolved an in-
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With respect to its directors it would be
hard to tind a more representative board
than the following: Alfred L. Baker, of
Alfred L. Baker & Co.; Ambrose Cramer,
trustee estate of Henry J. Willing; Edward
F. Carry, vice-president American Car and
Foundry Company; A. B. Dick, president

OFFICERS’ QUARTERS

vestors’ service that is making the depart-
ment very successful.

The National City Bank of Chicago, soon
to celebrate its fourth birthday, has the fol-
lowing competent officers: David R. Forgan,
president; Alfred I.. Baker, vice-president;
H. E. Otte, vice-president; F. \. Crandail,
vice-president; L. H. Grimme, cashier; W.
D. Dickey, assistant cashier; A. W. Morton,
assistant cashier; W. T. Perkins, assistant
cashier; Henry Meyer, assistant cashier;
William N. Jarnagin, assistant cashier; R.
U. Lansing, minager bond department.

A. B. Dick Company; E. G. Eberhardt, vice-
president and general manager Mishawaka
Woolen Manufacturing Co., Mishawaka, Ind.;
Stanley TField, vice-president Marshall Field
& Co.: David R. Forgan, president; F. F.
Peabody, president Cluett, Peabody & Co.;
H. A. Stillwell, vice-president Butler Bros.,
Chicago; John E. Wilder, vice-president
Wilder & Co.; H. E. Otte, vice-president.
Fstablished in its new home, the friends
and admirers of the National City Bank of
Chicago may expect to seen more records
fall by the wayside as the years progress.
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THE CHATHAM NATIONAL BANK BUILDING, BROADWAY AND JOHN
STREFET, NEW YORK



THE CHATHAM NATIONAL BANK OF NEW YORK

OR more than sixty years the Chatham
National Bank has ministered to the
needs of mercantile New York and

also looked after the interests of hundreds
of correspondents throughout the country.
From the day of its organization as the
Chatham Bank in 1850, it has been pre-emi-
nently a business man’s bank and as such
it is known to-day.

In 1860, five years before a Federal char-
ter was secured, the Chatham Bank located
on the corner of Broadway and John street,
directly opposite from its present home in
the Corbin Building. Just prior to 1870
it erected the building 196 Broadway, which
was occupied until the present commodious
quarters were ready in June of 1889.

The Chatham National stands alone. Not
being affiliated with any other institution,
it has not the disadvantage of being the
“unit of a series” or a “link in a chain.”
For that reason its resources are ever at
the service of depositors for the require-
ments of legitimate business.

Relieved from entangling alliances with
other banks, such an institution has only
its own customers to serve. It thrives when
they tbrive. Having no other interests, its
first thought is of them. Its success is
founded on the theory that mercantile bor-
rowers, of all others, are entitled to ac-
commodation. They come first, never last.

These principles of conservative banking
have governed the development of the
Chatham National from the start. They
explain its up-building through half a
century. They suggest its future policy.

The Chatham’s original capitalization of
$150,000 has never been changed, but ac-
cording to the latest available statement
of this conservative institution, the sur-
plus has been increased to $1,000,000.

With the bank of moderate capitalization
the personal equation looms large. It must.
In the bank of moderate size, the customer
comes in daily contact with the officers.
He deals with them direct and upon their
attitude, friendly or otherwise, he forms
his opinion of the bank. o

There is, in the Chatham National, the
most cordial feeling between customers and
members of the official staff. From presi-
dent down to teller this plane of equality
is maintained, and much of the success
achieved by the bank during its long career
can be attributed to this very thing.

PresmExT KAUFMAN A Micmieax Probucr.

Always progressive, the Chatham’s board
of directors very naturally have selected a
progressive banker to be their president.
This action was taken last August, at which
time Louis G. Kaufman succeeded George

M. Hard, who retired to become chairman
of the board.

Mr. Kaufman has not yet reached his
fortieth year. His reputation as a banker
was made in his native State of Michigan; it
was there he first became known to the fra-
ternity. For the past four years he has
been directing the affairs of the First Na-

Lovis G. Kavrman

PRESIDENT CHATHAM NATIONAL BANK OF
NEW YORK: PRESIDENT FIRST NATIONAL
RANK OF MARQUETTE, MICH.

tional Bank of Marquette, Mich., and con-
tinues to-dny as ils president. When nine-
teen years of age he entered the employ
of the Marquette County Savings Bank as a
messenger, and thereafter was closely iden-
tified with the banking business in Mar-
quette until he reccived his call from New
York.

Mr. Kaufman served in all positions in
the Marquette County Savings Bank, ex-
hibiting such aptitude that in 1898 he was
made cashier-manager. He went to the
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DIRECTORS’ MEETING ROOM

First National Bank of Marquette as vice-
president in 1901, and after filling this of-
fice with distinction for five years, was
elected president in 1906. He is an active
worker in the American Bankers’ Associa-
tion, being at present a member of the ex-
ecutive council and has served as president
of the Michigan Bankers’ Association. He
is an expert judge of commercial paper
and has for several years looked after the
purchase, here in the East, of securities for
a number of Western banks.

Under the presidency of Mr. Kaufman,

there has been a gratifying increase in the
volume of business transactea by the Chat-
ham National Bank. Since the tenth day
of June, 1910, the resources of the bank
have expanded as here set forth:

June 10, 1910.............. $10,851,664
Sept. 1, 1910.............. 11,864,082
Nov, 10, 1910.............. 12,139,676

Further comment than this it is not neces-
sary to make—the healthy, sound condition
of the Chatham National Bank of New
York is an obvious certainty.

JAPANESE BANKS
THEY HAVE MORE FUNDS THAN THEY CAN PROFITABLY USE

ICE Consul General E. G. Babbitt of
Yokohama sends to Washington the
following condensation from a Japan-

ese journal regarding banks in that empire:

While the net profits of some of the
sinaller Tokyo banks showed a falling off
during the first six months of 1909 as com-
pared with the 1908 period, business results
on the whole were satisfactory. The Dai-
ichi, the Tokai, the Tokyo and the Mitsu
Bishi maintained their ten per cent. divi-
dend rates, and the Dai-san its twelve per
cent. rate.

The total amount of deposits at the as-
sociated banks of Tokyo, Yokohama, Na-
goya, Kyoto, Osaka and Kobe at the end
of June last showed an increase of $35,-
000,000 gold on the corresponding period of
last year and the reserves also showed an

increase of $4,350,L..W. In short, the finan-
cial power of the banks in these cities has
grown by nearly $40,000,000 compared with
last year, inasmuch as the amount of loans
has not only failed to advance, but has ac-
tually shown a diminution of $750,000.

With regard to the profitable employment
of funds in their hands in the future, con-
tinues the Tokyo journal, the bankers would
scem to be much perplexed. No fresh de-
mand for capital has sprung up, neither is
any likely to occur to a large extent for the
present. On the contrary, there are factors
tending to accentuate the inactivity of the
market. They are confronted with the ne-
cessity of finding a fresh way of profitably
utilizing the rapidly growing funds, and
this is generally conceded to be a most dif-
ficult problem in existing circumstances.
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Merchants National Bank

RICHMOND, VA.

Capital - - $200.000
Surplus and Profits, 861,000

This bank 18 the largest depository for
banks between Baltimore and New Orl-
eans. It Is Virginia's most successful
National Bank. It has the best facilities
for handling items on the Virginias and
Carolinas. Collections carefully routed.

Correspondence Solicited

BANKERS IN CONVENTION AT CHI-
CAGO.

Representatives of the transit departments
of banks in several of the largest cities in
the country met December 12 at the Chi-
cago Clearing House for a discussion of
the question of using certain designated
symbols on checks and drafts in transit to
minimize the work of handling them. Several
different systems are now in use among the
banks of the country. It'is hoped to de-
vise one single systemn that will be satis-
tactory to all.

The meeting was called by direction of the
clearing-house section of the American
Bankers' Association. It was opened by
Ralph Van Vechten, vice-president of the
Continental-Commercial National Bank of
Chicago, who is chairman of the executive
committee of that section. Fred E. Farns-
worth, general secretary of the Association,
acted as temporary secretary and continued
to assist at the meeting after its business
had been turned over to the transit managers
present. They selected as chairman J. W.
Hoopes, scecretary of the Texas Bankers'
Association, and as secretary C. R. McKay
of the First National Bank of Chicago.
Other representatives present were:

Chicago—W. G. Shroeder, Continental
and Commercial National Bank; J. A.
Walker, Corn Exchange National Bank.
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Philadelphia—0O. Howard Wolfe, Philadel-
phia National Bank. Boston—C. H. Mars-
ton, National Shawmut Bank; Stanton D.
Bullock, First National Bank. Pittsburgh—
Brown A. Patterson, Second National Bank.
St. Louis—H. C. Burnett, National Bank
of Commerce. New Orleans—Mauritz Pyk,
Whitney-Central National Bank. Minne-
apolis and St. Paul—J. G. M'Lean, Security
National Bank, Minneapols. Cleveland—
Carl A. Pelmer, First National Bank. Den-
ver—Karl H. Woodward, Colorado National
Bank; George M. Hauk, First National
Bank. Texas—C. J. Grant, American Ex-

change National Bank, Dallas; Forrest
Mathis, Commonwealth National Bank,
Dallas.

CHARLES H. IMHOFF VICE-PRESI-
DENT MERCANTILE NATIONAL
OF NEW YORK.

Charles H. Imhoff, formerly vice-presi-
dent of the Chatham National Bank, has
been elected a vice-president of the Mer-
cantile National Bank. Mr. Imhoff came to
New York from Lincoln, Neb.,, and asso-
ciated himself with the Ninth National Bank,
which was later taken over by the Citizens’
Central Bank consolidation. He then be-
came the head of the bond department of

Bronze and Iron Work for Banks

Cast Bronze Signs and Tablets

BRONZE COUNTER SCREENS
Wire Mesh Enclosures
To Special Design

JNO. WILLIAMS INC. Bronze Foundry,
250 West 27th Street, New York, publishes the
Magazine ‘““American Art én Bronze and Iron,” il-
lustrating Bank Counter Screens, Tablets, S8igns,
etc. Copies free to Bankers.

“Your Arohitect knowsJno Williams Ino.”




BlNDERS
BLANKS

OF UNIFORM EXCELLENCE

CHICAGO

FOR ALL DEPARTMENTS OF BANK ACCOUNTING

BAKER-VAWTER COMPANY

HOLYOKE, MASS.

Harriman & Co. Mr. Imhoff stands high
in the financial community of New York
and elsewhere, being particularly well
known in banking circles of the West. With
the resignation of Miles M. O’Brien as vice-
president and director of the Mercantile,
Mr. Imhoff has also been made a member
of the board.

CINCINNATI BANKS IN CURRENCY
ASSOCIATION.

Eight national banks of Cincinnati and
two of Norwood, O., will combine shortly
in the formation of the Cincinnati National
Currency Association, fashioned after simi-
lar organizations formed in the principal
cities of the country, under the authority of

the Aldrich-Vreeland bill. The ratification
of the plans by the directors of the banks is
all that remains to complete the new sys-
tem. Charles A. Hinsch, president of the
Fifth-Third National, is expected to be
chosen president of the new organization.

NEW YORK CHAMBER -OF COM-
MERCE.

At the recent regular meeting of the
Chamber of Commerce, Maurice L. Muhle-
man, representing the delegates to the Na-
tional Monetary Conference, submitted a
report to the consideration of the Chamber,
in which the central bank idea, as a means
of improving the American currency and

of the Foarth National Bank of e Cily of N York
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THE FOURTH NATIONAL BANK OF NEW YORK I8 NOW ESTARLISHED IN ITS NEW IIOME
IN THE BLOCK ON NASSAU STREET. EXTFNDING TROM PINE TO CEDAR STREET.
MANY THOUSANDS OF THFE BANK'S FRIENDS TTAVE VISITED THE
BANK'S ITANDSOME QUARTERS 1IN RESPONSE TO TIIE

ACCOMPANYING

INVITATION



ORGANIZED 1907 U. 8. DEPOSITORY

The National City Bank
of Chicago

Now occupies its new and commodious quarters in
the National City Bank Building, southeast corner
Dearborn and Monroe Streets, and is better equipped
than ever before to attend to the requirements of its
customers.

Capital $1,500,000. Surplus $300,000

Comparative Schedule of Deposits since Opening Date

February 5th, 1907.............c0iiiiiiiriiinrnnennnne $2,198,337.25
May- 20th, 1907. .ottt it ettt e e 5,144,243.10
February 14th, 1908..............cciiiiiiiiinnennnnnns. 7,245,267.59
September 23d, 1908.............ciiiiiiiiiiiiiii e 9,270,496.63
February 5th, 1909............ ... iiiiiiiiiiiienennnn, 12,612,507.53
September 18t, 1909............. ... it 14,309,364.86
June 30th, 1910, ..ttt it it i i e 23,106,648.27
November 10th, 1910....... ... ...ttt iiiiiinnirnnennnns 24,474,896.06
OFFICERS
DAVID R. FORGAN, President

ALFRED L. BAKER, Vice-Pres. A, W. MORTON, Ass't, Cash.

H E. OTTE, Vice-Pres, W, T. PERKINS, Ass't. Cash.

F. A. CRANDALL, Vice Pres, HENRY MEYER, Ass't. Cash.

I.. H. GRIMME, Cashier WM. N. JARNAGIN, Ass't, Cash,

W. D. DICKEY, Ass't, Cash. R. U. LANSING, Mgr. Bond Dept.
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Capital - $2,500,000.00

Surplus and Profits

' Correspondence Invited

CLEVELAND, OMIO

ACCOUNTS SOLICITED

Oeposits, $27,000,000.00
- $1,345,000.00

Collections a Specialty

banking system, was substantially favored.
The report was adopted.

This is the third time the Chamber has
gone on record as in favor of a central in-
stitution. In 1840 and again in 1906 that
body approved reports of special committees
recommending a central bank.

The report urges the Chamber to renewed
action to accomplish the establishment of
some plan which, while maintaining its in-
dependence of individual banks, will serve,
as do the central banks of Europe, to assure
stability to credit and security to business.

PRESIDENT CLEVELAND
AD CLUB.

The importance of bank advertising is
* emphasized by the election of Francis R.
Morison as president of the Cleveland Ad
Club. Mr. Morison is a well-known finan-
cial publicist and the club has 350 members.
The chairman of the press committee, in
speaking of the new president, who has
had eightecn years of experience in banking
and has made an exhaustive study of bank
advertising, says:

“As the leader and, in fact, the originator
in this country of progressive, yet always
dignified and conservative bank advertising,
Mr. Morison has been instrumental in bring-
ing about a complete revolution in his chosen
field of endeavor, and through his constant
enterprise and advice many banks and bank-

MORISON

v

ers are now receiving the benefits to be
derived from systematic, intelligent adver-
tising who formerly looked upon bank pub-
licity as an undignified scheme not to be
undertaken by any self-respecting institu-
tion. The Cleveland Advertising Club is to
be congratulated on securing Mr. Morison’s
acceptance of its president’s office.”

NEW ASSISTANT SECRETARY U. S.
TREASURY.

Robert O. Bailey has accepted the offer
to become Assistant Secretary of the United
States Treasury to succeed Charles D.
Hilles, whose resignation will take effect in
March. Mr. Bailey is at present Secretary
to Franklin MacVeagh, Secretary of the
U. S. Treasury.

NATIONAL CITY BANK, CHICAGO,
INCREASES CAPITAL.
Directors of the National City Bank of

Chicagn approved the recommendation of
President David R. Forgan for the increase

The Albany
Trust Company

ALBANY, N. Y.

ACTIVE and Reserve cAccounts

are solicited and interest patd
on daily balances. Designated
depository for reserve of New
York State Banks and Trust
Companites : : : : : : :

Capital and Surplus, $725,000
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Capital - $6,000,000
Surplus - $6,000,000

ALEXANDER E. ORR, Vice-President
NICHOLAS F. PALMER, Vice-President.
FREDERIC W. ALLEN, Vice-President.
ANDREW A. KNOWLES, Vice-President.
FRANK O. ROE, Vice-President.

The Mechanics é.nd Metals National Bank

OF THE CITY OF NEW YORK
GATES W. McGARRAH. President.

Depository of the
United States, State
and City of New York

WALTER F. ALBERTSEN, Vice-Pres.
JOSEPH S. HOUSE, Cashier.
ROBERT U. GRAFF, Agst. Cashler.
JOHN ROBINSON, Asst. Cashier.
CHARLES E. MILLER, Asst. Cashier.

of the bank’s capital from $1,500,000 to $2,-
000,000. The vote of the directors is sub-
Jject to the approval of the stockholders at
the annual meeting in January. By the
plan outlined the £500,000 new stock will
be offered the stockholders at par, up to
331-3 per cent. of their present holdings.

NEW MILWAUKEE BANK.

The Merchants and Farmers State Bank,
capitalized at $65,000, Fifth street and
Green Bay avenue, has opened for business
in a bhuilding which cost $20,000. The offi-
cers are: President, Frank C. Fischer; vice-
president, P. F. Leuch; secretary to board
of directors, Edwin J. Krause; cashier,

THE

GARFIELD
NATIONAL BANK

Fifth Avenue Building

Corner Fifth Ave. and Twenty-Third Street

NEW YORK
CAPITAL SURPLUS
$1,000,000 $1,000,000

OFFICERS
RUEL W. POOR, President
JAMES McCUTCHEON, Vice-Pres.
WILLIAM L. DOUGLASS, Cashier
ARTHUR W. SNOW, Asst. Cash.

DIRECTORS
James McCutcheon Samuel Adams
Charles T. Wills William H. Gelshenen

Ruel Poor Morgan J. O’Brien
Thomas D. Adams |
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Ernest C. Kambe, and teller, John P.
Bliffert.
WOMAN ELECTED BANK OFFICER.

Miss Margaret E. Lowery was recently
elected assistant secretary of the Boone
County Trust Co. of Columbia, Mo. F. L.
Johnson has resigned to become the assist-
ant secretary of the American Trust Co. of
Kansas City, Mo.

ANNUAL MEETING CONNECTICUT

SAVINGS BANK.

Miles Newton Peck, treasurer of the
Bristol Savings Bank, presided over the
eighth annual meeting of Connecticut Sav-
ings Bank Club, recently held in Hartford.
Arthur T. Nettleton, of the Newtown Sav-
ings DBank, acted as secretary. Costello
Lippitt, Treasurer-elect of the State of Con-
necticut, Bank Examiner Charles H. Noble
and W. P. London, secretary of the bank
commissioners, were present as guests of
the bankers. Bank Examiner W. S. Lippitt
was unable to be present.

Mayor Edward L. Smith of Hartford and
Alfred L. Aiken, president of the Worcester
County (Mass.) Institute for Savings and
vice-president of the Savings Bank Section
of the American Bankers’ Association, were
guests and made addresses. The Mayvor
dealt wittily and seriously with the position
of the bank men in the community, while
Mr. Aiken's subject was ‘“The Philanthropic
Aspect of the Savings Bank.” ‘'Treasurer-
elect Lippitt was called upon for a few
remarks.

The following officers were elected: Presi-
dent—W. H. Catlin. of Meriden; vice-presi-
dents—Edwin S. Hunt, treasurer Water-
bury Savings Bank; Frederick A. Ells,
treasurer Norwich Savings Society; Carle-
ton H. ILcach, treasurer Farmers and Me-
chanics’, of Middletown; secretarv—Arthur




‘times the 1ight |
without increase
of current cost

tall up your lighting company or elec-
trical supply dealer today and learn how

casily you can get this result in your bank

by installing G-E MAZDA Lamps now.

Meanwhile write us for two booklets.
The “Dawn of a New Era In Lighting”
containg 22 pages of valuable information
on modern lighting. “Building Lighting”

is richly illustrated by 47 halftone en-

gravings showing banks, offices, well-
known bnildings, department stores, ho-
tels, etc, already using these lamps.

Fighteen different styles and sizes of the
lamps are shown 14 actual size. To what
address shall we send complimentary
copies of these two booklets?

General Flectric Company

Dept. 133

Schenectady, N.Y.

AD. 2860
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If you will allow your Buffalo Collections to

COME
TO US

you wliil be entirely satlsfied with

the results
Capital - - - - $300,000.00
Surplus and Profits - 350,000.00
Deposits - - - 5,000,000.00

A. D. BISSELL, President
C. R. HUNTLEY, Vice-President
E. J. NEWELL, Cashier
HOWARD BISSELL, Ast. Cashier
C. (. FEIL, Asst. Cashier

T. Nettleton, Newtown Savings Bank;
treasurer—Leroy’ Harwood, treasurer Mari-
ners’ Savings Bank, New London; executive
committec—Isaac W. Brooks, Torrington;
Miles Lewis Peck, Bristol; Charles F. Har-
wood, Stafford Springs William E. Att-
wood, Burritt Savings Bank, New Britain;
George S. Rowe, Winsted.

GEO. F. SEWARD, PRESIDENT FI-
DELITY AND CASUALTY COM-
PANY DIES—WAS IN HIS
SEVENTIETH YEAR.

George Frederick Seward, president of
the Fidelity and Casualty Company of New
York, and one of the best known insurance
men in the United States, died November
28, He was born in Florida, N. Y, in
1840, and was educated there at Seward
Institute, which had been founded by the
family, and in 1856 he entered Union Col-
lege, of which he, later in life, became a
trustee and received the degree of LL.D.,
Mr. Seward’s grandfather was a colonel in
the Revolutionary army and his uncle, Will-
jam H. Seward, served in President Lin-
coln’s Cabinet as Secretary of State.

When he attained his majority Mr. Seward
was appointed United States Consul to
Shanghai and later Consul General with
jurisdiction over all American Consuls in
the Chinese Empire. In 1875 he was ap-
pointed United States Minister Plenipo-
tentiary and Envoy Extraordinary, which
was then the highest rank in the American
Diplomatic Service. During his service in
China Mr. Seward received the Order of
the Knights of Danebrog from the Danish
Government in recognition of services ren-
dered while acting as American Consul
General and also the Decoration of the
Dragon of Annam from the French Gov-
ernment for services rendered during the
French riots at Shanghai.

THE BANKERS MAGAZINE

On his return to this country he wrote
a book called, “Chinese Immigration and its
Social and Economic Aspects,” which em-
bodied the results of his investigations and
experiences as president of the North China
Branch of the Royal Asiatic Society, an
office which he held from 1865 to 1867.

In 1887 Mr. Seward became vice-president
of the Fidelity and Casualty Company of
New York and six years later he became
its president, an office that he retained till
the time of his death. His success in the
insurance business became so marked that
he was speedily recognized as an authority
in casualty insurance in the United States.

CHANGES IN DES MOINES BANKS.

David A. Byers has resigned as cashier
of the Century Savings of Des Moines,
Towa, and Horace S. Hollingsworth has also
resigned as assistant cashier of the Valley
National Bank of Des Moines. Mr. Byers
becomes casier of the Iowa Savings Bank,
which is being organized by himself and
others at Los Angeles. Mr. Hollingsworth
becomes secretary of the Des Moines Asso-
ciated Charities and will engage in chari-
table work hereafter.

ALABAMA BANKERS TO HOLD
EARLY CONVENTION.

The nineteenth annual convention of the
Alabama Bankers’ Association will be held

(Organized Nov. 1, 1899)

Capital, - - - $500,000.00
Surplus and Profits, 300,000.00

Located in the capital and metrop-
olis of the state and fully equipped
in every respect for prompt and
efficient service, this bank seeks the
Richmond and Virginia business of
Banks, Firms, Corporations and In-
dividuals everywhere.

The large number of this institu-
tion’s present correspondents and de-
positors is ample proof of the satis-
factory service rendered.

UNITED STATES AND STATE DEPOSITORY
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some of them to
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We make better ones for offices.

_ASTAPLUInES 188%

WESTCO'IT-JEWELL CO.

Dept. B Seneca Falls, N. Y.

%a/% ecam/ S 190

D Londorsigned,annownce Mhat,thoy have
formed.acofiartrerihipp under the firm mamenf:
st &§ Rolbinsor
ceclhioffices al
20 éa,wc/wﬂ;?d %f/
,«%”e//%a‘e///w'/éw,a/faumé/a/néo;y
Massiness, cealing on Unitod Lotos Government;
Wtenccipat-and. Railvoad Socordisss

%fl/& (0. C_M
///110/1/ g %004/

Ptombons o the Wow Yook Srock, Exchange

FRIENDS OF THE WELL-KNOWN INVESTMENT BANKING-HOUSE OF FISK &
ROBINSON, NEW YORK, WILL BRE PLEASED TO READ THFE ANNOUNCEMENT,

PUBLISHED HEREWITH,

SHOWING THE REOPENING OF THAT

FIRM FOR RUSINESS

at Montgomery, January 18 and 19, 1911.
The meeting was moved up four months
earlier than usual to facilitate passage of
the Bank Code which has been prepared by
the committee and which will be submitted
to the Legislature when it convenes January
10.  The programme will be largely con-
fined to a consideration of the bill. The

Montgomery Clearing House, as host, will
provide the same character of social enter-
tainment that has made Alabama conven-
tions so pleasant in the past.

Owing to lack of time invitations will not
be sent out so widely as customary, but
Alabama will welcome visiting bankers from
all sections. The association expects little
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difficulty in passing the proposed legislation,
which it confidently counts to be the best
bank bill ever drafted in America.

TO PROTECT BANK CASHIERS.

Mitchell E. Frank, an engineer of She-
boygan, Mich., recently secured a patent on
a device for the protection of banks and
homes against robbery. By pressing a but-
ton a bank cashier traps the would-be rob-
ber and places himself behind the protection
of an armor-plate shield. Mr. Frank is very
reticent about his invention, evidently in-
tending to perfect it before giving out fur-
ther particulars.

NEW BANK IN NORFOLK, VA.

Norfolk’s new bank, the Virginia Nation-
al, began business November 16, 1910, start-
ing with a capital of $500,000 and a sur-
plus of £100,000. The institution has been
formed by interests in the Virginia Bank &
Trust Company of Norfolk, and the same
officers direct the affairs of both. The new
bank takes over the commercial business of
the trust company, the latter confining its
attention to savings, trusts, estates and bond
features. The management of the bank,

RUDOLPH GUENTHER

Financial Advertising
115 Broadway "Phone 490 Cortlandt

Efficient Publicity Service for finan-
cial firms of highest character. We
would be pleased toconsult with you.
Advertisers Pocket Guide on request.

identical with that of the trust company,
consists of James W. Hunter, president;
John L. Rope and William C. Whittle, vice-
presidents; Hugh G. Whitehead, cashier, and
Washington Reed, assistant cashier. The
trust company was established in 1902 with
R100,000 capital and was at first known as
the Virginia Savings Bank & Trust Com-
pany; in 1906 it increased its capital to
f200,000 and changed its name to the Vir-
ginia Bank & Trust Company, Inc. In 1907
the capital was raised to $600,000, and in
August of the present year, when the move-
ment to organize the national bank was un-
der way, the company’s capital was reduced
to %100,000.

AMORTIZATION IN A NEW SENSE.

Stlatements issued by a group of public
service corporations financed by the firm of
Bertron, Griscom & Jenks of Philadelphia
and New York, contain a charge which is
not usually embodied in income accounts.
The item is termed “amortization,” a word
which is generally applied to sinking funds,
whereby a portion of earnings is set aside
periodically to mect a future contingency,
such as the maturing of a funded debt.

Amortization, as applied by the firm
named, has a broader significance, the pur-
pose being to set aside a portion of the
earnings of a corporation to meet extraor-
dinary expenditures and depreciation,

Discussing this subject a member of the
firm said:

“Perhaps the best illustration of the ad-

BANK PICTURES

Large portraits of past officers, etc.,
made from any good photograph. Splen-
did for directors’ room or bank offices.

Write fr particulars.

Oliver Lippincott, Photographer of Men

Singer Bldg., 149 B'way, New York

References—The Bankers Magazine
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vantages of charging off a sum monthly for
amortization may be found in the case of a
bridge which a trolley railway is using.
Yearly the bridge deteriorates and at length
there comes a time when it must be replaced
at considerable expense. Instead of deduct-
ing from earnings the cost of the new bridge
erected to replace the one demolished, dur-
ing the year when the replacement occurs,
the expense is spread over a number of
years,

“In this way earnings available for divi-
dends are not reduced to an extraordinary
extent because the company is compelled to
muke an unusual expenditure in a single
vear. It might occur that the extraordi-
nary expenditure would have to be made in
a lean year, when earnings were not up to
the customary standard, in which case the
net surplus would be curtailed to an em-
barrassing extent; but with a fund created
to meet the contingency the expenditure may
be made without making an inroad upon
current earnings which might be detrimen-
tal to the stockholders.

“The public service commission of the
State of New York requires that a charge
be made for amortization by public service
corporations operating in that State. We
have a number of such companies in New
York and, of course, comply with the regu-
lations of the commission. For the purpose
of having a uniforin system of accounting,
we have adopted the principle for all public
service corporations coming under our con-
trol, whether located in New York or not.
We have done this also because we believe
that it is a conservative policy to adopt, as
it safeguards the interests of investors.

“The public service commission of New
York does not have a rigid rule which re-
quires the application of a certain percent-
age of earnings for the purpose from all
companies. FEach corporation is judged by
itself and by the peculiar conditions sur-
rounding it. We arrive at the amount to
be charged off for amortization by deduct-
ing a certain per cent. of the gross earnings.
The hardship worked is during the first ycar

that the system is put into operation, as
comparison will be made in the statements
with the preceding year when amortization
was not applied. After the system has been
in use for a year future comparisons will be
upon the same basis.”

SAVINGS BANKS IN NEW YORK
CITY TO PAY FOUR PER CENT.

The trusteces of the Seaman’s Bank for
Savings, the Emigrant Industrial Savings
Bank and the Metropolitan Savings Bank

|
National Bank

ESTABLISHED 1865

of Virginia

RICHMOND, VA.

Capital . . . . $1,200,000.00
Surplus . . . . 600,000.00
Deposits OVER EIGHT 'MILLION DOLLARS

WM. M. HABLISTON, President
JOHN SKELTON WILLIAMS, Vice-Pres.
WILLIAM T. REED, Vice-Pres.

W. MEADE ADDISON, Cashier

O. S. MORTON, Asst. Cashier

JOHN TYLER, Asst. Cashier

W. H. SLAUGHTER, Asst. Cashler
JAMES M. BALL, Asst. Cashler

Accounts of Banks, Bankers. Corporations,
Firms and Individuals solicited on favorable
terms. Correspondence invited.

LARGEST CAPITAL
of Any Bank in Virginia
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BANKERS BUILDING BUREAU, 31 & 33 East 27th St., New York

Banks contemplating improvements
should consult us immediately, there-
by avoiding errors in planning.

We Plan, Design and Build Banks
complete, including Interior Work,
Decorations and Equipment.

WRITE FOR SUGGESTIONS
giving us an idea of what work you
have in mind. This will place you
under no obligation.

of New York will maintain the four per
cent. interest rate on deposits for the next
six months to January 1. The Greenwich
Savings Bank will continue the policy,
adopted with the July declaration, of pay-
ing interest at the rate of four per cent. on
accounts up to $1,000 and three and a half
per cent, on sums in excess of $1,000. The
Citizens’ Savings Bank and the Union Dime
Savings Bank, which lowered their rates in
July from four to three and a half per cent.,
have announced that the lower rate will be
continued at this time. None of the Brook-
lyn savings institutions has thus far made
any change from the four per cent. rate,
the several banks which have already taken
action in the matter having adhered to that
amount, including the Brooklyn Savings
Bank, the Williamsburgh Savings Bank, the

Berl itszchool

Languages
MADISON SQ,, 1122 BROADWAY
Harlem Braach, 843 Lenex Ave.,

above $27th 8e¢.
Beoskliyn Branch, 218 Livingston St.
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Sumener School Asbury Pask, N. J.
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Fifth Av. near Grand

Teachers sent all ts within 50 miles

Dg_lnd Evening ns, in Classes or
vately, at School or at Residence.
AWARDS
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LILLE . 9032, GOLD MRDAL
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8T. Louws * 1904, GRAND PRIZE
LisoE - 1906, GRAND PRIZE
LoxpoNn 1908, GRAND PRIZE
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South Brooklyn Savings Institution and the
Sumner Avenue Savings Bank.

NATIONAL BANK CASHIERS MEET.

Fifty-three cashiers and assistant cashiers
of national banks of Massachusetts attended
the recent meeting of the National Bank
Cashiers’ Association of Massachusetts at
Worcester. An informal meeting was fol-
lowed by a dinner, after which topics of
mutual interest were discussed. President
C. L. Brigham was in the chair.

There were ten subjects on the pro-
gramme. B. W. Guernsey of Wellesley
talked on “The Best Method of Collecting
Checks Throughout the Country, on Which
Boston and New York Correspondents
Charge Exchange”; J. H. Gifford of Salem
on “Newspaper Advertising; Does It Pay
for Banks?” W. A. Mackie of New Bedford,
on “If Checks Deposited by Customers Are
Lost by Correspondents Before Collection,
Should the Customer Suffer the Loss?” R.
P. Alden of Springfield spoke on “Payment
of Interest by Commercial Banks on Active
and Inactive Accounts”; John F. Tufts of
Watertown, on “Is a Loose Leaf Ledger
Syvstem Safe?” President C. L. Brigham of
Hudson, on *“The Giro System in Ger-
many”; F. A. Brooks of Salem, on “Bank
Examinations by Public Accountants”; A.
I.. Potter of Natick, on “Which Is the Bet-
ter, Passbook or Envelope System?” S. R.
Stevens of Marlboro, on “Is It Proper to
Balance Cash Before Closing Time?” H. G.
Townsend of Fitchburg, on “Legislative
Bills to Punish the Making of False State-
ments to Obtain Credit, and the Giving of
Checks and Drafts Against Insufficient
Funds.”

N.Y.STATE BANKING DEPARTMENT
HAS NEW BUREAU.
A liquidation bureau is now in process of

organization by New York State Superin-
tcdnent of Banks O. H. Oheny, which is to



be made an integral part of the State Bank-
ing Department. There are eleven institu-
tios in the State now in process of liquida-
tion and it is the purpose of Superintend-
ent Cheney to bring these eleven defunct
banks and trust companies under the su-
pervision and direction of a single head.
As head of this new bureau the superin-
tendent has appointed A. W. Hudson. Mr.
Hudson was formerly in the banking de-
partment as secre