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ECURITY for deposits has been the dream of several projectors.

If the deposits of every bank in the country, as well as their circu-
lation, were absolutely guaranteed and secured, what a fine business
would be that of banking. There would be no competition whatever,
as it would make little difference where the depositor placed his money.
It would be equally safe in any bank. It seems very reasonable to
argue that as the circulating notes of a bank are secured, so ought its
deposits to be. But are bank-note holders and depositors on the same
footing? The depositor makes his deposit voluntarily, with every
chance of looking around and selecting his bank. Noes the holder of
a bank-note have the samo privilege? The notes circulate as money
and are paid from hand to hand, passing current. as the ‘expression is.
The custom of trade, to a certain extent, precludes auy close examina-
tion into the affairs of the bank isruing the note offered in payment by
a customer or a debtor. If one dealer does not take the note, his com-
petitor will. There is a degree of force exercised on one who takes a
bank note, to compel him to take it, that is not exercised upon a
depositor, and to just the extent of this force, arising from the nature
of the bank note and the nature of trade, the note holder is on a dif-
ferent footing than the depositor. Therefore, after an experience of
several hundred years in banking, it has been found advisable for law
and government to give a protection to the note holder that it does not
as yet give to the depositor. Not but that there is a tendency to pro-
tect the depositor also, but it is in a different direction and not in the
nature of a guaranty., Taking the National banking system for
example, the note holder is protected by the absolute guaranty of the
United States. The depositor is protected by a careful system of
restrictions to legitimate banking methods enforced by a system of
espionage. This protection of depositors, while not absolute, extends as
far as is possible, without interfering with that natural competition
among banks which depends for success on a reputation for fair, hon-
orable, courteous dealing with their customers, and for solvency and
honesty. If deposits were absolutely protected, the underlying motive,
which has rendered some of the best banks in the country what they

are would be removed. A large part of their ability to attract deposits
1
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would be taken away if the deposits of all banks were by any method
rendered absolutely secure. Well-established banks, with a reputation
enhanced by an honorable record, would be no more desirable deposi-
tories than the most flimsy institutions started by the most doubtful
men. Itisobjected that a measure, which permited National banks to
issue circulation without bonded secarity but mnade a first lien on the
general assets, would diminish the security for deposits. That it would
do so is not at all probable. Deposits would be protected as they are
now, by careful periodical examinations. But even if it did to some
extent diminish the security for deposits, this would have the effect of
making the depositor more careful. He would not deposit in any but
banks of the best reputations, and this would be for the greatest bene-
fit of all well-established and reputable banks. It would enlarge the
field of honorable competition. Whatever the financial disadvantages
to the depositor, it would, even if real, be made up, even to him, by the
additional power that the circulation privilege would give every bank.

THE CANADIAN SYSTEM OF BANKING, advocated by some as a
model to be considered in amending the National banking system
with a view to furnishing a safe and elastic currency, is an excellent
system for a country like Canada, where privileged classes still main-
tain their pre-eminence. It would not do in the United States where
all citizens are on an equality, and all distinctions of caste or class are,
politically at least, unrecognized. The underlying principle of Cana-
dian banking is the special charter granted by the Government, to
particular individuals as directly opposed to free banking, as it is
called, under which any individual who complies with certain easy
conditions, can obtain a charter. ‘The special charter creates a mo-
nopoly. Supposing only one such charter to be granted in any country
for carrying on the business of banking, the incorporated persons hav-
ing obtained this special charter, would have the lucrative and valuable
business of banking in their own hands exclusively. They would haveno
competitors. They would establish their main office in the central inan-
cial city and place branch offices in all the smaller towns. Their profits
would necessarily be immense.

In Canada there are only about thirty independent banks, as com-
pared with over ten thousand independent banks in the United States.
But these thirty banks have branch offices in the aggregate number-
ing about flve hundred. If the banking business in the United States
were conducted on the same principle, and with the same proportion
of independent banks to branches, the whole banking business of the
United States woul@ be in the hands of about five hundred independ-
ent banks, each with eighteen or twenty branches. In other words,
about three thousand people would manage, control, and derive the
sole profit from the banking business of the United States. Of course
the number of stockholders would be larger than this; but as the
competition among the various banks would be reduced, the general
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public would have to pay higher for banking accommodations. No
one could commence the business of banking on a small capital, and
there wounld grow up in the country a banking aristocracy contrary to
all American traditions. Moreover, systems of banking similar in
principle to the Canadian system have already been tried in the
United States and in many of the States, and found wanting. The
first and second Banks of the United States were, each of them, upon
the special charter system. 'T'hey, each in their day, had the monop-
oly of the banking business as far as the United States Government
could grant it. The outery and indignation against these monopolies
was 80 great that neither of these institutions could obtain a renewal
of its charter after the term of existence first granted had elapsed.
When a National system of banking was revived in 1863, it was for
this reason virtually a free banking system from 1863 to 1875, when
it was formally declared to be such. The States, too, have many of
them tried the special charter system, and the same popular animosity
was shown to the banks so privileged and organized. The special
charters soon gave way to free banking systems in all the States.
In fact, the history of banking in this country shows that the intense
dislike prevailing among the people to any restrictions upon any citi-
zen entering upon any kind of business for which he has the capital, will
prevent the return of any system of banking based on special charters.

Free banking no doubt has its disadvantages, the great competi-
tion which is sure to prevail under it reduces profits to a point that
tempts weak bankers to dishonest dealing. Hence the need of closer
governmeuntal supervision of banks under the free system than is per-
haps necessary under a systemn of special charters sparingly granted.
8till, the history of free banking under the National system in this
country, will doubtless show that losses incurred by stockholders
depositors and note holders, have not been greater in proportion to
capital, than the losses to the same classes under the Canadian or any
other special charter system.” In this article, however, the endeavor
of the writer is to show that a special charter system is not adapted to
the political institutions of the United States, and not to consider
the intrinsic merits of that system as compared with those of a free
banking system. This consideration, as Rudyard Kipling says, is
another story.

TO MAINTAIN THE PARITY OF GOLD AND SILVER DOLLARS in
the United States—in other words, to aintain gold payments—it is
asserted that the Secretary of the Treasury has authority under the Act
of 1875 for the resumption of specie payments, to obtain such addi-
tional gold, as may be necessary for the purpose, by the sale of
bonds. Admitting that this construction of law is correct, and also
that it is most important to maintain gold payments, the question sug-
gests itself, what would be the consequences of the sale of bonds, if car-
ried to the extent it must be, to obtain and keep on hand the necessary
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gold? The bonds, no doubt, could be sold for gold. If sold in the
United States, the gold would most probably be drawn from the Treas-
ury stock, or they would be paid for with legal-tender notes or silver cer-
tificates, the equivalent of gold. If sold abroad, foreign gold might be
obtained for them, but just as the stock of gold abroad is diminished,
it will have to be replenished from some other source. The United
States Treasury, with its law of 1890, pledging it to maintain the par-
ity of the gold and silver dollars, is the easiest place to draw gold
from. Evegy dollar of the paper currency, legal-tender notes of 1861,
National bank notes, legal-tender notes of 1890, gold certificates and
silver certificates, is redeemable, directly or indirectly, in gold coin.
The first result, therefore, of an offer to sell bonds for gold abroad,
would be to stimulate the redemption of the paper currency in gold. As
much gold as shall come into the Treasury from foreign parts will be
drawn out of the Treasury in redemption of the paper currency. More
gold being then required to maintain the gold reserve, more bonds will
have to be sold to procuare it. The circulation of the gold having once
begun, and the attention of the public having been directed to it, like
all currents once started, it will be sure to gain in force. There must
be a profit to the buyer or the bonds will not sell, and this, together -
with the confession that the Treasury is short of gold, and the further

1act that it can be kept short of gold by constant demand for the re-

demption of the paper currency, will increase the sales and reduce the

price of bonds. If the paper currency redeemed is re-issued there will

be no end to gold purchases. To maintain the parity of the gold and

silver dollars under such conditions will be the continued labor of Sisy-

phus. If the paper currency is cancelled as it is redeemed, the result

will be an increase of National bank circulation to take its place. The

bonds would be cheap and the banks could both afford to take them

better than others, and could issue circulation profitably upon them.
When the legal-tender notes and silver certificates have all been

redeemed and cancelled, the United States Treasury will be left with no

liabilities for paper money, with the exception that, if the purchase

of silver bullion by the monthly issue of legal-tender Treasury notes is

not discontinued, about fifty-four millions per year will be required to

redeem these notes in gold. The interest-bearing debt will have been

increased by the amount of bonds sold.

Probably the amount of bonds it would be necessary to sell would
be in the neighborhood of ($1,200,000,000) one billion two hundred
millions of dollars. After having redeemed all its paper currency in
gold, the Treasury would find it unnecessary to keep a gold reserve.
It would have on hand a large amount of silver, which it could gradu-
ally dispose of as prices were favorable, and apply the proceeds to the
sinking fund to be maintained upon the bonds issued. The interest on
these bonds would, at 4 per cent., be about $50,000,000 per annum,
not more than is paid out in Treasury notes annually for silver.

The sale of bonds to obtain gold to maintain the parity of the gold
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and silver dollars, thus appears to us a very considerable under-
taking, but at the same time a very satisfactory remedy for the present
anomalous financial condition of the United States. It would at once
restore confldence in all American securities, give the country for many
years a safe and elastic National bank currency, and entirely do away
with Government legal-tender notes. The silver question would be
practically solved, and the stock of silver ncw in the hands of the
Treasury could be gradually sold at the smallest possible loss, and
perhaps at a profit. We do not, however, believe it would be neces-
sary to sell any of these bondsabroad. At a rate of interest not greater
than four per cent., and perhaps less, and with a period of thirty years
to run, the National banks would take them all at par and pay for
them in legal-tender notes and silver certificates—that is, if the notes
presented in payment are cancelled. Any undue contraction of the
currency could be prevented by the gradual sale of bonds for notes to
be cancelled as the National bank currency based upon them was
placed in circulation.

TagE QUESTION of National and State banks of issue will have been
discussed before the American Academy of Political and Social Science
by Horace White of the ‘* New York Evening Post”; W. L. Trenholm,
ex-Comptroller of the Currency, and Hon. M. D. Harter, of the House
of Representatives, before this goes to press. As the views of these
gentleman are well known the position they will each take is no mystery.
The main currency question at present is not, however, between State
and National banks, but between a real bank currency and the present
paper money issued by the United States Treasury, If this last stated
controversy were settled, thhe way would be open to the establishment
of a sound and elastic bank circulation which will meet the wants of
the business community and do away in great measure with the irreg-
ularities of accumulation at the money centres prevailing at certain
times of year. The legal-tender notes issued during the war formed
the entering wedge of the present vicious system. When first author-
ized they were fundable into six per cent. bonds, and if this engagement
with those who held themn had not been broken they would have
been redeemed at the close of the war. When the silver craze
for the remonetization of the silver dollar commenced in 1876 and 1877,
the public mind being familiar with the legal-tender quality attached
to Government paper saw nothing strange in the issue of legal-tender
silver certificates. If it had not been for these certificates for which
the silver dollars were exchangeable, the public would have very soon
become so tired of carrying cart-wheel dollars that a repeal of the law
authorizing their coinage would no doubt have soon taken place. It
is under the deceptive cloud created by the legal-tender silver certifi-
cates, and their successors the legal-tender Treasury notes of 1890, that -
the silver question bas attained such direful eminence. It is this flood
of paper based on silver and the credit of the Governwent that makes
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it so difficult to secure suitable legislation for the establishment of a safe
and elastic bank currency. The experience of the country in banking
has been so great, that there may be now in the possession of those
who choose to seek for it the most ample proof of how to legislate to
secure a banking system perfectly adapted to the needs of the country
that cannot be called a monopoly, that will furnish a safe and elastic
bank-note currency and will be an unqualified benefit to the public and
private finances of the Nation. Bat all ideas based on war measures
must be done away with first, especially the most pernicious one, that
the United States Treasury must furnish the paper notes of the country.

THE SUBJRCT OF BANK CIRCULATION is treated in a very interesting
and instructive way in a pamphlet prepared by Mr. A. P. Hopkins, of
Omaha, Neb. Inasmuch as the arguments in this brochure are to the
same purport as those of the JOURNAL, but from a different stand-
point, a brief abstract of thein will be useful at this timne of uncertainty
as to the financial future.

Government notes represent debt, and, when a legal tender. are
invariably a forced issue. They are not called out by the demands of
trade, but only in relief of the necessities of the Government. Bank
notes represent capital, either in the form of coin reserves in the bank
vaults or in the shape of short-time notes, representing actual com-
modities in the hands of the people. They are called out by the dis-
count of commercial bills to distribute products, and will be retired by
the payment of these bills. Government notes are issued at money
centres. Bank notes are issued at the points where business requires
them. The payment of Government notes is not provided for in
advance, except perhaps to the amount of a limited reserve. The pay-
ment of bank notes is provided for, dollar for dollar, as they are
issued, not alone by capital and coin reserves of the issuing bank, but
by the bills receivable, in the discount of which they are issued.

The evils which result from the use of a Government currency are:
Accumulations of the notes at the money ceutres during dull seasons,
to the encouragement of speculation; stringency when the crops have
to be moved; low rates of interest at the money centres and high rates
in the farming districts.

Ninety-two per cent. of the payments for business purposes
are now made by checks and drafts furnished by the banks of the
country. Why should notthe banksbe trusted to furnish the notes with
which, in conjunction with coin, this vast and economical machinery
is kept in motion? The laws governing the issue of notes by National
banks are at present very imperfect. They cause the circulation
issued by National banks to lack elasticity—to have no proper redeiup-
tion, and to be dependent on the maintenance of a National debt. In
another part of the JOURNAL will be found a form of bill which it is
believed would furnish the country with a bank currency both rafe
and elastic. We should be pleased to receive opinions from the
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JOURNAL'S readers on the plan for increasing National bank circula-
tion as outlined in this issue. Concise letters on the subject will be
published. The JOURNAL especially invites criticism of the proposed
plan, together with suggestions as to how it can be improved.

A COMMUNICATION FROM WILLIAM B. BANKS, President of a
National bank at West Superior, Wis.. on the subject of an increase
of National bank circulation, is published on another page. There are
two main features in his proposition: one is that the Government
shall issue a two per cent. bond to be purchased by the banks as a
basis for circulation, and the other that there shall be a tax upon cir-
culation graduated according to the amount issued, so that over a cer-
tain amount the circulation becomes unprofitable. The first idea is
wholly impracticable. Congress will never consent to increase the
National debt for the benefit of the National banks. The United
States may again see the time when, to maintain the existence of the
Nation, it may become necessary to issue bonds. With that bare pos-
sibility in view it will no doubt be wise to preserve the present provis-
ions of the National banking law, permitting the issue of circulation
upon a deposit of bonds. But this circulation based on bonds should
be in addition to the circulation based on the general assets and a
safety fund. The amendatory bill, printed on another page, provides
for this latter class of circulation while not interfering with the circu-
lation based on bonds. This last privilege being retained in connec-
tion with the circulation based on the general assets and a safety fund
will in a much simpler manner have precisely the same effect as our
Western banker's graduated tax. The profits on the circulation based
on general assets will be such as to induce the banks to keep it in eir-
culation and to re-issue it as fast as redeemed. The circulation on
bonds being less profitable will only be issued in timmes when there is a
great demand for money, and when redeemed it will not be re-issued
till another stringency calls it forth. The graduated tax advocated
by our Western banker would, nc doubt, accomplish the sameeff-ct, but
is a mach more artificial, complicated method, the practical working of
which would be very annoying to the banks. The circulation based
on general assets, even if restricted to 76 per cent. of the capital of
the bank, in connection with circulation based on bonds, would when
the details of the plan are properly adjusted work automatically.

THK RE-ESTABLISHMENT of State banks as the best remedy for the
faults of the preseut currency system is advocated in a communication
by Mr. William Ballard, published on another page in this issue.
The JOURNAL has already taken safe ground upon this subject,
while fully recognizing the value to the country of an elastic
bank note circulation. It i# necessary to understand, however,
that while elasticity or adaptability to local business needs is a great
quality, yet soundness or certainty of redemption when redemption is
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called for, is of still greater importance. If the country can have a
system of bank issues in which neither one of these great and important
qualities is used as a blind to disguise the absence of the other, it would
be a great blessing. Under the State banking systems as they existed
prior to the imposition of the ten per cent. tax, safety of redemption
was too much neglected, and under the National banking system elas-
ticity was made a secondary feature. The JOURNAL does not believe
that the condition of the several States and Territories at the present
time is so much superior to what it was before 1864, in regard to
uniform experience in enacting and enforcing banking laws, that an
unqualified repeal of the ten per cent. tax now prohibiting State
banks from issuing notes, would be safe. There are relatively just as
many new States and Territories where the ideas of the enactment and
enforcement of law are primitive, as there were in 1864. It has been
suggested that a qualified repeal of the tax would insure safety. Some
conservative bankers and publicists believe this course would be
practicable, if such a qualitied repeal could pass Congress, but its
enactment would perhaps be difficult on account of the appearance of
discrimination between banks in one State and in another. After alls
it makes very little difference to banking capital whether the circula-
tion privilege be granted under one system or another. Enlarge the
circulation privilege of the National banks until it becomes profit-
able and the capital now invested in State banks would pass to the
National systemm—and vice versa. There is no doubt that an increase
of safe and elastic bank note issues would benefit the country. It per-
haps seems to most bankers an easier and more direct way and freer
from legislative difficulties to do it under the National system than
under a systemn of State banks. Mr. Ballard presents some interesting
facts bearing on the subject of State bank circulation.

THE ANDREW NATIONAL BANK BILL is under the consideration of
the Committee of the House of Representatives on Banking and Cur-
rency. The majority of the Committee, it issaid, favor the increase of
National bank circulation to the full par value of the bonds deposited
and a reduction of the tax on circulation. They are supposed to be
against the reduction of the bond deposit now required of National
banks to a nominal amount, and not in favor of the entire abolition of
the tax on circulation. The Chairman of the Committee isreported as
favoring a provision requiring National banks to issue notes, and not
to permit them to longer enjoy the privilege they now have of issuing
them or not. As to the extension of the limit of circulation permitted
on bonds to an amount equal to the par value of the bonds, the Na-
tional banks may well say, ** For this relief much thanks.” 1t is late
but good as far as it goes, and as a homoepathic remedy is on a level
with Secretary Richardson’s resumption of specie payments by issues
of five dollar sums in silver change. TUnless there is to be some real
extension of the circulation privilege to the banks, the tax on circula-
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tion ought most certainly to be abolished. It is ridiculous to collect a
tax on that part of the circulation based on the minimnum of bonds the
banks are forced to keep on deposit and on which they suffer con-
tinual loss. The proposition of Mr Bacon, however, to compel the
banks to issue circulation whether they wish to or not would destroy
the National banking system, if be meanxs to compel them to deposit
bonds and issue circulation to the full per cent of their capital allowed
by law. For one thing it could not be carried out without advancing
U. 8. bonds beyond any price yet reached. If Mr. Bacon desires a
speculation in Government securities let him insist on this measure

which it is said he favors. : '

THE ANNUAL REPORT OF THE COMPTROLLER OF THE CURRENCY
gives the usual valuable statistics in reference to the National banks,
the larger portion of which is published in this issue of the JOURNAL.
The recommmendations for new legislation are wise and conservative
and, with slight exception, such as Congress should feel no hesitation
in enacting intolaws. The first recommendation to reduce the minimum
of bonds depousited by each bank to the nominal figure of §1,000 for
banks with 50,000 capital, and $5,000 for banks with a capital in
excess of that amount, is in the line of justice to the banks, who should
not be compelled to take out circulation atthe present loss. The
second, that banks be allowed to issue circulating notes to the par
value of the bonds deposited, ought to have been a law long ago.
The third is corollary of the first and necessary to prevent a too rapid
withdrawal of bonds and contraction of the currency. The fourth is,
that banks should only be assessed in an amount sufficient to defray the
actual cost to the Government of providing circulation and maintaining
supervision and that the reduced tax shonld be placed on capital as well
as circulation. If there is to be no circulation issued by many of the
banks, it is certainly unfair to impose the cost of Government super-
vision solely on the banks that do issue circulation. The burden will
be both lightened and equalized by the Comptroller’s proposition.
The fifth recommendation that the limit of loans to persons, compa-
nies and corporations be extended to ten per cent. of capital and
surplus in place of ten per cent. of capital only, is a most excellent
suggestion, one in which the Comptroller is supported by the authority
of his predecessors. The sixth recommendation, that Governiment
bonds be issued having 20, 30 and 40 years to run at low rates of
interest, to be used as a basis for National bank circulation, can only
be objected to on the ground that it would increase the National
debt. He contemplates having the proposed bonds issued in exchange
for the four per cents and shows that on October 31, 1892, by making
such exchange, the Government might have saved %67,151,551.

The seventh recommendation, that the Comptroller of the Currency,
with the approval of the Secretary of the Treasury, be empowered to
remove Directors of National banks for violations of law, is rather a
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radical one. The possession of this power might prevent some good
men, fearing political influence, from accepting a place in the directory
of a National bank. The recommendation requiring Bank Examiners to
give bonds to the Comptroller and take an oath of office, is one that
will strengthen the service, as will also that recommending the appoint-
ment of two supervising Examiners, who are to inspect the work of the
district Examiners. The tenth recommendation seeks to secure safety
to the banks from borrowing officers, the eleventh to better the collec-
tion of assessments upon the stockholders of failed National banks,
and both are in the line of wise restriction. The twelfth brings up
a point of law that has always been more or less a vexation to
Receivers in winding up insolvent banks. The law, with the best
intentions, threw the duty of conducting litigation started by the
Receiver, upon the U. 8. Attorneys for the districts where the bank
happened to be located. It was intended that this work should be
part of that for which the regular salary of the U. 8. Attorney was
paid. But, as the essence of the law is fees, and as lawyers require a
refresher occasionally, the U. 8. Attorneys turned what was intended
as a task into a privilege, by charging the bank for their work. The
banks are frequently so situated that the U. S. Attorney cannot very
well attend to them, and another attorney has to be employed. Bat,
notwithstanding this, the U. 8. Attorney considers himself ex-officio
entitled to a fee, and generally gets it, thus making the insolvent bank
assets pay double legal expenses.

THE ATTENTION OF THE JOURNAL'S READERS is called to the
discussion of loaning money on commercial paper printed on another
page. The treatment of the general subject of bank loans by Mr.
James G. Cannon, of the Fourth National Bank of this city, is thorough
and interesting and indicates how much should be done before a bank
officer can intelligently make these loans. The main proposition is,
that ‘‘each bank should have a well organized and thoroughly-
equipped credit department,” which can give reliable information on
each name furnished by the bank officers. Mr. Cannon's investigations
through such a credit department show that of 1,598 mercantile houses
and concerns desiring credit 798, over fifty per cent., were unsatisfac-
tory. Surely there is need of some such department in every bank
and Mr. Cannon’s paper shows clearly how it may be organized. This
need not as is justly observed in the paper, interfere with the useful-
ness of mercantile agencies as they now exist, but supplement and
render them more useful. It is to be presumed that many well-organ-
ized banks have some such process of investigating credits as Mr.
Cannon writes of, whether as systematic as he describes or not. To
bring out the ideas of bankers on this immportant subject, the JOURNAL
offers a prize of $100 for the best article on ‘‘ How to determine the
Value of Puper offered for Discount.” Particulars will be found on
another page.
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* ALONZO BARTON HEPBURN,

COMFPTROLLER OF THE CURRENCY.

The present Comptroller of the Currency, Hon. ALoNzo B. HEPBURN,
was born in Colton, N. Y., July 24, 1846, and was forty-six years old just
four days prior to his appointment.

Mr. Hepburn was prepared for college at St. Lawrence Academy, Pots-
dam, N. Y., and Falley Seminary, Fulton, N. Y., and entered Middlebury
College, Middlebury, Vt., in the class of 1871, which institution he left in
his sophomore year, owing to sickness. He afterwards became Professor of
Mathematics in St. Lawrence Academy and was Principal of the Ogdensburgh
Educaiional Institute in the year 1870. He was soon after admitted to the
bar and commenced the practice of law at Colton, N, Y.

His first public office was that of School Commissioner of the Second
District of St. Lawrence Courty, which position he held for three and one-half
years, resigning to take his seat in the New York Assembly January 1, 1875.
He represented the District in the Legislature for five successive years, during
which period he served on the Committees on Railroads, Insurance, Judiciary.
Ways and Means and other important committees, devoting his attention to
commercial and finaucial interests, canals, railroads and insurance. As
Chairman of the Insurance Committee he introduced, among other important
measures, and secured the passage of the law making life-insurance policies
non-forfeitable after the payment of three annual premiums, and requiring
the companies upon application to issue paid-up insurance to an amount which
the surrender value of the policy would purchase at regular rates.

He was Chairman of the Railroad Investigation Commission, created at the
instance of the Chamber of Commerce of the City of New York, Board of
Trade, Transportation and other commercial bodies of the State ; took over
six thousand pages of testimony, and reported to the Legislature several
important measures which became laws—among them the Act creating the
present Railroad Commission, an Act regulating the use of proxies, and an
Act defining and regulating aonual reports compelling a continuous balance
sheet. Prior to this Act the railroad reports had been a source of confusion
rather than of information to an investigator.

The Railroad Commission law, as amended by the Legislature, required one
Commissioner to be appointed upon the designation of the Chamber of
Commerce of the City of New York, the Board of Trade and Transportation
of the City of New York and the anti-Monopoly League of the State of New
York. Mr. Hepburn was indorsed by the Chamber of Commerce. The other
two bodies, however, united upon another person who was designated.

In April, 1880, he was appointed by Governor A. B. Cornell, Superintendent
of the Banking Department of the State of New York, a position which he
beld aomething over three yenrs und until succeeded by Willls S, Paine under

‘An exeellem artotype portrait of Mr. Hepburn i presented in this numberas a

Title illustration. Itisfrom a recent photograph reproduced by Bierstadt expressly for
RHODES’ JOURNAL oF BANKING.
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Governor Cleveland's administration., Mr. Hepburn’s management of the
Banking Department was heartily commended by the banks and the public.
The savings banks, trust companies and State banks enjoyed a marked
degree of prosperity during Mr. Hepburn’sadministration, evidenced by increase
of resources, reserve and surplus profits and number of institutions reporting.
There was no failure of any institution in New York city or Brooklyn, no trust
company or savings bank and only two discount banks of minor importance.

In 1883 he was appointed Receiver and wound up the affairs of the
Continental Life Insurance Company of the City of New York.

In June, 1889, he was appointed National Bank Examiner for the cities of
New York and Brooklyn by Comptroller Lacey and the late Secretary
‘Windom, from which position he was promoted by President Harrison, July
27, 1892, to be Comptroller of the Currency. As bank Examiner he was
discreet as well as thorough.

His entire career indicates that Mr. Hepburn is a man of exceptional ability
in handling legislative topics, particularly those relating to banking and
finance. His recent report as Comptroller of the Currency is an able and
exhaustive statement to Congress of the present condition of the National
banking system—prosperous as a system of loan and deposit banks, but
requiring additional legislation to maintain the circulation features of the
National banking law. Mr. Hepburn is a worthy successor of the long line of
able Comptrollers who have preceded him. The serious attempts that are
continually made in Congress to secure the repeal of the ten per cent. tax on
State bank circulation will meet in him-a steady opponent, judging from the
opinions expressed in his last report. The Bureau over which he presidesis
one that in emergencies calls, in its proper administration, for character and
ability of the highest type. The men who are fitted by experience and good judg-
ment for a proper performance of its duties are not very numerous. Judging
from Mr. Hepburn’s record as legislator, Bank Superintendent, National Bank
Examiner in New York city, and his success since he has been Comptroller of
the Currency, the President made a wise chgice in his appointment.

The Comptroller’s report, published in this issue of the JourNaL, will
command wide attention not only by the managers of National banks but by all
others interested in banking and monetary affairs.

President Harrison on Finance.

In his recent message to Congress President Ilarrison in referring to the
Nation’s finances, says :

*“The report of the Secretary of the Treasury will attract especial interest in
view of the many misleading statements that have been made as to the state of the
public revenues. Three preliminary facts should not only be stated, but empha-
sized, before looking into details: First, that the public debt has been reduced
since March 4, 1889, $259,074,200, and the annual interest charge $11,684,469 ; second,
that there have been paid out for pensions during this Administration up to Novem-
ber 1, 1892, $432,564,178.70, an excess of $114,466,386.09 over the sum expended
during the period from March 1, 1885, to March 1, 1889 ; and, third, that under the
existing tariff up to December 1 about $93,000,000 of revenue, which would have
been collected upon imported sugars if the duty had been maintained, has gone into
the pockets of the ﬁ)eople and not into the public Treasury, as before. If there are
any who still think that the surplus should have been kept out of circulation by
hoarding it in the Treasury, or deposited in favored banks without interest while the
Government continued to pay to these very banks interest upon the bonds deposited
as security for the deposits, or who think that the extended pension legislation was a
public robbery, or that the duties upon sugar should have been maintained, I am
content to leave the argument where it now rests, while we wait to see whether these
criticisms will take the form of legislation.’’



1893.] PLAN FOR INCREASING THE CIRCULATION. 13

A PLAN FOR INCREASING THE CIRCULATION OF
NATIONAL BANKS.

The followiny bill is submitted as most likely to meet the approval of the
majority of the bank men of the country. It will provide a safe and abund-
ant currency. The bill should meet the approval of all who desirea paper
currency issued by the banks in preference to a paper currency issued by the
United States Treasury. One objection that has been made to the bill is that
while it would give both safety and elasticity to the notes issued, it would, to
someextent, impair the security of thedeposits. This objection is more appar-
ent than real. Under present law a certain portion of the assets of a National
bank is invested in United States bonds and set apart from the other assets by
being deposited with the United States Treasurer to secure circulating notes.
The assets to secure deposits are left in the possession of the bank. Under the
proposed bill all the assets would be left in possession of the bank except five
thousand dollars in United States bonds, which, as before, are required to be
deposited with the United States Treasurer. Therefore, it merely puts that
portion of the security for circulation to be derived from assets on the same
level as the aseets held as security for deposits. It in no way impairs the
security for deposits. But in addition to the security for circulation derived
from the assets the one per cent tax on circulation which now goes to the
United States Treasury is to be set aside as a safety fund under the proposed bill.

The bill herewith presented isin the nature of an outline; numerous details
are not provided for in the draft here submitted.

A Bill Authorizing the Issue of National Bank Circulation.
Be it enacted by the Senale aud House of Representatives of the United States of America
in Congress assembl

That each National bank, whatever its capital allowed by law, may commence or
continue business upon a deposit with the Treasurer of the United States of interest-
bearing United States bonds amounting to not less than five thousand dollars at the
par value thereof. National banks having more than the minimum of five thousand
dollars, in bonds, on deposit, may withdraw such excess, on retirement of notes
secured thereby. Each National bank shall be authorized to issue circulating notes,
other than those secured by bonds, equal in amount to one hundred per cent. of
its paid-in capital, certified to and approved by the Comptroller of the Currency,
without deposit of other United States bonds than the minimum named above. The
circulating notes are to be a first lien upon all the assets of the bank, and are to be
printed and issued to the banks under the direction of the Comptroller of the Cur-
rency in the same manner and under the same regulations and restrictions as notes
secured by bonds are now issued to the banks.

An annual tax of one per cent. shall be collected upon the circulation provided
for in this Act in the same manner as now provided by law for the collection of an
annual tax of one per cent. upon circulation of National banks secured by bonds.
The proceeds of this tax shall be set aside as a safety fund from which the notes of
insolvent National banks shall be paid, when the amount realized from the assets of
such banks is insuficient for the purpose.

Whenever a National bank shall become insolvent, or commit any act for which

.
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the Comptroller has authority to appoint a Receiver, the redemption of its outstand-
ing notes shall at once be provided for from the safety fund. As the proceeds of its
assets, including the personal liability of shareholders, if necessary, are paid into the
Treasury by the Receiver, in the manner now directed by law, before any dividends
shall be paid to depositors, or any other creditors of the bank, the safety fund shall
be reimbursed in the sum set aside for the redemption of the outstanding circulation
of such insolvent National bank, as far as the proceeds of such assets permit. If
such proceeds are in excess of the amount required to redeem the circulation, such
excess shall be divided among the depositors and other creditors in the manner now

provided hy law.
SOME PERTINENT FACTS.

The report of the Comptroller of the Currency for the year 1891 shows that
from the beginning of the National Banking System in 1863 to November,
1891, one hundred and sixty-four National banks were placed in the handsof Re-
ceivers. The outstanding circulation of these banks amounted to $16,209,160.
There was collected from their assets the net sum of $41,010,914. These
figures indicate that, without a specific deposit of bonds, the collections from
the assets would have paid the notes of these banks in full. Supposing that
$16 209,160 of the $41,010,914 bad been collected from bonds, the remaining
$25,000,000 would have been amply sufficient to meet the circulating notes.
But if the bonds had not been deposited with the Treasurer, it is fair to pre-
sume their equivalent would have been held in some form by the bank, and
that the assets representing this equivalent would have produced the same
proportion of net proceeds as other general assets. Therefore, at least
$9,000,000 should be added to the $25,000,000.

The capital of the National banks to-day is about $550,000,000. If circula-
tion to the amount of $500,000,000 were issued. the annual tax would amount
to five millions of dollars. This would form a safety fund amply sufficient,
in a few years, for all purposes, and then the t1x could be gradually reduced.

Comptroller Flagg, in his report for 1846, compares the Safety Fund and
Free Banking Systems, which had been in operation, side by side, in New
York State for about ten years, as follows: ‘‘In the security of the public
under each system, our experience in the failure of ten Safety Fund banks,
and about three times as many of Free banks, proves that the contribution of
one-half of one per cent. annually on the capital of the S8afety Fund banks
has thus far afforded as much protection as the deposits with the Comptroller,
by the Free banks, of a sum nominally equal to all the bills issued by them.
It will be seen, by reference to a statement under the head of insolvent Free
banks, that the loss to bill-bolders, on the supposition that all the securities
had been stocks of this State and bonds and mortgages, would have been over
sixteen per cent., while the actual loss has been nearly thirty-nine per cent.”

Hon. John Jay Knox, in his history of the Safety Fund System of the
State of New York, says: ‘' If the Banking Fund Act of 1829 (Safety Fund
Act) had provided only for the redemption of circulating notes, a8 is the case
with the Act for free banking, all the notes of the Safety Fund banks which
have failed would have been paid at par by the contributions made to the
safety fund from 1841 to 1845. Aud if the present plan of registering notes
(to prevent illegal issues) had also been in operation, the result would have
been still more favorable, as fraudulent issues have been redeemed from the
Safety Fund to the amount of $700,000.”
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THOUGHTS ON THE MONETARY CONFERENCE.

BY A NEW ENGLAND BANKER.

MR. GEORGE A. BUTLER, the veteran banker of New Haven, Connecticut,
whose writings on the silver question and kindred topics have heretofore been
read with interest by the JOURNAL’s readers, kindly submits his views on tlie
Monetary Conference in a communication recently received at this office.

In substance, Mr. Butler believes that it was wise for the United States to
invite other nations to meet with us in convention and consider the silver
problem, because that would be a gain in the general consideration of the
situation, although he has never believed the Conference would produce any
practical results, or that there was any probabilily of other nations joining the
United Statesin the free coinage of silver ata fixed ratio. For instance, France,
the head of the Latin Union, has for many years manifested utter indifference
to the silver question. Thus far, the delegates from the other nations have
acted as if they thought there was no necessity for doing anything in the
matter. Thus far, there has been no proposition before the Conference that
required any serious consideration by this Government. Thus far, it has seemed
as if the policy has been how not to do anything, or at least the other delegutes
appear to be trying to ascertain how small & part they may take in the use of
silver or what is the least concession required of them by the Ubnited States, so
that this country may be induced to continue in the suicidal course it has
pursued for so many years.

It is not surprising, then, that the delegates from the other countries feel
that they need not commit themselves to any material increase in the use of
silver. Undoubtedly their Governments know the situation in this country
and thoroughly understand the views of our delegates. From Mr. Butler’s
standpoint it is a matter of regret that the delegation from the United States
contains an element so aggressive that it greatly weakens their power to
accomplish that for which they were sent abroad. The delegate from this
country most widely known has spent his life in mining silver, and his promi-
nence is mainly due to the fact that he has gained great wealth through his
silver mines. It is well known that he has been most active in his efforts to
create a public sentiment in favor of free coinage and has done his best to com-
mit the Government to it. He has desired that Congress should so legislate that
the people of this country would be compelled to take and pay for the product
of the mines, at a price above the cost of production and in excess of its real
value a8 a money-producing commodity.

Again, it isto beregretted that the case of the United States was greatly weak-
ened before the meeting of the Couference. It could not be expected that
other countries would feel any great anxiety about the matter when one of the
Coited States delegates announced, in advance of the meeting, that three-
fourths of the people in this country were in favor of free coinage of silver
It is believed that the Conference would have made more progress had not the
delegate referred to shown such indiscretion.

France shows no desire that there should be an international agreement,
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although she has a large amount of silver which is maintained at a parity with
gold by the limitation of silver coinage. So far as the Rothschild plan is con-
cerned it does not appear that any of the Latin Union nations will give it
serious consideration, neither should the United States entertain the proposition.
It would be a good thing for England and India. Germany and other gold-
using countries would also be benefited but at the expense of the United States
and the Latin Union. All of these countries now have about all the silver they
can maintain at a parity with gold. Any arrangement that would increase
their stock of silver—except under universal free coinage—would end in placing
them entirely in the power of other countries where gold is the dominant coin
in use. England, Germany and Austria could withdraw and leave these nations
to take care of themselves, when it is not improbable they would be found on a
silver basis and possessing a fluctuating currency attended with all the evils that
are always connected with it.

If any plan, to increase the use of silver in other countries by the withdrawal
of small notes, is adopted, the same course should be pursued in'this country.
‘We should repeal our silver laws and use silver only to the extent which the
withdrawal of small notes createq a place for. Probably it would be found
that we already had all the silver that could be used under such an arrangement.

It is not to be expected that any plan now before the Conference will oper-
ate to maintain the value of silver or furnish a solution of the vexed question.
All such measures are merely makeshifts, wholly inadequate and perilous to
any hope of the use of silver beyond that of subsidiary coinage. Silver must
be coined as freely as gold and as generally used as a circulating medium and
a measure of value, if it is to have any fixed ratio with gold; else, it must take
its place in the markets of the world as a commodity, the value of which will
be determined by the demand for arts and manufactures, together with its use
for subsidiary coinage—each country deciding for itself how much it will use
for that purpose.

In the event of free coinage it will doubtless be at a higher ratio than 1 to
153¢. The decreased cost of production has changed the distance between the
two metals. Therefore, if there is to be any stability to any arrangement,
silver must be used more nearly at cost of production than is the old ratio.

Mr. Butler believes that the Conference will have one valuable result, that
of showing the American people how baseless are all hopes that other nations
will unite with us in the general use of silver as a circulating medium.

Post Office Savings Banks.

It 18 claimed that one person out of every seven in the United Kingdom is a
depositor in the post office savings banks, which have nearly $360,000,000 deposits.
To manage this business there is a headquarters staff of not far from 1,900 persons
at the London Post Office Bank, of which every money order post office in Great
Britain and Ireland isa branch. Every deposit made in any one of the post offices
is forwarded to the London headquarters. The local postmaster simply takes the
cash and sends it up to London, merely entering it on his accounts and on the
depositor’s book. The London office keeps an account against every one of the
10,000 branch offices. How great is the labor entailed will be realized when it is
stated that in one day as many as 72,689 deposits have been made, that last year
992,000 accounts were opened and 701,000 closed. At the central office in London
every post office in the Kingdom has its ledger account, and the ledgers would of
themselves make a big library.
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*WILLIAM HENRY RHAWN.

PRESIDENT OF THE AMERICAN BANEKERS ASSOCIATION.

‘WiLLiaM HERRY REAWN, President of the National Bank of the Republic,
of Philadelpbia, who was unanimously elected President of the American
Bankers’ Association at its Convention held in S8an Francisco, September 8,
1892, was born in Pbiladelphia, September 12, 1883, where he attended
both public and private schools, and took special courses in book-keeping
for which he manifested a predilection and aptitude. His first business train-
ing was received in a country store in the suburban village of Fox Chase,
which he left at the age of twenty-four, determined to obtain a position in & bank
in the city. Whileseeking such a position he accepted a temporary situation,
without pay, as entry clerk in the wholesale dry goods house of Smith, Mur-
phy & Co. Bhortly afterwards he became book-keeper and cashier for the
American Baptist Publication Society, but without relinquishing his purpose
to secure the coveted position in a bank.

In April, 1857, he attained the object of his ambition by securing a tempo-
rary appointment in the Philadelphia Bank, as summer clerk, to fill the places
of clerks while absent upon their vacations. Before the season had passed,
however, he was given a permanent clerkship, and obtained his first experi~
ence in banking during the great financial panic of that year. He served the
bank nearly seven years in almost every capacity, and participated in the
opening of the Philadelphia Clearing-House in January, 1858, making the
first exchange, for the Philadelphia Bank. In 1863, when chief accountant,
he organized the ‘‘ Runners’ Exchange,” a supplementary daily exchange
peculiar to the Philadelphia Clearing-House, which is still in active use.

In entering the Philadelphia Bank, it was with the expressed determination
of becoming the Cashier of a bank within ten years, and it issaid that he would
haveachieved his purpose in that bank within the time had he remained there.
But with the passage of the National Bank Act, in 1863, he boldly struck out
for himself by organizing the Second National Bank in the suburb of Frank-
ford, and became its Cashier. He opened the first telegraph office in town,
being the first bank officer of Philadelphia to introduce the electric wires be-
bind his counters, and he has never since been without them. While here he
took an active part in the organization of the Central National Bank in 1864,
writing the articles of association and being chosen its first Cashier, a position
which he relinquished on account of illness, but was re-elected in a year or
80, when he resigned the Cashiership of the S8econd National Bank, of which,
however, he remained a Director for several years.

In August, 1866, he retired from the Central Bank to assume the Presidency
of the National Bank of the Republic, an office which he still holds. He had
fitted himself for this position, and secured it within ten years from the time
he left the village store, no amall achievement for a young man of thirty-four
in conservative Philadelphia. He at once invited to the Cashiership Mr,

* The portmlt of Mr. Rhawn presented in this number 1s from a recent photo-
graph by Gutekunst, reproduced espeoially for RHODES’ JOURNAL OF BANKING.
2z
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Jouszph P. Mumford, an old associate of the Philadelphia Bank, who still ably
supports him. Almost immediately he was elected Secretary of the Clearing-
House Association, and has retained that position continuously ever since.

He also became Vice-President of the National Exchange Bank, and con-
solidated it with the National Bank of the Republic in 1870; was for several
years Vice-President of the Fame Fire Insurance Company; was chairman of
the committee charged with the reorganization, without the aid of a receiver,
of the Lake Superior and Mississippi Railroad Company, as the Saint Paul &
Duluth Railroad Company, and Vice-President of the latter from 1877 to 1888;
was the founder and first President of the Guarantee Trust and Safe Deposit
Company in 1872, spending three or four years in securing its permanent loca-
tion and in superintending the erection of its large building and extensive
vaults. He has for over twenty years been a trustee of the Penn Mutual Life
Ipsurance Company; was President of the Soldiers’ Home from 1876 until its
dissolution in 1889, and is a councilor of the Educational Home. He was a
member of the Unfon League during his residence in the city, and for over
ten years warden of the Church of St. Matthias, and, as chairman of its build-
ing committee, superintended the erection of its beautiful church edifice, com-
pleted in 1878, and raised a large part of the money to pay for it and its great
organ; and is now a vestryman of Trinity Church, Oxford, one of the oldest
Episcopal Churches of Philadelphia. He is a member of various learned socie-
ties, such as The Franklin Institute of Philadelphia, Historical Society
of Pennsylvania, American Academy of Political and Social Science,
American Society for the Extension of University Teaching, American Statis-
tical Association, and also of the Indian Rights Association.

During his Presidency of the National Bank of the Republic, the bank has
twice changed its location. From its opening in May, 1866, until December,
1874, it occupied the premises 809 and 811 Chestnut street, when, with the
Fame Fire Insurance Company and the Guarantee Trust and Safe Deposit
Company, it removed into the new building of the latter at 316, 818 and 820
Chestnut street, where it remained until December, 1884, when it removed
into its own new banking-house at 813 Chestnut street, one of the most unique
as well as beautiful and best arranged banking buildings in the city and built
for the exclusive occupancy of the bank under the supervision of Mr. Rhawn,

.He has also shown his taste for architecture in the erection of his own
rural home, ‘* Knowlton,” near Fox Chase, from which he started out upon
his career as a banker thirty-six years ago, and where he now resides through-
out the year, finding the chief enjoyment of his leisure hours with his family
and books, or in riding or driving through the beautiful country of the vi-
cinity.

His rural life has caused him to become much interested in the improve-
ment of country roads, and as chairman of the Kensington and Oxford
Improvement Association, which he organized, he entered into a contest with
the city authorities to secure better work upon the highways, in which he
received the support of the press and the people and which resulted in the
revision of the specifications for such work, making them more in accordance
with the requirements of scientific road buildlng. The correspondence in
connection with this contest was published in a pamphlet, ‘* A Plea for Better
Roads.”

Through this controversy, which lasted several years, Mr. Rhawn's atten-
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tion was drawn to the bad condition of the roads of the country generally and
the great necessity for their improvement, and he organized and became
chairman of the Committee on Better Roads, composed of some of the most
promiunent citizens of Philadelphia, and after securing the co-operation of the
University of Pennsylvania, the committee offered a series of prizes for the
best essays upon road-making and maintenance. The essays which were
accepted were published in a book entitled ‘‘ A Move for Better Roads,” and
by reason of Mr. Rhawn’s persistent and industrious work this book has had
a large sale, and the dissemination of the principles of road-making through
this and other means has resulted in a widespread interest in the subject,
which has recently crystallized in the organization at Chicago during the
Columbus celebration in October, of the National League for Good Roads, of
which Mr. Rhawn was elected treasurer. His unceasing services in the cause
of better roads have borne good results, which have served to make him more
than ever confident of the ultimate adoption of this question as a national one.

He has been an active member of the American Bankers’ Association from
its organization in Philadelphia in 1876, a member of its Executive Council
from 1878 and chairman in 1891-'92 until elected President. While a member
of the Council he started a movement for the establishment of schools of
finance and economy in connection with the universities and colleges of the
country, for the special education and training of youth as business men,
taking as a model the Wharton School of Finance and Economy of the Uni-
versity of Pennsylvania. The plan of this school and other literature on the
subject were published in pamphlet form and sent to all the colleges and uni-
versities as well as the banks and bankers of the country, and through his
efforts Professor Edmund J. James, the head of the Department of Finance
and Administration of the Wharton 8School, was sent to Europe by the Associa-
tion to investigate into such schools there, the result of which was given in an
address before the Convention at S8an Francisco, and a more extensive report
will shortly be published in book form.

Mr. Rhawn has exerted his influence in other directions for the promotion
of financial education. Last winter, in conjuuction with other bankers, he
instituted a course of University Extension lectures on Finance which were
delivered before large audiences and will soon be published under the title of
*‘ The Histary and Theory of Money."”

Mr. Rhawn has been a Republican since the organization of the party and
has taken part in local political affairs, serving for a time as a member of the
Committee of Fifty for a New Philadelphia, a non-partisan organization to
promote better municipal government. He also takes an active interest in
matters of a non-political nature, such as school-houses, elevated railroads,
electric roads and public parks. He has never held any political position, al-
though at one time spoken of in connection with the mayoralty of Philadelphia,
but has contented himself with doing all that a private citizen could do in the
special lines he has followed, in which he has been a frequent contributor to
the press, and the results of his efforts have amply repaid him for the per-
severing energy which he has brought to bear on every enterprise he has un-
dertaken.
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LOANING THE BANK’S MONEY ON
COMMERCIAL PAPER.

HOW TO DETERMINE VALUE OF PAPER OFFERED FOR DISCOUNT.

Note.—The substance of this paper is from an address delivered recently by Mr.
JAMES G. CANNON, of New York, before the Bank Clerks' Association of Philadelphia.
Mr. Cannon has added some new matter and revised the address especially for publica-
tion in REODES’ JOURNAL OF BANKING.

Attention is directed to the announcement on another page of a prize for the best
article on ** How to determine the Value of Paper offered for Discount.” Mr. Cannon’s
article will not be in the competition.—EDITOR.

It has been said that the most valuable part of a banker’s education is to
learn whom to trust, and the more I examine the system of bank credits, as it
exists to-day, the more thoroughly I am convinced that it is extremely lax.
Banks are constantly loaning their funds upon mere hearsay knowledge, with-
out pursuing any careful system of investigating the credit or standing of those
who borrow—indeed the baunk officer often relies entirely upon, his intuition,
or upon some evidence of the record of the customer which is found among
the musty archives of the institution. Recent bank failures testify to the
careless and indifferent methods pursued in making loans. Every little while
we are startled by a denouement showing that the money of depositors and
stockholders has been loaned in the most reckless manner. There are many
institutions which, either on account of the greed of their managers for business
or of their incapability and lack of nerve, are loaning their money apparently
without making any searching investigation as to the standing of the borrower
or worth of the collateral.

Every bank should have a well-organized and thoroughly equipped credit
departmeat, in charge of some one who can be relied upon to investigate care-
fully all names referred to him by the officers. In the first nine months of
this year, according to the mercantile agencies, there were 7,878 failures which
were strictly mercantile or industrial in character, with an aggregate liability
of $76,971,000, which fortunately was a large decrease over the liabilities of
the previous year. There has never been any record kept of liabilities that are
due to banks or other financial institutions; but one has only to consult the

"daily papers or notice the records of judgments entered up each day to see
what an enormous percentage of the liabilities of failed concerns are due to
banks. In a recent failure in New York I learned that thirty-seven banks were
interested, and out of liabilities of nearly $500,000 almost three-fourths were
due to banks; and in conversation some time since with a leading merchant
in our city, he called my attention to the remarkable fact that in some of the
recent failures about 75 per cent. of the liabilities were due to banks. In one
failure that I have in mind, out of $140,000 of liabilities nearly $100,000 were
due to banks, and this firm, to my knowledge, had five bank jaccounts, their
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discount line in each one of these institutions being made up almost exclus-
ively of accommodation paper; but in trade circles the firm had been for some
time in poor credit and dealers would only sell them for cash,

LIABILITIES OF FAILED CONCERNS.

Statistics on the subject of the liabilities of failed concerns due to banks
are very hard to procure. I selected ten well-known failures in New York
and sent to the County Clerk’s office, and after laborious effort procured a copy
of the schedules of their assets and liabilities. I found that these concerns
failed with nominal assets of $11,868,502; their actual assets were $5,278,822;
their liabilities were $9,409,888, and the amount due banks was $4,904,,426,
which was 51.79 per cent. of their liabilities. There were 188 banks known
to be interested in these failures, and the schedules flled showed that there was
$840,000 of the liabilities due to unknown holders of notes, supposed to be
banks, so that I am not far out of the way when I say that at the lowest
estimate there were over 150 banks interested in these ten failures. I am
aware that there is on the part of many borrowers a strong aversion to having
their credit investigated. A man who wishes to borrow money from a bank
should have the same feeling toward that institution as a merchant who goes
to a wholesale dealer to buy goods. The latter has a commodity to sell, and
before shipping it requires a statement of the purchaser’s condition, together
with any facts that will aid in determining the line of ‘credit to be granted.
The bank officer has a commodity to sell, money, and he should be doubly
sure of the responsibility of the party to whom he is loaning or selling it,
because the money does not belong to him. A banker has the right to expect
the fullest confidence on the part of the borrower, and the borrower should
furnish him with a complete and detailed statement of the condition of his
affairs as well as any other facts which the banker may deem necessary in
order to determine the propriety of making the loan.

There seems to be a disposition on the part of a large number of people
who borrow from banks or sell their paper in open market, not to give the
banks a full statement of their condition. To me this seems a false position
for men to take, and I contend that no matter how sound a firm may be, when
they desire to borrow from the institution where they keep their account, or
to sell their single-name paper—which is merely a promise to pay a certain
amount of money at a given time without collateral—they should be willing,
without any hesitancy, to make a full and frank showing of their condition
in writing over their signature; and when declining to do so, I believe that we
should give no consideration to their application for discount. After gather-
ing careful statistics on this subject, I have reached the conclusion that where
a borrower refuses absolutely to give any information in this way, his credit is
impaired, and it is only a question of time when misfortune will overtake him.

. INVESTIGATION OF GREDITS.

To show the value of a careful investigation of credits, the credit depart-
ment of a New York bank prepared for me a summary of their investigation
on 1,698 names of mercantile houses and concerns desiring credit. Of these
788, or practically 80 per cent., were unsatisfactory and credit was refused
them.

When one thinks of these figures and comprehends them they are simply
startling, and I commend this thought to the gentlemen present ; that 50 per
cent. of the applicatiops for discounts are unworthy, for various reasons, of
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such accommodations. Many of the names which were rejected were so
treated only after the most careful, painstaking and rigid investigation.
SUMMARY OF FINANCIAL CONDITION.

This should be obtained from an itemized statement duiy signed, giving
in detail assets and liabilitles. This statement should be given to the bank
bearing the firm name, its location, its business and branches, if any. It
should state that it is made for the purpose of procuring credit with the bank
for its negotiable paper, and that it is a fair and accurate showing of the
financial condition of the firm on a given day of the year.

The statement should also show a list of assets as to

Cash;

Bills receivable;

Good accounts receivable;

Merchandise (and especially how valued);

‘Whether any real estate;

Also, machinery and fixtures, if any.

And should specify any other assets, and whether any of the assets are
pledged as collateral.

The statement should furthermore show the liabilities, as

Bills payable for merchandise;

Bills payable to banks;

Open accounts ;

Loans or deposits;

Mortgages or liens on real estate.
It should also specify any of the liabilities which are secured by collateral,
and, by deducting the liabilities thus stated from the assets, show the net worth,

If there are partners in the concern, the statement should also show:

The individual worth of the respective partners outside of the business;

The names of the general partners in full;

Names of special partners, with amounts contributed by each and until
when;

Contingent liabilities, such as accommodation indorsements and indorsed
bills receivable outstanding;

The connections of each partner in other business, if any;

Insurance carried on merchandise and on real estate;

The amount of sales preceding year;

Expense of conducting the business preceding year;

Time the present firm has been in business and whom it succeeded, giving
the date of trial-balance proof and the regular time of balancing books.

This statement should be signed by the borrower and should show his
financial condition based on his last inventory. It should also indicate whether
the inventory was an actual one or an estimate; if an actual one, by whom
taken; and if an estimate, by whom made. We should also consider the
external circumstances of the borrower, such as the line of business in which
he is engaged—whether it is extremely hazardous, or whether it is a one-season
business, or a business in which long-time credits are given, or anything per-
taining to this subject; also the locality where he resides and the situation of
his store as to the general business of the city or town.

Let us now proceed to take up and analyze in the order glven the informa-
tion called for by this statement, considering first the assets. The first item
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to appear under this head is *‘ cash,” which of course needs no explanation, as
it is money on hand, or deposited in bank.

~ . -

w bis present financial condition?

BILLS RECEIVABLE.
The character of this asset is governed by the customs of settling in the
trade. In many lines of business all the best customers pay cash and buy only
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such accommodations. Many of the names which were rejected were so
treated only altes-ise-moWt cateful, painstaking and rigid investigation.

Let us now proceed to ta!e up“ given the informg.

tion called for by this statement, considering first the assets. The firgt item



1893.] LOANING ON COMMERCIAL PAPER. 28

to appear under this head is ‘‘ cash,” which of course needs no explanation, as
it is money on hand, or deposited in bank.

In investigating credits I do not desire to cast any reflection upon the mer-
cantile agencies of this country, but I feel that we, as tank officers, should not
rely entirely upon them; we should simply use them as corroborative of the
evidence that we have secured as to the credit and standing of the borrower.
They are justly regarded with favor by the community, and are of great assist-
ance to us all; but for bank credits they should be supplemented and added to
by the investigation of the bank officer. The weak. feature of the mercantile
agency system is its dependence upon correspondents who are expected to give
their time and services gratuitously, and we frequently have to contend with
their inaccuracy and negligence on that account; but if all the banks in this
country would co-operate, and, by a free exchange of views in regard to the
value of commercial paper, keep each other informed on bank credits, such
action would result in greater benefit to them than all the mercantile agencies
put together. It is an old saying in business circles that *‘ if you wish to know
anything about a bank’s customer, don’t ask the bank,” and a bank is looked
upon as the last place at which to inquire about the standing and responsibility
of its customers. We all know this from our own experience, but it should
not be so.

The practical question now arises, upon what basis should bank credits be
granted ? In the first place, they should be granted to the customers of the
bank, according to their balances and responsibility. The bank should decide
for itself what proportion of its deposits are not- likely to be borrowed, and
how many times a customer’s average balance it can afford to loan him fn the
way of discount. Banks should insist that customers who desire accommoda-
tion from them should keep a proportionate average balance, as in this way
only can they make their business profitable. Of course, when it comes to pur-
chasing commercial paper, that is another matter which I shall take up later.

In considering the responsibility of a borrower, it would seem that his total
net worth should be first considered. If the amount of money which he has
at the risk of the business is small, and he is likely to be a large borrower, his
credit should be based proportionately.

‘We should next consider his record and standing in the community as a
merchant. Has he ever failled? If so, what were the circumstances? What
settlement did he make with his creditors? What arethe habits of his private
life? Is he extravagant—does he live beyond his means? 1s he a gambler, a
speculato?, or is there anything which would lead him to spend more money
than he can safely take from his business?

We should next consider his business record. Does he pay bills promptly,
and how does he stand in the trade he represents? These points, it seems to
me, should define the position occupied as to the line of credit granted.

We should also consider his claims to credit. What are the characteristics
of the borrower? Has he ability? Has he a reputation for honesty? Does
he show that his business is prosperous? Is he up and abreast with the
modern methods of transacting business, or is his business on the down grade?
And finally, what is his present financial condition?

BILL8 RECEIVABLE,

The character of this asset is governed by the customs of settling in the

trade. In many lines of business all the best customers pay cash and buy only
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on open account, and the bills receivable on hand are generally from long-winded
patrons, being notes received instead of cash in settlement of maturing bille—
virtually extended credits—and we should know what portion, if any, is over-
due. Bills receivable in such trades, if put on the market, should not sell at a
better rate than single-name paper, but where the general custom is give notes
in settlement of all merchandise transactions, bills receivable, of course, are a
much better class of paper than single-name. Many very small notes offered for
discount as bills receivable may indicate a needy condition. Insome investiga-
tions of houses floating paper of this kind I have found that they had the
reputation of making special efforts to secure settlements from all their custom-
ers by notes, no matter how small the bills, in order to use them at their bank
or in the open market.

The business methods observed throughout the trade also have a large in-
fluence upon the value of this asset. Some lines of business are handled on
good business principles and some on bad business principles. In the jewelry
trade, for instance, credits appear to be loose and notes are given largely in
settlement of bills. I understood also that it is customary with small jewelers
to meet their notes pretty much as they please, and I am informed that, as a
general thing, they are in the habit of getting extensions and making partial
payments. The piano business of late years has been conducted on a similar
basis, as the manufacturers and dealers, because of extreme competition, have
been obliged to make a great portion of their sales on monthly payments. Had
I time, I might mention many other trades where the same conditions prevail.

ACCOUNTS RECEIVABLE.

A merchant’s ability in judging of credits, and his strength of character in
enforcing his own convictions will largely measure the value of this asset in
his statement. With a capable credit man and an efficient collector it isa
good asset. If a large portion of his assets consist’ legitimately of this item,
the merchant is justitied in borrowing upon hissingle-name paper. If thisitem
in his statement is larger than the customs of the trade warrant, compared
with the amount of business the firm is doing, it will indicate lax credits or
poor collections. If a concern has the reputation of being liberal in credits,
here will be found their weak point.

If this item needs deeper investigation, by taking the reference book of a
good mercantile agency and comparing the ratings of the parties from whom
the indebtedness is due and learning the amount of their liabilities to the con-
cern, you can soon tell the value of this asset. If, for example, a fitm is rated
from $20,000 to $40,000, is in good credit, and it was found that they owed
over $5,000 to the house under investigation, in a majority of cases this would
be an indication that the account was one that was carried, as no good mer-
chant nowadays will permit one concern to be indebted to him, except per-
haps for a few days, in excess of 35 or 80 per cent. of its capital.

MERCHANDISE,

This is the most likely item for the gathering of deadwood. Old stock is the
easiest thing to accumulate. Merchandise is a quick asset at the current
market price only in those lines of trade in which the articles themselves are
generally used as collateral, such as stocks and bonds, grain, cotton, bullion, etc.
Therefore, of the concerns that come before us for our consideration in the grant-
ing of credit few of them have stocks of merchandise that can be turned into
cash in twenty-four hours. The easy negotiable value of a stock of merchandise
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[Form C.—8tatement of a Corporation asking Credit.]

To the FOURTH NATIONAL BANK, of the City of New York.

Name (Corporate style under charter)..

Business.............coiiiiiinnn.. ..

Location.............. e e Branches........ e

For the purpose of procuring eredit with the above bank for our negotiable paper, we furnish the following

as being a fair and accurate statement of our financial condition

on the............... B 8 3 189
ASSETS. LIABILITIES.

Casl. o e , Bills Payable for Merchandise........................
Bills Receivable, Good. .................. e Bills Payable to Banks. ...................... e
Accounts Receivable, Good....................... Open ACCOUNS. .. ....vuveeeeiii ittt eeeenaienns
Merchandise, finished (How Valued.............. ) Bonded Debt (whendue).............coooiviinnn...
Merchandise, unfinished (How Valued.. ......... ) Interest en Bonded Debt.............................
Raw Material............ ........o.vienn.. ... Mortgages or Liens on Real Estate. ...................
Real EState. - oo oo oo oo Chattel mortgages...............covviiiiiii ..
Machinery and Fixtures.......................... , _ Loans or Depoits. ................oooeiiiiinnn.
B [ FEE (e e _
g m _ ........................................ N 223 a ........................................... ‘
m .n..v B , M.m m. R RPRTRES A
B3R “ EEE]
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depends upon its character. In the staple lines, like groceries, a stock consist-
ing largely of sugar, coffee, tea, rice, provisions, etc., can be converted into
cash upon very short notice at a slight concession, say 5 per cent., from the
current market quotations. Wool, iron, leather, raw silk and rubber belong
to the same class, and where merchandise consists of such assets we can take
them in the statement very close to the par value,

Such stocks of merchandise, however, as woolens, lumber, hardware, glass,
carpets, boots and shoes, cigars and manufactured tobacco, dry goods (embrac-
ing muslins, calicoes, linens, dress goods and the principal assets of a dry goods
jobbing house) we must estimate at a less percentage to the inventory value
than the other articles referred to.

But these are all good staple assets if the stocks are kept clean and handled
with ordinary intelligence. They cannot be turned into cash in twenty-four
hours, but can be disposed of in a short time at some sacrifice from the ruling
trade prices.

In other lines of business the merchandise is of a very fluctuating value.
The manufacturing clotbing business, while abstractly considered a very staple
line, is one where, as we all know, the realizable value of a stock of goods.
depends altogether upon how the merchant handles it.

The silk trade has always been affected largely by the fashions.

There are many other fancy lines, and it is well for us to remember the
effect that fashions have upon the success or failure of many of the firms who
are applicants for credit.

Tobacco is another product where the value is measurable by the expert
knowledge and, we might almost say, the business instincts with which the
goods are selected. No two lots or crops are alike.

In the fur trade a warm winter may deprive your fur merchant of his
season’s profit.

The liquidating value of ‘“Accounts Receivable” and ‘‘ Merchandise” in a
statement in case of failure is very bard to determine, but one of the best
informed men on this subject, Mr. D. T. Mallet, of New Haven, Conn., has
furnished me with the following table, which, from my own experience, I
should judge to be about right :

ACCOUNTS {
RECEIVABLE. ' MERCHANDISE.
Rer Cent. | Per Cent.
2 }
67
80 ; 65
70 68
40 1 9

These figures are based on the llquidating value, per dollar, for claimed
assets where correctly rendered, and would show the probable amount which
would be secured under proper management. The depreciation is the differ-
ence between what the owner thinks he is worth and the amount at which his
paper would be acceptable to the bank.

MACHINERY AND FIXTURES.

Machinery and fixtures, as we all know, are not a bankable asset upon which
to base credit. If this item appears for any considerable amount in a statement,
we should find out whether it is the custom to charge off each year a certain
amount from this item, and whether repairs and ordinary additions for a slight
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increase in business are charged to expense account or added from time to time

to that account,
REAL ESTATE.

Real estate I do not regard as an easily realizable asset except according to
special circumstances of location and adaptability to use.

If we have a definite knowledge of the character of this item in a statement
and can put an estimate on its value we should, of course, take it into consid-
eration; but as an asset, on general principles, with which to meet maturing
obligations, I do not think it can be taken into general consideration.

Having considered the assets of the statement before us, let us now turn
our attention to the liabilities, and the first to appear is—

BILLS PAYABLE FOR MERCHANDISE.

Before considering this item, it would be well to find out if it is the custom
in that special line of trade to settle merchandise bills by note; if not, what
are the special reasons for it in this case. Liabilities for merchandise have
some flexibility as to their maturities, as it is customary in most any line of
business to have some leniency toward customers, and it is not a difficult or
extraordinary thing to get some indulgence in the payment of merchandise
bills, if necessary, especially in the retail trade; but very few of the jobbers
can continue to allow their bills to run over maturity and still maintain a good
credit from the sources of their supply.

BILLS PAYABLE TO BANKS.

It is very important to know if any portion of this liability is to banks in
which the firm has an account, or whether the item represents notes sold on
the oper. market. At his own bank a merchant sometimes expects renewals
and the continuation of his discounts, but from the public he is liable at any
time to be entirely deprived of his accommodations in case of panics or even
an ordinarily tight money market. For this reason many houses prefer to sell
their own paper in the open market and keep their banks open for accommo-
dations when they are unable to secure outside credit. If it is a case of buy-
ing paper and not a credit to a customer of a bank, it is important to know
where the bank accounts are kept and if their banks grant them continuous
lines of discount thoughout the whole year. Accommodations of this -kind
partake of the nature of capital furnished by banks. This practice, in my
opinion, is not in accord with good banking principles, as it is mutually detri-
mental in its results to the bank and to the customer, for a bank is not organ-
ized for the purpose of furnishing fixed capital to any firm or corporation.

OPEN ACCOUNTS. '

Open accounts need no special comment. They are merchandise liabilities,
with more or less flexibility in the time for payment, according to the position
of the firm and the custom of the trade. It is, however, a good idea, when
practicable, to find out to whom the general liabilities are principally due, in
order that one may know what kind of creditors the firm has to lean upon.
In making a careful investigation of a house that is not strong, this is a point
of great importance. We should know whose hands they are in besides our
own and what facilities they have besides those accorded by us.

LOANS OR DEPOSITS.

If they are items of any consequence, the particulars should be inquired into
closely; whether it is money of friends, family estate funds, deposits of em-
ployees, etc., and under what conditions of payment it is held. These items
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you can depend upon pretty surely as being preferred creditors in case of

failure.
MORTGAGES OR LIENS,

Mortgages or liens on real estate should be included in liabilities. Many
concerns make up their statements showing the equity in real estate only in
their assets, with probably merely a memorandum of the mortgages. This is
always for the purpose of making a better showing. But the more pleasing
effect to the eye should not be allowed to carry the impression into the mind.
Although it is customary to assume that the real estate in the assets will offset
the mortgages or liens on it, and while this is true to a certain extent, mort-
gages are liabilities, and when they become due, if the sale of the real estate
does not satisfy them, they remain a claim upon the general assets.

Another liability that should be shown in every statement is the amount of
bills receivable outstanding that have been negotiated with the endorsement or
guarantee of the firm. While the custom of merchants generally is to mark
such notes off, ceasing to regard them as either liabilities or assets and so
making up their statements, I think that conservative business methods should
call for this item among the liabilities of a mercantile house just as much as
with a National bank. .

This completes the list of liabilities, which should be deducted from the
total amount of assets to show the net worth of a concern. I also desire to
bring to your attention some other important features of a statement.

I think it is always of value to have over a firm’s signature the composi-
tion of the concern, giving the names of all the general partners and special
partners, with the amounts of special capital and the time to run.

INFORMATION ABOUT PARTNERS.

Information regarding the financial affairs of the different partners is val-
uable in cases where the principal means rest with their individual worth out-
side of the business. We frequently come across firms whose credit rating is
obtained on account of the outside wealth of some one partner when the
capital in the business {8 small. It is also important to know whether the
outside means of partners are in their own names and at the risk of the busi-
ness, or whether they consist of property in their wives’ names. Accommo-
dation endorsements are growing less frequent and I think they are looked
upon with less favor by merchants and bankers, and for that reason it is very
important that we should satisfy ourselves with direct and positive information
that the party to whom we give credit is not engaged in any such practice.
Both merchants and bankers are inclined to give more liberal credits direct
than they will on accommodation security, making it easy for any firm in reas-
sonable circumstances to get along without this method of procuring credit. -

When we are questioning a concern about themselves we should also in-
quire in how many different enterprises they or their partners are engaged.
One of the most frequent causes of disaster in business is the attempt to do too
much, and to do too many things at the same time is a still more aggravated
form of the same evil. We none of us have to go far from home for plenty

of such instances.
INSURANCE.

The insurance carried on both merchandise and real estate and the volume
of business done, are other important questions we should not leave out of our
catechism. The volume of business transacted, the capital employed and
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average time of credit granted, are the three factors whose proportion to each
other would show whether a statement is well balanced or not. For instance,
a large business on moderate capital, with long terms of credit, makes it neces-
sary for a concern to owe a good deal of money, and we should not be sur-
prised at large liabilities. A small business on short time, with & liberal
capital for conducting it, should make a statement with very small liabilities.

Another very important point is the regular times for balancing books, and
how often proofs are taken. I can recall numerous instances of failures
directly attributable to this cause.

BUSINESS EXPENSES.

Other very important items, and vital ones are expenses of conducting busi-
ness and the annual withdrawal of the partners. One firm that came under
my notice submitted a statement showing withdrawals by the partners
of nearly $100,000, with business expenses within a few thousand dollars of the
same amount. It would be a remarkable business that could stand for any
length of time a drain like this. One of our leading mercantile agencies made
some special investigations in the matter of business expenses for me with t- e
following result : Eleven concerns, not more than two in any one line of busi-
ness doing an annual trade of $109,000,000, showed expenses of $6,925,000, or
an average of about 61{ per cent. The percentages in the different lines of trade
were as follows :

Jobbing hardware, One houBe. .....c..eevuririrrirereenesncnsseseans
Jewelry, one house.......cceeeveereecasecnes . ..
Steam pumps, one house.............coeeeee
Rallroad snpphu and machinery, one house. .
Groceries (no liquor) two houses :

ONEe hoUBe.....ovviieiarirrarineesenanensnnanans

ONe houBe. ...cveviieiriiireiennasnsceassnocnnenns
groeerles (v;ltgbllig;or) onl;a DOUBE. cvvieereersrercnresacsosensansannnen 8

ry goods, jo! , tWo houses :
O‘Po vnth atlz‘mal bn?‘inesa of $40,000,000...... P 514

$10,000,000

Commission dry , one house with annual business of $10,000,000... 1i¢
Commission woolens, 0ne house. ........cvevevenreretosceenssecncasennns 23§

I also had the same statistics made up from statements made direct from

ten leading houses in representative lines of business with the following results :

Total anNUAL DUSINERS. .cvveriririrrererseererranocecanenensns $12,698,000
TOtAl X PONBOB. .. .ouuterrrrresaersressencaresessssssssssasannnns 900,000
Percentage of expenses to annual business, a small fraction over 7 per cent.
This distribution was as follows: ) per cent.
Retail dry goods, two houses, One.........ce. ceeeierenseercasennenes oo 20
ODE.....ovvrenscanannsnns Pereirnncnrnnnans 16.6
‘Wholesale groceries, two houses, one in New York 8.6
one in the West.......... . b
‘Wholesale hardware, one house...........ccoeveieiennns . 9
‘Wholesale clothing, tWo houses, OD®.......ccvieeeeireneresasesasesenns 5.7
One (reputed close-fisted and economical people).... 3.6
Wholesale tobacco, two houses, one.........cc.eeuu..s teeeesesanes . 3
one .
Manufacturing cigars, one house..........cvoveiiviiiercacecacenesenenens

It will thus be seen that the matter of annual expense on amount of sales is
a very important item, and should be carefully looked after as it is likely to
sap the resources of a firm before one realizes it. Another important question
is, what disposition is made of bad and doubtful accounts each year. The an- '
swer will draw out your customer’s characteristics in handling this side of his
business. Find out, if possible, what proportion, if any, of accounts and bills
receivable are past due, extended or renewed. The shape in which a statement
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is made up, I think is one of the best indications to be had from an outside
view of the business methods in the office of your applicant for credit. Some
statements come to hand clean, comprehensive and clear as day, others so
mixed up and befogged that you feel that you know less about the maker’s
condition after you have examined his statement than you did before it was
received. You may know less about his condition, but you know more about
his characteristics. The books of a merchant are his guide, and if a transcript
from his books fails to show you his position, it will also fail to show him.

I believe the effect of making statements to banks will produce better busi-
ness methods among the firms who make such periodical reports of their con-
dition. Their desire to make a good showing at the round up, will spur them
on to better efforts in pushing their business and hold them back from venture-
some operations that might extend their affairs beyond that which they know
their bankers would like to see. From own personal experience I know that
many officers of National banks are restrained from doing many things which
they would have no hesitancy in doing if they did not have over them all the
time, the fear of the Bank Examiner stepping in to look into their affairs;
consequently, by asking for statements the banks produce a better condition of
mercantile credit, to say nothing of protecting themselves from loss.

The commercial paper business enters largely into the calculation of our
large New York banks. There are seasons of the year when the regular
demand from customers is so moderate that the large surplus held by the
banks cannot be properly invested, and at such times, as a rule, call loans in
‘Wall Street are placed very low, and time loans yield but very little. It is
then that a thorough knowledge of commercial paper becomes more valuable,
and it is a well known facét that the most successful banks in New York have
achieved great prosperity by reason of intelligent purchases of commercial
paper. They alm to make these purchases fit closely into their maturities,
and arrange at all times, if possible, to have a few of them extend beyond a
four months’ limit, making a selection of four months’ purchases 8o as to have
equsal amounts for the various months within that space of time. The custom of
issuing single-name paper has grown largely within the last ten years, and
although it was adversely criticised in former days, it has proven to be a profit-
able source of investment for our banks. The first requisite, however, in
purchasing single-name paper, is a systematic mode of procedure in the
investigation of each name before buying as outlined in what I have already
said on this subject. The assistance of the broker who handles commercial
paper is a necessary and valuable aid to the purchasing bank, but no institution
should rely entirely on the word of a note broker as to the value of paper, but
the bank should make a careful investigation on its own account, and ascertain
through its own agents the strength or weakness of every name. YetIam
told that fully seven-eighths of the paper sold in New York to-day is purchased
upon the simple recommendation of the note broker. It would seem from this,
that busines is done in such a haphazard way by many of our most substantial
institutions that a discussion of ‘‘ Bank Credits" is most opportune and should
receive the careful consideration of us all.

Years ago, when it was the fashion to criticise single-name paper, it was
assumed that raising money in this way was a kiting operation. Many things
have brought about a change in public opinion, and to-day two-thirds of all
the paper purchased by our New York banks, it is fair to say, is single-name.



80 RHODES’ JOURNAL. [Jax.,

Single-name paper makes ne pretence to be any thing else but what it appears,
a simple promise to pay, based on a statement of facts which every intelligent
baoker should try to obtain bimself. Experience has taught that this simple
‘“promise to pay” is much preferable to so called ‘ double-name” paper,
which frequently includes elements of great accommodation for both maker
and endorser, and therefore cannot be probed to the bottom. Genuine double-
name paper, consisting of bills receivable given for an actual sale of goods is,
of course, a very satisfactory form of investment, but there are few trades,
nowadays, in which transactions are arranged so as to require settlement by
notes. The trades that have introduced this system of settlement by notes,
and have retained it, are largely the tobacco trade, jewelry trade, cigar trade,
rubber trade and trades which deal in staple products.

As stated before, the great bulk of business is done on op 'n accounts, and
the successful merchant in our day has nothing to show on his books but an
open account which is dated ahead some sixty or ninety days from date of
purchase,with the additional term of four months’ time given for settlement.
This very fact of long time makes it obligatory upon all classes of merchants,
especially commission merchants and manufacturers, to issue their own paper,
and to discount their purchases with its proceeds. This system puts in more
compact form the notes which come upon the market, and simplifies very much
the manner of doing business. If for each transaction the merchant gave his
note, which he now discounts, there would be no uniformity in price of
such note, and it would be handled in all possible directions and at all possible
prices. With the present facilities, the merchant in New York obtains his
money at the market rate, and discounts his purchases with the millin the East
or with the commission merchants in New York at whatever rate can be agreed
upon, and the obligation by which he has secured this money is held by the
large New York banks and throughout the country. I speak positively when
I state that the experience of the last six years in one of the prominent note
brokers’ offices in New York indicates total sales of more than $200,000,000,
and that the losses on that entire amount of sales to all the banks who have
purchased have been infinitesimally small, which proves that the proper inves-
tigation and close watching of credits makes the purchasing of commercial
paper one of the most profitable parts of our business.

A calculation made by the firm in question showed about the following
results : Two hundred and fifty millions invested in paper at the average rate
of 5 per cent. per annum, and all paper running about four months equals
about 1 2-8 per cent. on the total amount, or a profit, in round figures, of
$4,000,000. Deduct from this $4,000,000 the actual losses which were expe-
rienced by the banks during that period, in round figures $500,000 of this par-
ticular paper, and it will sbow a net result of $8,500,000 gained during this
space of six years’ time on the investment of $250,000,000, or, in other words,
one brokerage firm has sold in six years, $250,000.000 of paper; the paper has
averaged four months; the rate sold at averaged 5 per cent. The result has
been that the banks purchasing this paper have received $4,000,000 of dis-
count. The losses have been $500,000, the net return to the banks therefor
$8,500,000. The average holdings of the banks at any one time on the above
calculations have been $18,100,000, and the return to the banks the sixth part
of $8,600,000 per annum on an average investment of $18,100,000.

In buying commercial paper, an element enters into your purchases which
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does not exist in loaning moncy to the bank’s customers. In the latter case
you have, as I have stated, your account to guage his accommodation by, but
in buying paper on the open market you are obliged more than ever to guage
the line of paper which you will purchase of any concern by the position the
borrower occupies and his claims to credit of which I have spoken. You will
also be called upon to consider the question whether the borrower is entitled
to a monetary credit in the open market. Of course in buying all com-
mercial paper, one of the great beauties of the system is that we expect to be
paid when due, without being called upon to renew the notes. 1f through
ease of money a small concern should place its paper upon the market and
procure a monetary credit, in a tight money market such a concern would not
be able get money to meet its notes; consequently, we must always bear in
mind this question in regard to buying paper, and houses should never put
out paper unless they can do it all the time. People in trade do not like
concerns to be discounting when money is easy on account of being able to
borrow the money in open market, and then when money is tight stop dis-
counting, sometimes pay cash and at others give notes. Hence, a banker
should not foster, but should frown upon the habit of small houses, who are not
entitled to moneyed credit, of putting their paper on the market. j @G. C.

Statement Forms.—Attention is directed to the Forms, accompanying
Mr. Cannon's article, to be used by firms aud corporations asking credit. The
Forms are such as used by a prominent New York city bank, with some im-
provements adapted to the article. Form A (facetiously called the ‘' S8horter
Catechism ") I8 the one usually required of firms and individuals. Form B is
used when a more complete report is required; and Form C will furnish an
excellent report of a corporation asking credit.

Pennsylvania's Banking Department.

In his recent message to the Legislature, the Governor of Pennsylvania recom-
mends the following suggestions, submitted by the Bank Examiner.

First.—* The passage of an act providing that no company be permitted to loan
its money upon its capital stock.”’

Second.—** That loans beyond certain fixed per centum of the capital stock of
a company should not be permitted to be made directly or indirectly to any
officer, director, or employee of a company, except upon application to, and
approval of, the board of directors.”

Third.—* That no individual, firm, or unincorporated company be permitted
to use in the conduct of their business any name, sign or device resembling in
any respect that of a bank or any other financial corporation.”

Fourth.—* That foreign corporations desiring to do a banking, trust, or saving
fand business, or receiving deposits of money or valuables in this Commonwealth,
shall first obtain consent from the State therefor, and be brought within the super-
vision of the Banking Department.’’

Mfth.—‘ That the Banking act of June 8, 1891, be so amended as to empower
the Superintendent of Banking, or any examiner appointed by him, to administer
oaths for any purpose arising in the performance of his duty, and to make any false
statementthereon perjury, and to visit it with proper punishment upon conviction.’

Sixth.—** That a sufficient per diem penalty be imposed upon any company in the
jurisdiction of the Banking Department for neglect in complying with the call of
the S8uperintendent of Banking for report of condition, or any other special report
which he is empowered to require or publication thereof, within the time prescribed.

Seventh.—** That the S8uperintendent of Banking be empowered to appoint tem-
porary receivers pending proceedings when necessity arises for the taking possession
of any company within his jurisdiction, and their compensation be fixed by the
Court before whom the proceedings shall be held.””
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STATE BANK CIRCULATION.

[Brief editorial comment on Mr. Ballard’s article appears elsewhere in this issue.
Readers of the JOURNAL are requested to furnish, for publication, concise opinions on
the subject of State Bank Circulation. Criticism of Mr. B's deductions is also solicited.
—Editor JOURNALL.] -

The results of the Presidential election indicate that the country is ripe for
some relief to our currency system. An important plank in the Democratic
platform, the scope of which is well known to intelligent bankers, is that advo-
cating the repeal of the 10 per cent. tax upon circulation of State banks. This
recommendation does not, of course, dictate the method or the degree of the
repeal, but it embodies a sentiment working strongly in the minds of the people
for many years—viz.: that there has been something wrong with the currency
system prevailing since the Civil War. The feeling has been strong and grow-
ing stronger, and has been the secret of the activity of the greenback and
silver agitation. No one has had the courage until within a year or two to
point out with definiteness what the remedy really is. One reason of this has
been that ever since the inauguration of the National Banking System and
the legal-tender note, especial stress has been laid in argument upon the defects.
of the Btate banking systems prevalling before the war.

To see how this style of argument commenced it is only necessary to re-
member that the State bank circulation existing in 1868 and 1864 had to be
arbitrarily removed in order to make a place for the National bank currency
and the legal-tender note. This State bank currency was then in excellent con-
dition, and the arbitrary imposition of the ten per cent. tax for the purpose of
suppressing it could only be justified on the ground of necessity. The consti-
tutionality of this tax was only sustained on the rather doubtful ground that
Congress had the right to strengthen their pet system at the expense of a
power exercised by State banks without dispute for over fifty years. In order
to give color to the argument of necessity, all the disasters, frauds and losses
that had happened to State banks during the panics of 1814, 1819, 1837, 1840
and 1857 were raked up and dwelt on. No justice was done to the benefits
conferred by the State banking systems.

The National banking law was drafted from the banking laws of the
several States, and insured no better banking or no better service and safety
to the public than did the hanking laws of New York, Massachusetts, Penn-
sylvania, Ohio, Indiana, Illinois, Wisconsin, Louisiana and several of the
other States. From 1814 to about 1850 State banking was largely experi-
mental. Crude and imperfect laws in newly settled States, and the spirit of
speculation attendant upon the development of new territory, permitted many
banking frauds. By 1860, however, most of the defects had been remedied,
the dangers to be guarded against were well known, and had not the National
Banking System introduced by Secretary Chase swept away the right of cir-
culating State bank notes, the country would to-day have doubtless had a
most safe and effective system of State bank currency.

What is the radical defect in our present monetary system which causes
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the blind dissatisfaction, manifesting itself so frequently in the demand for
flat money and the demand for greater quantities of depreciated silver coin,
for which a return to State bank note circulation is believed to be a remedy?
The defect in the present system of currency is not in amount, for the per
capita is constantly increasing, but it is in its natural lack of capability to ad-
just itself to the functions a currency should perform alike for the benefit of
all classes of the people. Owing to defects in the way our currency is now
issued, and in the way it is distributed, certain classes of citizens and certain
localities receive greater benefit than others. These inequalities cause idle
surplus to accumulate in some places, while there is complaint of dearth in
others. As our laws now stand, all paper or credit money is issued by the
United States Treasury. The National bank notes need not count, as they
are gradually being withdrawn from circulation.

The only way in which paper money can leave the Treasury is by the pay-
ment of the debts or dues of the government. The only persons, therefore,
to-day having the power of putting paper money in circulation are those to
whom the Government owes something. The creditors of the Government
and their assigns are now the real controllers of the currency. The Govern-
ment pays largely by checks. These checks in process of collection accumu-
late at the financial centres, and these centres, therefore, have the first grip
upon all the issues of paper money. The system for accumulating money at
the financial centres is perfect, but the system of getting this money out into
the highways and byways of trade and enterprise is not so complete. The
financial centres lend only to those who have the highest credit. These again
to those whom they know to be good, and so on until the man who needs
the money in an outlying district is reached. This last man has finally to pay
a high interest, made up of the profits of all the intermediate persons or cor-
porations.

But this is not all. The money being first accumulated in the financial
centres, it becomes 8o much cheaper there that all enterprise is attracted to
those points. The improvement of any locality depends now on the power of
that locality to get money from the financial centres. Naturally the great
bankers who control these accumulations at the centres do their personal
work in the line of the least trouble and risk, and thus regular lines for loans
are established. The people who get into these runways are fortunate, others
who do not or cannot growl. In other words, the present system of issuing
and handling the currency of the country tends to create menopolies offcredit
and to deprive many citizens of the credit they could obtain under a less nar-
row system. The country grows rich under the present system, but the
wealth 18 not distributed as fairly as it would be under a system where credit
cannot 8o easily become the property of a class.

It is just this difficulty that a return to State bank circulation would
remove. The freedom to start local banks to issue a currency for local use
under such restrictions as the banking experience of the country has shown
to be necessary to safety, would at once start up a very large number of local
enterprises that cannot procure capital under the preseut system. Proper safe-
guards as to ample security back of the notes and counterfeiling must, of
course, be provided, and no bank started under these precautions will be apt
to loan money to unsound enterprises. It is very certain that under thispew
system the country would gain. Instead of depending on foreign credit for

3
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its currency, each locality could issue a currency on its own credit. This, it
is plain, would be much cheaper. Another thing is probable, that the banks,
at the money centres, would make more under the new system than they do
under the present one. A class of institutions for the purpose of selling
credit has grown up under existing conditions, trust companies, mortgage
companies, etc. These have come very much into competition with the banks.
They are really middlemen between the people and the banks who get the
currency from the latter and furnish to the former. When under the State
bank-currency system the people can in all cases go directly to the banks for
the currency they need, then these middlemen will disappear. As for plans
for making the circulation of the State banks safe, there will undoubtedly be
no lack of good ones, even if the whole matter were relegated to the various
State Legislatures.

The writer recognizes the great power exercised by the JOURNAL oF
BANKING in molding public opinion on monetary affairs, and trusts that its
readers will give unblased consideration to the subject briefly outlined in this
article. WILLIAM BALLARD.

To Prevent National Bank Failures.

National bank officials are greatly interested in the report that will be made by
Senator Chandler, Chairman of the Special Committee on Failed National Banks,
which was appointed to inquire into the causes of the failure of several National
banks, especially the Maverick National Bank, of Boston, and the Keystone and the
Spring Garden National banks, of Philadelphia.

The investigations of the committee have shown that in the first place there is
nothing wrong with the National bank system, but that the trouble has come
from the officials of the banks themselves in making loans that ought not to have
been made.

To a JOURNAL representative Senator Chandler recently said in substance as
follows :

‘“The committee will probably report that in the Maverick, the Keystone and
Spring Garden banks the trouble lay entirely with those who controlled them. In

, the Maverick Bank, for instance, the testimony shows that Asa P. Potter and other
officers of the bank borrowed money way beyond the legal limit, and in that case,
as well as in the cases of the Keystone and Spring Garden banks, of Philadelphia,
the Bank Examiners were practically bribed to make false reports to the Comptroller
so that the banks would be allowed togo on. We have found that large sums of
money have been loaned to the Bank Examiners by the banks so that the Examiners
could go into stock speculations. We have, in connection with the Maverick Bank,
fac-similes of the bank’s statements, with proofs of indebtedness dropped out by a
line being drawn through them on the bank’s statement. I do not know that the
Examiners did anything for which they could be punished, but the evidence shows
that they did not make correct reports. I know of no way in which a man can be
punished for not finding out something that is hidden from him. The law can be
changed, however, so as to prevent such failures as that of the Maverick Bank.
There we found, as I said before, thatthe trouble was owing to the overloans that
were made to the officers of the banks. I think that if the law was such that it ab-
solutely prohibited National banks from making loans to the President, the Vice-
President and the Cashier of these banks, and at the same time made exceedingly
stringent regulations as to loans to stockholders and Directors, such failures could
be prevented. The Solicitor of the Treasury has made such recommendations, based
on the information that has been secured in connection with the failure of these
banks, and the committee will probably reportin favor of them.’’
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BANKING LAW DEPARTMENT.

IMPORTANT LEGAL DECISIONS OF INTEREST TO BANKERS GENERALLY.

All the latest decisions affecting bankers rendered by the United States Courts and State
Oourts of last resort will be found in the JOURNAL'S Law Department as early as obtainable.
Attention is especially directed to the * Replies to Law and Banking Questions,” which are
also included in this Department.

OVER-CERTIFICATION—LIABILITY OF NATIONAL BANKS.
Supreme Court of the United States, November, 1892.
JENNIE M. THOMPSON, et al,, ve. THE BAINT NICHOLAS NATIONAL BANK.
A National bank is liable upon a check certified by it, notwithstanding that such cer-
tification was made in violation of the provision of law forbidding a National bank
to certify a check when it has not on deposit to the credit of tbe drawer theamount,
of the check.

In error to the Court of Appeals of the State of New York.

This was an action brought by John B. Thompson, in the Supreme Court
of the Btate of New York, against the Saint Nicholas National Bank of New
York, a National baoking association. The complaintalleged that on the 18th
of April, 1874, the plaintiff was the owner of 78 mortgage bonds, of $1,000
each, of the Jefferson, Madison and Indianopolis Railroad Company, and 20
mortgage bonds, of §1,000 each, of the Indianapolis, Bloomington and Western
Railroad Company, of the value of $150,000; that on or about that date the
defendant became wrongfully and illegally possessed of the bonds; and that,
before the suit was brought, the plaintiff demanded from the defendant the
possession of them, but the defendant refused to deliver up any portion thereof.

The answer of the defendant, set up that, at the time named in the complaint
and for a long time before, Capron & Merriam, bankers and brokers in the
City of New York, were customers of and regular depositors with the defendant,
and kept a large account in its bank; that it was the custom of Capron & Merriam
to procure call loans, advances and discounts from the defendant, for the bene-
it of themselves and also of their customers, and they pledged to the defendant,
as collateral security for such louns, advances and discounts, various bonds,
stocks and commercial paper, under an agreement on their part that in case they
should be at any time indebted to the defendant for money lent or paid to them
or for their use, in any sum, the defendant might then sell, in its discretion,
at the brokers' board, public auction or private sale, without advertising and
without notice, any and all collateral securities and property held by the de-
fendant for securing the payment of such debt, and apply the proceeds to that
object; that the bonds specified in the complaint were a part of the securities
80 pledged by Capron & Merriam to the defendant; that the defendant, at the
time of such transactions, did not have any knowledge in respect to any per-
son interested in such loans or in said securities, except Capron & Merriam,
and the latter having failed to pay such loans on proper demand, the defend-
ant proceeded to sell and dispose of said securities, pursuant to such agree-
ment, and gave to Capron & Merriam credit for the net proceeds thereof, and
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that there still remained due to the defendant, on account of such loans and
advances, after such credit, a large balance.

The plaintiff having died, and his executors having been substituted as
plaintiffs, the case was tried at a Circuit of the Supreme Court before a jury,
which, under the direction of the Court, found a verdict for the defendant.
The exceptions of the plaintiffs, taken at the trial, were heard in the first in-
stance at the General Term of the Supreme Court, on a case made by the plain-
tiffs, containing the exceptions. A motion for a new trial was made thereon
before the General Term, and was denied, with an order that the defendant
have judgment against the plaintiffs upon the verdict, with costs. The plain-
tiffs then appealed to the Court of Appeals, which affirmed the judgment and
remitted its own judgment to the Supreme Court, where a final judgment was
entered against the plaintiffs. The plaintiffs brought a writ of error.

The 93 bonds in question were all coupon bonds, payable to bearer. The
testator of the plaintiffs delivered them to Capron & Merriam, who were his
brokers, as margin for purchases of stock by them for his account. Capron
& Merriam pledged the bonds to the defendant, they being its customers, as
collateral security for the repayment of any indebtedness which might exist
at any time to it on their part. That pledge was made under a written agree-
ment, dated December 2, 1873, and signed by Capron & Merriam, which read
as follows: *‘‘ We hereby agree with the St. Nicholas National Bank of New
York, in the City of New York, that in case we shall become or be at any time
indebted to said bank for money lent or paid to us or for our account or use,
or for any overdraft, in any sum or amount then due or payable, the said bank
may, in its discretion, sell at the brokers’ board or at public auction or private
sale, without advertising the same, and without notice to us, all, any, and
every collateral securities, things in action, and property held by said bank
for securing the payment of euch debt, and apply the proceeds to the payment
of such indebtedness, the interest thereon, and the expenses of the sale, hold-
ing ourselves responsible and liable for the payment of any deficlency that
shall remain unpaid after such application.” Afterwards, the defendant paid
and advanced for Capron & Merriam large sums of money on the faith of the
bonds and of such other securities as it held for their account. They failed in
business on April 20, 1874, owing the defendant $71,920.17, for checks certi-
fied by it and outstanding, and for money paid by it up to the close of business
on April 18, 1874. On April 20, 1874, before the defendant heard of such fail-
ure, it paid $210 more, making a total debt of $72,130.17, which remained
unpaid. No notice or claim as to ownership of the 93 bonds by the testator of
the plaintiffs came to the defendant until May 5, 1874. The bonds came into
the possession of the defendant before it made the certifications of checks for
the account of Capron & Marriam, which were made on April 18, 1874 : and
the certifications were made on the faith of the deposit of the bonds and of the
other securities which the defendant held for the account of Capron & Mer.
riam. The defendant used its best efforts to procure as large a price as possi-
ble for all the securities which had been pledged to it by Capron & Merriam,
including the 93 bonds; but, after crediting to Capron & Merriam thg entire
proceeds of sales, there was a deficiency on their debt to the defendant of
about $1.800. No payment on account of such deficiency, and no tender or
offer of any kind in respect to said bonds, was ever made to the defendant by
the testator of the plaintiffs. This action was not commenced until April 18
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1880; or, until a period of six years bad elapsed after the bonds came into the
possession of the defendant.

At the trial, the plaintiffs asked the Court to direct a verdict for them on
the ground that the contract of certification of the checks by the defendant
was void, because it was unlawful, being a certification of checks drawn by
Capron & Merriam when they bad no money on deposit to their credit with
the defendant, and the defendant could not hold the 98 bouds as against
such unlawful certification ; and on the further grouud that the defendant did
not take the bonds in the ordinary course of business.

BLATCHFORD, J.: The Federal question thus involved is the only one which
we can consider on this writ of error. It arises under the Act of March 8, 1889,
ch. 185 (15 Stat., 335), which was the statute in force on April 18, 1874, and
read as follows: ‘It shall be unlawful for any officer, clerk or agent of any
National bank to certify any check drawn upon said bank, unless the person
or company drawing said check shall bave on deposit in said bank, at the time
sucb check is certified, an amount of money equal to the amount specifled in
such check ; and any check so certified by duly authorized officers shall be a
good and valid obligation agaiost such bank; and any officer, clerk or agent
of any National bank violating the provisions of this Act shall subject such
bank to the liabilities and proceedings on the part of the Comptroller as pro-
vided for in section 50 of the National Banking Law, approved June 8d, 1864,”
(18 Stat., 114, ch. 108). The provisions of that section 50 were that the Comp-
troller of the Currency might forwith appoint a Receiver to wind up the affairs
of the banking association. The provisions of the Act of March 3, 1869, are
now embodied in section 5208 of the Revised Statutes.

In repard to the Federal question involved, namely, the certification of checks
by the defendant for Capron & Merriam without baving on deposit an equiv-
alent amount of money to meet them, and the contention that the defendant
did not become a bona fide holder of the bonds in virtue of payments made in
the pursuance of the agreement with that firm, the Court of Appealsremarked,
in its opinion, given by RuGkR, Ch. J., that the statute of the United States
afimed the validity of the contract of certification, and expressly provided the
consequences which should follow its violation; that the penalty incurred was
fmpliedly limited to a forfeiture of the bank’s charter and the winding up of its
affairs; that it was thus clearly implled‘that no other consequences were intend -
ed to follow a violation of the statute; and that it would defeat the very policy
of an Act intended to promote the security and strength of the National banking
system, if its provisions should be so construed as to inflict a loss upon the
banks and a consequent impairment of their financial responsibility. The
Court then cited, to support that view, National Bank vs. Matthews (98 U. 8.,
621), National Bank vs. Whitney (108 U. 8. 99.) and National Bank of Xenia
vs. Stewart (107 U. 8., 676)

L * * * * * L » * * * »* * * *

The agreement of December 2, 1878, between Capron & Merriam and the
defendant, did not call for any act violating the statute. There was nothing
illegal in providing that the securities which the bank might hold to secure
the debt to it of Capron & Merriam should be available to make good such
debt. The statute does not declare void a contract to secure a debt arising on
the certifications which it prohibits.

In addition to that, the statute expressly provides that a check certified by
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a duly authorized officer of the bank, when the customer has not on deposit an
amount of money equal to the amount specified in the check certified, shall
nevertheless be a good and valid obligationr against the bank; and there is
nothing in the statute which, expressly or by implication, prohibits the bank
from taking security for the protection of its stockholders against the debt thus
created. There is no prohibition against a contract by the bank for security
for a debt which the statute contemplates as likely to come into existence,
although the unlawful act of the officer of the bank in certifying may aid in
creating the debt. In order to adjudge a contract unlawful, as prohibited by
-a statute, the prohibition must be found in the statute. The subjection of the
bank to the penalty prescribed by the statute for its violatton cannot operate
to destroy the security for the debt created by the forbidden certification.

If the testator of the plaintiffs had pledged the bonds to the defendant, he
could not, after receiving the defendant’s money, have replevied the bonds;
and after possession of the bonds had been given by him to Capron & Merriam,
and after they had been subsequently taken by the defendant in good faith,
neither he nor his executors can set up the statute to destroy the debt.

This construction of the statute in question is strengthened by the subse-
quent enactment, on July 12, 1882, of section 18, of the Act of that date, ch.
288 (22 Stat., 166), making it a criminal offense in an officer, clerk or agent of
a National bank to violate the provisions of the Act of March 8, 1869. This
shows that Congress only intended to impose, as penalties for over-certifying
checks, a forfeiture of the franchises of the bank and a punishment of the de-
linquent officer or clerk, and did not intend to invalidate commercial transac-
tions connected with forbidden certifications. Asthe defendant was bound to
make good the checks to the holders of them, because the Act of 1869 declares
that the checks shall be good and valid obligations against the defendant, it
follows that Capron & Merriam were bound to make good the amounts to the
defendant. It pecessarily results that the defendant, on paying the checks,
was as much entitled to resort to the securities which Capron & Merriam had
put into its hands, as it would have been to apply money which they might
have deposited to meet the checks.

Moreover, it has been held repeatedly by this Court that where the provi-
sions of the National Banking Act prohibit certain acts by banks or their
officers, without imposing any penalty or forfeiture applicable to particular
transactions which have been executed, their validity can be questioned only
by the United States, and not by private parties (National Bank vs. Matthews,
98 U. 8., 621; National Bank vs. Whitney, 103 U. 8, 99; National Bank of
Xenia vs. Stewart, 107 U S., 676).

The bonds in question came into the possession of the defendant before it
certified the checks. They were not pledged to it under any agreement or
knowledge on its part, or in fact on the part of Capron & Merriam, that sub-
sequent certification would be made. The certifications were made after the
pledge, and created a debt of Capron & Merriam to the defendant, which arose
after the pledge. The agreement of December 2, 1878, applied and became
operative simultaneously with the certifications, but independently of them,
as a legal proposition.

In Logan County Bank vs. Townsend (189 U. S., 87-7%), decided in March,
1891, after the present case was decided by the Courl of Appeals of New
York, this Court approved the decision in National Bank vs. Whitney (103 U.
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S., 99), and said that a disregard by a National bank of the provisions of the
Act of Congress forbidding it to take a mortgage to secure an indebtedness then
existing, as well as future advances, could not be taken advantage of by the
debtor, but ‘‘ only laid the institution open to proceedings by the Government
for exercising powers not conferred by law.”

Judgment uftirmed.

ASSIGNMENT OF DEPOSIT—CHECK—DEPOSIT SLIP—ORAL AGREEMENT.
Court of Appeals of New York, Second Division, October 1, 1892.
FIRST NATIONAL BANK OF UNION MILLS vs. JUDSON H. CLARK.

In the absence of assent by the bank, the giving of a check of a depositor does not
operate as a transfer or assignment of the debt created by making the deposit.

Nor does the delivery of a deposit-slip have such effect.

An assignment of the debt due from the bank to the depositor may be made by oral
agreement; aud the delivery of a check does not preclude the payee from showing,
aside from the check, an oral contract to transfer the debt itself.

In this case the evidence justified the jury in finding that there was no assignment.

This was an action on a check drawn by Sliney & Whelan on defendant,
a banker, in favor of plaintiff. Judgment was entered in defendant’s favor on
the verdict of a jury. This judgment was affirmed at General Term, and
plaintiff appealed.

PARKER, J. : John 8liney, of the firm of Sliney & Whelan, on December 5,
1882, gave to the plaintiff a deposit slip, of which the following is a copy :
‘¢ Deposited by Sliney & Whelan with Judson H. Clark, baaker, Scio, N. Y.,
December 5, 1882. Discount. $8,412.50. F. M. BaBcock.” Babcock was
in the employ of Judson H. Clark, and acted as his Cashier. At the same time
Sliney made and indorsed in the firm name, and delivered to the plaintiff, a
check, which reads as follows: ‘‘ 8cio, N. Y., December 5, 1882. Judson H.
Clark, banker: Ten days after date pay to the order of Sliney & Whelan
three thousand four hundred and twelve and fifty one-hundredths dollars.
$8,412.50. SLINEY & WHELAN.” The plaintiff thereupon paid to Sliney the
amount called for by the check, less 18 days’ interest thereon and exchange.
December 7th the plaintiff put the deposit slip and check together, and sent
them by mail to the defendant, who on or immediately after December 15th,
the day on which the check was made payable, returned the same to the plain-
tiff, with a letter advising that there were no funds to meet the check. Sub-
sequently plaintiff demanded payment of the defendapt, which was refused,
and this action was thereupon begun.

The defendant’s denial of liability was placed on two grounds: (1) That
Sliney & Whelan did not have on deposit with him on December 5th, or at
any time following, any sum of money whatever; (2) that Sliney & Whelan’s
pretended claim against the defendant was not assigned to the plaintiff. On
the trial, testimony on the part of the plaintiff was presented, tendiog to show
that on December 5th the defendant discounted a note for $8,500, made by
Knox Bros., and indorsed by Sliney & Whelan. but with the understand-
ing that the deposit should not be drawn against for ten days, and the deposit
slip given to Sliney represented the amount of the note, less the discount
agreed upon. Defendant testified that he told Sliney that he was not in a
situation to discount the note then, and Babcock, his Cashier, testified that
Sliney informed him that defendant. Clark, said he should leave the note
there, as he might be able to discount it in the future, and to figure ‘‘ the
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discount, and put it on a deposit slip,” which was done. But we need not
discuss the evidence in that regard, as the Court was not asked to direct a
verdict in favor of the defendant, and the jury were instructed to determine
whether the fact was as claimed by the plaintiff or as asserted by the defend-
ant. To such submission no exception was taken, and necessarily it cannot
now be urged that the jury should not bave passed on the question. The
Court instructed the jury that if they should find that the defendant did not
discount, or agree to discount, the note for Slincy & Whelan, then their ver-
dict should be for the defendant; but should they find for the plaintiff on
that proposition, then they should go further, and consider whether that
which took place between the plaintiff and Siiney amounted to an assignment
of Sliney & Whelan's claim against the defendant, for, if it did not, the
plaintiff could not recover. The plaintiff excepted to the charge in such
respect, and also to the refusal of the Court to charge the following request:
“*That there was no dispute as to what took place between Sliney & Whelan
and the plaintiff at plaintiff's bank at the time of the delivery of the papers,
and that what took place there amounted to an assignment to the plaintiff.”
As the verdict may bave been put on the ground that there was no assign-
ment to the plaintiff, we are required to consider whether the exceptions to
which reference bas been made were well taken. We are thus conducted to
an inquiry embracing all the details of the transaction which resulted in
plaintiff’s paying over to Sliney & Whelan the face of the check, less interest
and exchange.

We will first consider whether the giving of the check by Sliney &
Whelsn to the plaintiff for the full amount of the deposit operated as an
assignmentof thedebt. Assuming that Sliney & Whelan were depositors with
the defendant, the money after deposit made belonged to the defendant. Sli-
ney & Whelan’s right was a chose in action. The implied engagement on the
part of a banker to pay the checks of his depositor does not inure to the bene-
fit of the holder of a check, 8o as to enable him to enforce payment thereon
against the bank prior to its acceptance. In the absence of assent by the de-
positary, the giving of a check by & depositor does not operate as a transfer or
assignment of the debt created by making a deposit. (Harris vs. Clark, 8 N.
Y., 93; Ohapman vs. White, 8 N. Y., 412; tna Nat. Bank vs. Fourth Nat,
Bank, 46 N. Y., 87; Duncan vs. Berlin, 68 N. Y., 1561; Risley vs. Bank, 83
N. Y., 818.) Here there was not an acceptance by the banker. On the con-
trary, he refused to accept it; and it follows that the check did not operate to
transfer the debt. Neither did the delivery of the deposit slip have that effect.
The appellant calls it a  certificate of deposit,” but such designation is not
accurate. It is in fact what the witnesses for both plaintiff and defendant
assert it to be—a deposit slip or deposit check. The use of the deposit slip is
well understood. It constitutes an acknowledgment that the amount of money
named therein bas been received. It is a receipt, and nothing more. No prom-
ise is made to pay the sum named on return of the paper, nor is it expected,
either by the depositor or depositary, that it will ever be presented to the bank
again, unless a dispute should arise as to the amount of deposit, in which event
it would become important as evidence. It is not intended to furnish evidence
that there remains money in the bank to the credit of a depositor, but to furn-
ish evidence, as between depositor and depositary, that on a given date there
was deposited the sum named. It may all, or nearly all, be checked out at the
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moment of making the deposit slip, but the depositor will not be refused it on
that account, for long-established usage has fixed its status in banking as a
mere receipt,—an acknowledgment that the depositor placed the amount
named therein on deposit. It is not proof of liability, and it will not support
an action against the bank. (Hotchkiss vs. Mosher, 48 N. Y., 48%; 2 Daniel,
Neg. Inst., § 1704.) Sbould a suit be brought on the debt, however, it would
furnish evidence as to time of deposit and amount; but it has no other use, un-
less it be to assist in the settlement of a dispute out of Court. The delivery of
the deposit slip, therefore, did not operate to assign the debt. There was no
writing made or delivered to the plaintiff other than the check and deposit
slip, both of which we have already considered. An assignment of a debt
due may, of course, be made by oral agreement, and, if founded on a valuable
consideration, vests in the assignee a right to proceed in his own name to col-
lect it, (Risley vs. Bank, 8% N. Y., 818) and the delivery by a creditor of a
check upon his debtor for the whole or a part of a debt does not preclude the
payee from showing a parol contract, aside from the cbheck, to transfer the
debt itself. (Throop Grasn Cleaner Co. vs. Smith, 110 N, Y., 83-88.) But in
the converration had between Sliney and the plaintiff’s Cashier the debt was
not in terms alluded (o as intended to be assigned or transferred. The Cashier
testified, in part, that Sliney *‘ produced the deposit check, and told me he had
that much money in Clark’s bank; that it would not be available for ten days,
as he had agreed to wait, and he wanted to use the money that day. Hedrew
a check on Clark’s bank. and wished to have us discount those papers, and let
him bave the money, which we did, and paid bim the money.” To assume
that all of the evidence on that subject, considered together, would support a
finding of fact that Sliaey & Whelan intended to transfer, and the plaintiff in-
tended to acquire, the deht, is to adopt a view of the evidence as favorable to
the plaintiff as is authorized. That is precisely what the trial Court did, in
submitting the question to the jury for their determination. The plaintift,
therefore, cannot complain of the action of the Court in that regard.

USURY—COMMISSION TO TIRESIDENT—SUIT BY AN INSOLVENT
NATIONAL BANK.
Supreme Court of Illinois, November 23, 1892.
CHICAGO FIRE.PROOFING CO. et al, vs. PARK NATIONAL BANK.

If the President of a bank, in his individual capacity, enters into an agreement by
which he receives a commission for making a loan from the bank, and the bank
bas nothing to do with the agreement and receives no part of the commission,
the bank is not chargeable with usury.

Nor is it usury bv the bank that the President, as a condition of making the loan,
required the borrower to purchase certain worthless stock owned by him individ-

A su“l.tu;i bebalf of an Insofvent National bank can be brought eitherin the name of
the bank or the Recelver.
The Park National Bank entered judgment by confession against the Chi-
" cago Fire-Proofing Company and George A. Gindele. Defendants moved to
have the judgment opened and for leave to plead. The motion was denled,
and the judgment was affirmed by theappellate Court. Defendauts appealed.
CRra1q, J. (Omitting part of the opinion.)
The second usurfous transaction relied upon, as disclosed by the affidavit,
is substantially as follows: In March, 1889, the defendant company, being
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indebted to the bank on two promissory notes of $1,300 and $2,000, and re-
quiring an additional sum to enlarge its plant, applied to Parker, President of
the bank, for an additional loan of $5,000; that, after some negotiations,
Parker, as President of the bank, agreed to let afflant and said corporation have
said sum of $5,000 if he or they would pay Parker or said bank the sum of
$500 commission for making the loan in addition to the interest on the loan.
It is then set up in the affidavit that affiant, as President of said defendant cor-
poration and in his own individual capacity, executed a note, bearing date said
138th day of March, 1889, for the sum of $6,800 for which hereceived credit on
his bank book, whereupon he immediately paid said bank the said note of
$1,800, interest on said $6,800 for the period of 90 days at 8 per cent. per
annum, and said commissions, amounting to $500, as aforesaid. It was also
alleged in the affidavit that the note upon which judgment was entered is a
renewal of a part of the $6,800 note. We do not regard the facts set up in
this part of the affidavit sufficient to establish the fact that the bank contracted
to receive or did receive a sum of money as interest in excess of the amount it
was authorized by law to charge or receive. Whether the $500 commission
was under the contract to be paid to Parker or the bank is left entirely to con-
jecture. The affidavit alleges that Parker, as Presideat, agreed to make the
loan if he or they (the corporation) would pay Parker or the bank. If Parker
in his individual capacity entered into an agreement under which he was to
receive a commission for procuring a loan, and the bank had nothing what-
ever to do with the agreement and received no part of the money, it could
not be charged with usury. It nowhere appears that the bank received any
portion of this commission, but, on thecontrary, the affidavit discloses the fact
that the corporation received in its bank book credit for the entire sum of
$6,800, the full amount of the loan. Had there been nothing but the affidavit
before the Court, usury wasnot established; but Parker in his affidavitdistinctly
states that the $500 transaction was a personal matter between himself and
Gindele ; that Gindele paid him the money to procure the purchase of certain
stock; that the bank had nothing to do with the transaction, and received no
benefit from it.

The third ground relied upon to establish usury, as disclosed by the affi-
davit, is to the following effect : That Parker on May 7, 1890, owned stock
in defendant company of the par value of $1,000, but the stock had no real
value, but was worthless; that Parker insisted that Gindele should purchase
the stock for $500, which he did, giving his note therefor; that the real con-
sideration for the note was not the stock, but the note was given to induce
-Parker to renew certain notes held by the baok against the defendant com-
pany. There is nothing in this transaction which can be regarded as usu-
rious. The bank had no interest in the stock sold by Parker, nor did it receive
any part of the $500 paid by Gindele, nor was this $500 included in any of
the renewances. The transaction, when properly considered, amounted to
nothing more than a sale and transfer of certain stock held by Parker to Gin-
dele, for which the latter gave his promissory note, which he subsequently
paid. Neither the bank nor the defendant corporation had anything to do
with the transaction, and upon what ground usury can be predicated upon it
is not apparent.

The second ground relied upon to reverse the judgment is that the judg-
ment should have been entered in the name of the Receiver, and not in the
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name of the bank. After the'appointment of a Receiver, he no doubt had the
right to take possession of the assets of the bank, and collect the notes and
other obligations due the bank. But a note payable to the bank might be
sued in the name of the bank, or in the name of the Receiver, as he might
elect. (Kennedy vs. Gibson, 8 Wall., 506; Bank of Bethel vs. Pahgquiogque
Bank, 14 Wall., 885; Bank vs. Kennedy, 17 Wall , 19; Beach, Rec., §§ 472-
477.) Or the action might be brought in the name of the baok for the use of
the Receiver, but the fact that this course was not pursued does not affect the
validity of the judgment.

INSOLVENT BANK—RECOVERING DEPOSITS MADE AFTER ITS INSOL-
VENCY.
Supreme Court of Nebraska, October 20, 1892,
WILSON vs. COBURN.

The fact that a bank is insolvent, within the knowledge of its officers. and receives
the money of a depositor under circumstances which amount to a fraud upon him,
is not of itself sufficient to entitle the latter to preference from the funds of the
bank in the hands of an Assignee. He may follow his money while he can trace
and distinguish it, or the proceeds thereof, but not after it has passed into the
haods of the Assignee mingled with the other funds of the bank.

This was a petition by Henry Wilson against William Coburn, as Assignee
of the Bank of Omaha, praying to be made a preferred creditor, and for an
order for payment of his claim in full. A demurrer to the petition was sus-
tained, and claimant brought error.

The plaintiff flled with the County Judge of Douglas County a claim
against the Bank of Omaha, which had previously made an assignment for
the benefil of its creditors to the defendant in error, Sheriff of said county.
From this claim or petition it appeared that there was due to plaintiff in
error the sum of $107.58, and interest, being a balance deposited in such bank
prior to the assignment. It was further alleged that the bank was insolvent
at the time it received the deposit, within the knowledge of all of its officers,
and that the laiter received said money with the intention of cheating and .
defrauding the plaintiff in error. He asked to be declared by the Court a
preferred creditor, and for an order for payment in full out of any funds in
the hands of the defendant in error, as Assignee of said bank. To this petition
a demurrer was interposed, and sustaived in the County Court on the ground
that the Court had no jurisdiction of the subject of the action, and because
the facts stated did not constitute a cause of action.

Poer, J. (omitting part of the opinion) :

Under the allegations of the petition, is the claimant entitled to preference
over other creditors of the insolvent bank, or, in other words, does the peti-
tion state a cause of action? We think not. The rule on the subject is stated
by Judge Story, thus: ‘‘ The right to follow the trust fund ceases only when
means of ascertainment fail, which, of course, is the case when the subject-
matter is turped into money, and mixed and confounded in a general mass of
property of the same description.” (Story Eq. Jur., § 1259.) That the fore-
going rule is applicable to cases like this, where the funds in controversy are
the assets of an insolvent bank, is well settled. In Bank vs. tmith (21
Blatchf., 275; 15 Fed. Rep., 858), Judge Walluce, after remarking that the
property comes into the hands of the Receiver as a trust fand for the benefit
of all of the creditors, proceeds as follows: ‘‘It would be a violation of law
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upon his part to set aside any part of these assets for the complainant, unless
his portion is capable of identification, or being definitely traced and distin-
guished,” etc. Counsel for plaintiff in error rely with confidence upon the
case of Cragie vs. Hadley (99 N. Y., 181). We do not, however, regard that
case as authority. That was an action against the defendants for the proceeds
of a draft received for collection from an insolvent bank. The fund, there-
fore, was easily distinguishable from the other assets of the bank. It is evi-
dent, from subsequent cases in New York, that that case has never been
regarded as an authority in cases like this, where the money of the claimant
has been mingled with the other funds of the bank, and cannot be distin-
guished from other assets in the hands of the Assignee or Receiver. In 7e
North River Bank (14 N. Y. Supp., 261) is a case directly in point. The
Supreme Court therein, after showing that Cragie vs. Hadley was not authority,
for the reason given above, hold that the petitioner was not entitled to prefer-
ence, although he deposited his money on the forenoon of the day on which
the bank closed it doors, on the assurance that it was solvent, upon the ground
that it did not appear that the money had not gone into the general funds of
the bank, and because he had failed to impress upon the funds in the hands
of the Receiver the character of a trust. In Atkinson vs. Printing Co. (114 N.
Y., 168) the same distinction is made, and the Court say: ** The fact that the
. defendant became a creditor of the insolvent bank through the fraud of its
officers, and the bank a trustee ez malefisio, gave the defendant no right to
preference over the creditors unless it could trace and recover its property.”
And such is the law as recognized from the earliest history by the Courts of
Chancery. (Ryall vs. Rolle, 1 Atk., 172; Thompson's Appeal, 22 Pa. 8t., 16;
Perry, Trusts, § 128.) The judgment of the District Court is affirmed. The
other Judges concur.

BILLS OF EXCHANGE—AGREKMENT TO PAY ATTORNEY'S FEE—
NEGOTIABILITY.
1. 8. Circuit Court of Appeals, 8ixth Circuit. October 11, 1892,
FARMERS' NATIONAL BANK OF VALPARAISO vs. SUTTON MANUFACTURING
COMPANY.
A stipulation in a bill of exchange to pay an attorney’s fee after maturity does not
destroy the negotiability of the instrument.

TarT, J. (omitting part of the opinion):

The contract of acceptance is, by the face of the bill, to ‘““pay * = =
two thousand dollars, with interest at the rate of eight per cent. per annum
after maturity and attorneys’ fees, without any relief from valuation or ap-
praisement laws.” . The stipulation as to interest expressly applies only in case
the bill is not paid at maturity. The provision as to valuation and appraise-
ment laws cab, in view of the operation of such laws, have reference only to
the execution of a judgment or attachment on suit brought, and is, therefore,
also applicable only in case the bill is not paid at maturity. On the principle
of noscitur a sociis, it clearly follows that the agreement to pay attorneys’ fees
could only become operative after the bill had been dishonored. Such would
be the reasonable interpretation of the contract without the aid of the other
stipulations, for it is not usual or necessary to employ attorneys to collect bills
before they are due. In Procter vs. Baldwin (82 Ind., 877) it was held by the
Supreme Court of Indiana that in a promissory note in which the maker
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agreed to pay an amount certain, ‘‘ with ten per cent. interest and attorneys
fees,” the condition was implied that only such attorneys’ fees could be charged
against the maker as were incurred after dishcnor. That was a stronger case
than this. In Mazwell vs. Morehart (66 Ind., 801) the words, ** with interest
at ten per cent. per annum after maturity and attorneys’ fees,” were similarly
construed. See, also, Garver vs. Pontious (1d., 191.)

Lest it may be supposed to bave escaped our attention, a statute of In-
diana, which took effect March 10, 1875 (Section 5,618, Revised Statutes
of Indiana, 1881) should be noticed in this connection. It reads as fol-
lows :

“Attorneys’ Fees. Any and all agreements to pay attorneys' fees upon any con-
dition therein set forth, and made a part of any bill of exchange, acceptance, draft,
promissory note, or other written evidence of indebtedness, are hereby declared
illegal and void : provided, that nothing in this section shall be construed asapplying
to contracts made previous to the taking effect of this act.”

Our construction of the bill in suit is that the ajtorneys’ fees therein pro-
vided are payable only on condition of non-payment of the bill at maturity,
and this might seem to bring the stipulation within the inhibition of the
section just quoted. That the section is not to be regarded as having such
effect is authoritatively settled by the Supreme Court of the State in Church-
man vs. Martin (54 Ind., 880), where it was held that a stipulation to pay
the amount of the note ‘‘and flve per cent attorneys’ fees” was not void
under the statute, although there was an implied condition that they should
only be payable in case of dishonor, because the statute only forbade such
stipulation when the condition was expressed in the instrument. As the con-
dition is not expressed in the bill in suit, but is implied, the statute does not
apply to it.

The law of bills of exchange, established as it has been by ancient usage,
is frequently arbitrary, and not deducible from logical considerations. Upon
the point at issue here, however, the authorities are in such hopeless conflict
that we are able to select that view which seems to us most consistent with
the general character of such instruments. The indispensable qualities of a
bill of exchange are that it shall be payable in a sum certain, at a time certain,
to a person certain. It is intended to be a circulating medium until maturity.
For this purpose every purchaser must know exactly what will be, or ought
to be, paid on it at maturity. It only has currency on the hypothesis that it
is to be paid at that time. If the sum then to be paid is fixed and certain, we
do not see why that is not sufficient. A stipulation as to what shall be done
in case the bill is not paid does not affect its character as a financial medium
before it is dishonored. As soon as the bill is dishonored, it loses its value as
a negotiable instrument, for thereafter an indorsee gains no better title than
his transferrer. It is unreasonable to hold that the negotiability of a bill is
lost because of a provision having no effect while it remains negotiable.

As already intimated, it is impossible to reconcile the authorities. For
the reasons given we prefer to follow those Courts which hold that the agree-
ment to pay attorneys’ fees after maturity does not destroy the negotiability
of a bill of exchange. We are the more inclined to do so because we are
considering an Indiana contract, and this view has been established as the
law of that State in a series of decisions, beginning with Stoneman vs. Pyle
(85 Ind., 103). The other cases are Proctor vs. Haldwin (82 Ind., 877); Tuley vs.
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MecClung (67 Ind., 10); Mazwell vs. Morehart (66 Ind., 801); Smock vs. Ripley
(62 Ind., 81); Hubbard vs. Harrison (38 Ind., 823).

The Court of Appeals of Kentucky reached the same conclusion in Gaar
vs. Banking Co. (11 Bush, 186); the S8upreme Court of Iowain Sperry vs. Horr
(82 Iowa, 185); the Supreme Court of Kansas in Seaton vs. &corsll (18 Kan.,
484); and the Supreme Court of Illinois in Ntckerson vs. Sheldon (88 111., 372),
and in Houghton vs. Morrison (29 Ill., 244). Judge PARDEE, of the Fifth Cir-
cuit, in Adams vs. Addington (16 Fed. Rep., 89), and Mr. Juslice BREWER,
while Circuit Judge, in Hughitt vs. Johnson (28 Fed. Rep., 865), expressed the
same views., Other authorities to the same effect are Zrader vs. Chidester
(41 Ark., 242), Heard vs. Bank (8 Neb , 10), Dietrich vs. Bayhs (23 La. Ann.,
767), Howenstein vs. Barnes (5 Dill., 482), Bank vs. Fuvua (Sup. Ct. Mont., 28
Pac. Rep.. 201). See, also, Towne vs. Rice (122 Mass., 67), and Arnold vs.
Railroad (5 Duer, 207). The contrary decisions in Dakota, Minnesota, Wis-
consin, Missouri, South Carolina, North Carolina, California, Pennsylvania,
Maryland, and Michigan, it would be useless to consider or to attempt to
distinguish.* .

*8ome of the cases holding that a stipulation for an attorney’s fee will render the
instrument non-negotiable are Woods vs. Novth (84 Pa. 8t., 407); First Nat. Bank vs.

Gay (63 Mo., 88); Jones vs. Rodatz (21 Minun., 240); First Nat. Bank vs. Larsen (60 Wis.,
206); First Nat. Bank ve. Bynum (84 N. C., 24).

NOTICE TO BANK—EKNOWLEDGE OF PRESIDENT.
Supreme Court of North Carolina, October 19, 1892.
LE DUC vs. MOORE, et al.

The discount committee of a bank consisted of the President and Cashier. They dis-
counted a note on which the President was the payeeand endorser: Held, that the
bank had notice of the equities existing in favor of the maker at the time of such
discount.

This was an action by W. G. Le Duc, as Receiver of an insolvent bank,
against James I. Moore and E. F. Moore on a promissory note. From a judg-
ment for plaintiff, defendants appealed.

SHEPHERD, J. James I. Moore executed a promissory note to E. F. Moore,
who, for value and before maturity indorsed it, for his own benefit, to the
plaintiff bank. The said E. F. Moore was the President of the bank, and he,
together with the Cashier, by the custom of the bank, alone constituted its
discount committee. The said Moore actually participated as a member of
such committee in the discounting of the said note. The question presented
is whether the bank is affected with notice of any defense existing in favor of
the maker as against the payee at the time or before notice of the indorsement.
In Bank vs. Bergwyn (110 N. C., 267) it was held that a bank was not affected
with constructive notice by reason of the actual knowledge of its President,
when the latter was dealing with it in his individual capacity, and not acting
officially for the bank in any manner concerning the particular transaction. In
the opinion of the Cuurt it was stated that the principle upon which rests the
doctrine of comstructive notice in such cases is that agents are presumed to
communicate all such information us they may acquire in the line of their
duty to their principals, because it is their duty to do so, but that no such
presumption can exist where the agent is dealing with the principal in his own
behalf. ‘ His interest is opposed to that of the corporation, and the presump-
tion is, not that he will communicate his knowledge of any secret infirmity of
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the title to the corporation, but that he will conceal it.” (Barnes vs. Gas Light
Co., 27 N. J. Eq., 83.) Whether tha bank would have been affected with
constructive notice had the President acted in his official capacity in discount-
ing the paper in which he was knwon to be interested is a point we did not
undertake to determine, though, upon a cursory examination, it seeemed to us
that the authorities were in favor of the proposition.

A more careful investigation, however, of the subject discloses much con-
flict of judicial decision, withjmany very respectable authorities sustaining the
opposite view. Upon so important a question involving the rights of other
possible litigants, who have had no opportunity of being heard, we forbear the
expression of an opinion at this time; for even admitting that, under ordinary
circumstances, the latter doctrine is the correct one, and the bank would not
be affected with notice, the reason of the principle would forbid its application
to the facts of the present case. The principle is based upon the presumption
that a majority of the members of the discount committee, being aware of the
adverse interest of their associate, were in no way influenced by him in their
action, and, as he was treated as a stranger to the bank in the particular trans-
action, it would be unfair to assume that he imparted his knowledge to its
officials. In other words, the theory is that he cannot be considered, in such
a case, as having acted influentially as an officer of the bank. Our case is
quite different, as here the discount committee consisted of Moore and the
Cashier alone, and it required the active official participation of the former in
order to discount the paper. Here, then, we have as undisputed facts the
active and essential participation of the President as a Director, and also his
actual knowledge. This leaves no room for the operation of any presump-
tion, and the bank cannot escape its lability for the misconduct of one whom
it has placed in such a highly responsible position. If loss must ensue by rea-
son of the bad faith of Moore, it would seem clear that it should be borne by
the bank, which, by reason of its selectivn of an improper agent, has caused a
loss ‘* which would not bave resulted if the instrument employed by it had
come up to the standard of good faith which it is one of the great objects of
the law to secure in c6mmercial dealing.” (Morse, Banks, 110). There must
be a new trial.

PROMISSURY NOTE—STIPULATION FOR COLLECTION FEE.
Supreme Court of North Carolina, December 6, 1892.
TINSLEY vs. HOSKINS.
A stipulation in a promissory note for a collection fee is vold as agairnst public
policy.*

This was an action by James G. Tinsley & Co. against Jesse F. Hoskins,
originally brought in Justice's Court, to recover $15.22 paid by plaintiffs as
attorneys’ fees in an action against defendant on a promissory note, stipulating
that, ‘‘in case this note is collected by legal process, the usual collection fee
shall be due and payable therewith.” From a judgment in defendant’s favor,
plaintiffs appealed.

SnHEPHERD, C. J.: The defendant executed to the plaintiffs a promissory
note for the sum of $146.85, payable on the 1st of July, 1889, ‘‘ with legal
interest from maturity,” and it was stipulated therein ‘‘that, in case this note

* Bee Farmers' National Bank of Valparaiso vs. Sutton Manufacturing Company
in this number of the JOURNAL.
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is collected by legal process, the usual collection fee shall be due and payable
therewith.” The sole question presented for review is whether such a stipula-
tion is valid and enforceable. The point has never been passed upon by this
Court, and there is some conflict of judicial decisions upon the subject in
other States. We think, however, that the ruling of his Honor is sustained
by the better reasoning, as wel! as by a decided preponderance of authority.
In Bank vs. Sevier (14 Fed Rep., 662) it is declared that ‘‘such a provision is
a stipulation for a penalty or forfeiture, tends to the oppression of the debtor
and to encourage litigation, is a cover for usury, is without any valid con-
sideration to support it, contrary to public policy, and void.” To the same
effect are the cases of Myer vs. Hart (40 Mich., 517), Toole vs. Stephen
(4 Leigh, 581), Boozer vs. Anderson (42 Ark., 167), Shelton vs. Gl (11 Ohio,
417), Martin vs. 1rusteces (18 Ohio, 250), Dow vs. Updike (11 Neb., 95). In
Bullock vs. Taylor (39 Mich., 187), Justice Cooley uses the following very
forcible language : ‘‘ A stipulation for such a penalty, we think, must be held
void. It is opposed to the policy of our laws concerning attorneys’ fees, and
it is susceptible of being made the instrument of the most grievous wrong and
oppression. It would be idle to limit interest to a certain rate, if, under
another name, forfeiture may be imposed to an amount without limit. The
provision in those notes is as much void as it would have been had it called
the sum unpaid by its irue name of forfeiture or penalty.” In Witherspoon
vs. Musselman (14 Bush, 214) the agreement was to pay a reasonable attorney’s
fee in the event of the note being ‘‘ collected by suit.” The Court placed its
refusal to enforce such contracts upon the ground that ‘‘ they are not only in
the nature of penalties, but that they are contrary to public policy, and tend
to encourage litigation.” A discriminating writer in the American Law
Review (volume 16, p. 858) remarks: ‘‘ It seems to us to be more consistent
with public policy to consider all such agreements as absolutely void. They
can readily be used to cover usurious agreements, and excessive exactions may
be made under the guise of an attoroey’s fee.” Mr. Daniel, in his work on
Negotiable Instruments (volume 1, § 62a), expresses the opinion that, ‘‘ unless
there be some statute under which such stipulations are permissive, it certainly
tends to the oppression of debtors to sanction their incorporation in commer-
cial instruments; and they are therefore against the policy of the law, and
void.” In consideration of the foregoing authorities, and in view of the serious
evils that may result from such an innovation, we are of the opinion that
stipulations like the one now sued upoo, when fncorporated into obligations
of this particular character, are agains¢ public policy, and therefore invalid.
Judgment atfirmed. o

NATIONAL BANK—TAXATION OF.
Supreme Court of New Jersey, November 4, 1892,
STATE (DE BAUN, PROSECUTOR) vs. SMITH, COLLECTOR.
Shares of stock in a National bank cannot be taxed by any State, except that within
which the bank is located.

Certsorari by the State on the relation of Christian A. De Baun against
Andrew H. Smith, Collector of Washington township, to set aside certain
assessments for taxes made in the township of Washington, Bergen County,
where relator resided, among which was an assessment on stock in the
National Bank of Commerce, located in the city of New York.

DixoN, J.: The Federal statute for the organization of banking associations
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permits shares in them to be taxed under authority of the State within which
the bank is located, and expressly provides that shares owned by non-residents
of the State may be taxed in the city or town where the bank is located,
and not elsewhere. This statute, by fair construction, excludes all State taxa-
tion of the shares of stock, except such as it expressly permits, and this ex-
clusion is constitutional and valid. (Van Allen vs. Assessors, 8 Wall., 578 ;
Bank vs. City of Newark, 39 N.J. Law, 880.) Consequently, shares of stock
in a National banking association cannot be taxed by any State except that
within which the bank is located. They are withdrawn from taxation under
the authority of other States. (Zappan vs. Bank, 19 Wall,, 480.) The taxes
complained of must be set aside, 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 he answered in this Department.

A reasonable charge is made for Special Replies asked for by correspondents—to be sent
promptly by mafl. See advertisement in back part of this number.

Edttor Rhod¢s' Journal of Banking: ’ OBKOLOOSA, Kans., Dec. 31, 1692,

StR:—The Jefferson County Bank issued a draft in the usual way on the National
Bank of Commerce, of Kansas City, Mo., in favor of Mrs. L. Peterson of Lawrence,
Kans., and placed thedraft with letter of advice in a letter addressed to Mrs. L. Petter-
son, Lawrence, Kans. (her number was not known.) This letter and contents was
received by another Mrs. L. Petterson, who had the draft cashed at the Watkins
National Bank of Lawrence, Kans., and that bank forwarded the draft to the Nationa|
Bank of Commerce, Kansas City, Mo., (our correspondent) and they charged the
draft up to our account, we protesting against the payment on account of forgery.
The draft had, as we suppose, been received and charged to our account before
we bad any notice. Who is responsible, and who should bring suit, and who should
be made defendants? TERRY CRITCHFIELD, President.

Answer.—The indorsement being a forgery, the Kansas City bank has no
right to charge the draft against the Jefferson County Bank (Roberts vs.
Tucker, 16 Q. B., 500 ; Morgan vs. Bank of the State of New York, 11 N. Y.,
404; Welsh vs. German-American Bank, 78 N. Y., 424; Dodge vs. Nat.
Bachange Bank, 80 Ohio, 8t. 1.), unless there was neglect on the part of the
latter to give due notice of the forgery. If this notice was given promptly,
the right of the Jefferson County Bank to recover of its correspondent
is perfectly clear. (Leather Manufacturers' Nat. Bank vs. Morgan, 117 U. 8.,
96; Hardy vs. Chesapeake Bank, 51 Md., 562; Pratt’s Manual of Banking Law,
58.) Such bank, therefore, need not look beyond such correspondent. The
Iatter, however, would probably have a right of action over against the bank
which cashed the draft, and forwarded it; or could sue the person who got
the money on it.

Edttor Rhodes’ Journal of Banking : CLEVELAND, N. Y., December 26, 1892,
SIR :—A firm of bankers receives a three days’ draft, subject to protest, drawn on
a company, the partners in which are twelve miles away. Should the draft be pre-
sented personally, in order to protest for non-acceptance? If notified and refused
by mail, how then? L. A. FERRIS, Asst. Cushier.
. Answer.—Whether the draft would require to be presented the drawees
personally would depend upon its terms. If it was made payable at a parti-
cular place, then presentation at that place would be sufficient; but if not
so drawn then it should be presented at the place of business of the drawer.
(Adams vs. Leland, 30 N. Y., 809, 311; Holte vs. Boppe, 87T N. Y., 684,) Itis
4
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well settled that a declaration of a drawee or acceptor that he will not accept
or pay will not dispense with presentment. (Byles on Bills, 216 ; Bank vs.
Spencer, 5 Metc., 808 ; Lang vs. Young, 8 English, 401).

Editor Rhodes’ Journal of Banking: KEARNEY, Neb,, Nov. 25, 1892.
SiR:—In the following draft who is payee, and is the same person who draws the
draft ever the payee ?

KEARNEY, Neb,, Nov. 11, 1892,
At sight, pay to the order of the City National Bunk, Kearney, Neb,, twemy-
two and 37-100 dollars, with exchange, value received, and charge to account of
Henthorn & West, Kearney, Neb. BUTLER Bros.

Please answer 1n your Banking Journal. K. R. ANDREWS

Answer.—The payee of the draft is the City National Bank. It very fre-
quently happen that the drawer of the draft is the payee. This is so in all
cases where the drawer makes the instrument payable to his own order. In
the case stated in the inquiry if the draft had been payable to the order of
“* ourselves” or to the order ‘ Butler Bros.”, which would have been perfectly
proper, the drawers and payees would have been the same.

Editor Rhodes' Journal of Banking: VINCENNES, Ind., December 15, 1592,
81K:— A National bank with a capital stock of one hundred thousand dollars,
becomes insolvent. The liabilities exceed the collectible assets by fifty thousand
dollars. Fifty thousand dollars of the stock i8 owned by solvent parties ; the other
fifty thousand by insolvent parties. Are the solvent stockholders liable for the entire
deficiency ? SUBSCRIBER.

Answer.—It has been decided by the Supreme Court of the United States
that the amount contributed by each stockholder should bear the same
proportion to the whole amount of the deficit as his own stock bears
to the whole amount of the capital stock at its par value, and that the sol-
vent stockholders cannot be made to contribute more than their proportion
to make good the deficiency caused by the insolvency of other stockholders
(United States vs. Knoz, 102 U. 8., 422). In the case stated, therefore, the
solvent stockholders could be required to contribute only $25,000, notwith-
standing that the total deficit is $50,000.

Decline in the Interest Rate.

The decline in the rate of interest during the past decade, according to a recent
census bulletin, is worthy of note. With the exception of the National bonded
debt, the average interest rate has decreased over 80 per cent. The Government had
no option on its 414 and 4 per cent. bonds, or the interest could have easily been
reduced by refunding to probably less than 3 per cent. From lack of such option a
high rate of interest is also maintained in many of the States and municipalities.
The city of New York sold in 1889 $12,931,638long-time bonds at par or above, though
bearing only 214 per cent. interest.

It is believed, that could all the bonded indebtedness of the country have been
refunded in 1890 at the best rates obtainable, in bonds worth par in the market, the
average rates would have becn little, if any, in excess of 3.75 per cent., or a reduc-
tion of at least 1.5 per cent. in the decade, an annual saving in interest on the debt,
as it stood in 1880, of $42,406,480. The interest on every $1,000 of assessed valuation
in 1880 was 8.76 ; in 1890 only 23.84, or over 56 per cent. less.



How to Determine the Value of Paper Offered for

Discount.

LOANING THE BANK'S MONEY ON COMMERCIAL PAPER.

We hereby offer a cash PRIZE OF $100 for the best
descriptive article on the subject stated in the above heading.

Here are the conditions of the competition :

1.

The article to be prepared by some one connected with a
bank (or banking firm) either as an officer, director or
clerk.

Space allotted, not over eight pages of the JOURNAL.
Every paper presenting new ideas on the subject, without
regard to its length (short articles preferred) will be published
in RHODES' JOURNAL OF BANKING, provided the terms of
the competition are complied with. The Editor and Asso-
ciate Editor will carefully examine each paper submitted
before publication.

. Each contestant to affix a sign word to his article, and

send his real name to the Editor of the JOURNAL. No
names will be given until the contest is decided.

When the series is completed we will ask the JOURKAL'S
readers to indicate on a postal card the article entitled to
the prize, each subscriber being entitled to one vote. The
voting will be limited to four weeks after publication of
the final paper, when the cards will be counted and the
name of the successful contestant duly announced in the
JOURNAL.

Attention s directed to the article in this number, page 26,
although it will not be in the competition.

As a general proposition the methods and machinery of Loaning
on Commercial Paper should be strictly adhered to. ‘How to
Determine the Value of Paper Offered for Discount” is the general
caption—and contestants should stick to the text.

BRADFORD RHODES & CO.
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THIRTIETH ANNUAL REPORT OF THE COMPTROLLER
OF THE CURRENCY.

A. B. HEPBURN, COMPTROLLER.

The year covered by this report ended October 81, 1802. The crop of 1891 was
phenomenal in all the great staples produced by this country, and at the same time a
partial failure of the cereal crop in Europe created an unusual demand for our food
products. The total value of our merchandise exports for the fiscal year ended July
1, 1802, exoeeded one billion dollars—$§1.080,835,000.

1801, 1862,

o —— — i_ -
The merchandise balance of the United States (excess of ‘
exports over imports) for the fiscal year enaed July 1 ... am.ses,ooo $202.914,000
Excess of exports over imports, gold and silver.......... o 08,000 8,862
Trade balance........ e ereeaeeseneneetianse seh sreaas ' 8112.268,0(!) $216,268,000

The remarkable feature is that we were oompelled to add to anexport merchaud!se
balance of $242,000,000 over $86.000,000 in gold and silver.

Europe's short crop followed a serious financial crisis, which unsettied values, dis-
turbed confidence, and entailed heavy losees. Instead of paying for our cereals from
their surplus, they were obliged to draw upon their principal.

1o a ncrmal conditfon ot affairs this large merchandise balance in our favor would
have resulted in large gold imports; instead, they sent us our securities.

The interest upon American securities held abroad aggregates a large amount, and
its payment forms a continuous factor in international bulances. The return of any
portion of our securities increases our wealth at home, and the retention of the earn-
ings of such securities adds to our home prosperity. The absorption and assimilation
of g0 large an amount in 8o short a period of time may have produced temporary dis-
turbance, but the permanent effect is beneficial.

The financial needs of Russia, and the accumulations of gold by Austria-Hungary,
with a view to the resumption of specie payments upon a gold basie, caused a premium
to be paid for gold exports, and was en important cause of its outflow.

Distrust of our monetary legislation, and the fear on the part of Europe that we
were drifting toward a silver basis, also had an important influence upon gold exports.

The National banks held on September 80, 1892, nearly $22,000,000 more goid than on
S8eptember 25, 1891, This, coupled with thg known fact that many State banks and
trust companies have also fortified themselves with a gold reeerve during the year,
shows that the fear that we were drifting toward a silver basis was not confined to
foreigners.

All periods of monetary stringeuncy, which necessarily restrain and curtail business
ventures, are followed by a plethora of money.

On June 18, 1862, the total deposits in the assoclated banks of the city of New York
were $543,063,100. The highest amount ever reached hefore was $455,308,900 on December
28,1891. The same plethora of money existed inall mouey centers; the rate of interest
for the year averaged, on demand loans, 1§ per cent. to 3 per cent., and time loans and
commercial paper ranged about 2 per cent. higher.

The cholera at home and abroad, with attendant quarantine restrictions, has held
trade in fetters, and, to some cxtent, impaired the business of the year. The vigorous
measures adopted by our authorities reduced it to control and kept ita baleful influence
at a minimum.

With conditions fn the United States favorable for a year of unusual prosperity,
speculation has been held In check and business kept within conservative limits. The
lessons taught by the monetary stringency of 1880—°91, which tell so heavily upon all
whose business was too much extended, have not yet been forgotten. A hardening
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process has obtained, and yet the record of the year covered by the report character-
izes it as one ot growth and prosperity.

COMPARATIVE STATEMENT OF THE CONDITION OF THE NATIONAL BANKS
WITH RESPECT TO CERTAIN ITEMS AT NEARLY CORRESPONDING DATES
FOR THE YEARS 189) AND 1892.

1891. 1092, Inciease. Decrease.
Number of banks in existence Oct. 31 3.60¢ 3,788
Capital stock................ooviiininnn $084,755.885  $603.808,685 $9,112,800 ...
Bonds deposited to securecirculution 152,850,350 164.883.000 11,932,650 ...
Bank notes outstanding............... 172,184,558 172,432,148 247,

Lawful movey deposited with the
Treasurer United States to redeem
circulation outstanding . 35,430.721 25,101,083  ........

Surplusand undivided proﬂtﬂ Septem- .
ber 25 and 30, respectively.. ...... 830,861,159 340,524,179 9,663,020

Tndividual deposlts Scptember 25 and

1,588,318,081 1,765,422,883 177,104,902

30, respectivelv......
Bank deposits September 25 and 30,
respectively.....o.eeviiiiiiiinniannes 430,594,774 5 0,853,202 100,068,428 ............
Total resources Septeinber 256 and 30,
respectively...... .. ........ Ceeeeans 3,213,080,271 3,510,004,807 297,014,626 ............
The above table shows a large dccreéém the Jawful money deposit to redeem
circulation. The net circulation outstending has increased $10.487,228 during the year.
The following table shows the total cash held by National banks including 5 per
cent. redemption fund, and mutilated currency in process of redemption for the years
1891 and 1892,

1881. | 1802, Increase. | Decrease.
' |
Bills of other National banks| $19,001,167.00 $19.557,474.00 ' ceiven e $433,608.00
Fractional parer currency,
nickels and cents 867,462.37 934,648.37 $67,186.00 |  ..........
Specie, viz: ' .
Gold coin......coveriiinnnn 84,464,847.24 1 95.021,852.77 10,567,605.53
Gold Treasury ccrtificates.|  60,173,670.00 71,050,180.00 ©  10,876,510.00
Gold clearing-house cer- !
tificates................ . 7.800,000.00 7,860,000.00 | 560,000.00 | ..........
Sfiver dollars.............. 6,348,573.00 8,715,084.00 496,611.00 | ..........
Silver treasury certiticates, 20,400.735.00 22.993,451.00 2,688,716.00 | ..........
Silver fractional coin...... 4,818,760.67 5,405.710,92 5r8,960.26 |  ..........
Legal-tender botes 97,615,608.00 | 104,267,945 00 6,652,837.00 | ..........
Unlted States certificates of
deposit for legal-tender
NOTES. ...cuuernrnreeiinesnnns 15,720,000.00 ‘ 18,995,000.00 | ccccc et 1,725,000.00
Five per ct. redcmption fund 6,586,931.51 7,138,564.69 602,633.18 [
Due fromUnitedStates treas- ‘ |
urer, mutilated currency.. 1 457.807.86 1,108,987.83 |  .......... ! 850,819.92
‘ — [
Total..... [ 8&5704.06261 $356.117,998.68 | saz.ml.ssw $2,509,512.82
Netincrease........ ...covviiiiennne veennn e sm.us,m.uu ..............
CURRENCY

The business of banking is exchanging a generally known value or credit for a
local value or credit. This definition applies equally to the money changers of the
temple and to the banks of to day. In the wonderful development of commerce and
manufactures which has followed increased facilities for communication and trans-
portation, banking, though hand in band with trade, 18 ever in the lead; for credit, or
money, is the motor which moves the wheels of progress. and all financial transactions,
whetherlocal, national or international, have become mainly a matter of book-keeping.
Throughout the United States every locality has its bank, and most people, however
limited their business tr fons, have bank accounts, through which they pay tbeir
indebtedness. Bank accounts are generally used as the most convenient and most
accurate method of keeping a cash account. This practice does not obtain in European
countries in any such proportion. In this country,in the village baving a single bank,
the artisan pays the merchant by check, or vice versa. and the payment is usually con-
summated by a transfer of credit upon the books of the bank. Thus does the single
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bank become a clearing-bouse for the community, and the actual transfecr of money
is minimized.

The day’s exchanges in our larger cities are adjusted through a cleanng-house,
where c¢ach bank is credited with the total demands it holds against all other banks,
in the same place, and is debited with the total demands which the other bunks hold
against it, and either pays or receives the balance, simply, in money. The aggregate
clcaring-house transactions for the year ended October 31, 1882, in 57 clearing-house
cities, were $61,017,839,067, the balances were (partly estimated) $4.8¢1,777.289. Thus by
a simple device of book-keeping, this immense volume of business was done by means of
8 per cent of actual money.

Our international banking and commercial transactions are settled upon a system
of balances through a few leading banks and banking houses that deal in foreign
exchange. When the exchange market affords no bill of exchange to be remitted,
gold is shipped to settle the balance of trade existing against such nation, and when
80 shipped, whether bars or com. it goes simply as commodity, at its market value,
precisely like merchandise.

Thus it appears that the bulk of the world's business transactions is done upon
credit, witnessed by bnok-keeping, and the percentage represented by actual money
transfer i8 very small, in the United States less than 8 per cent.

A man goes to his bank with his pote, a local credit, and procures its discount,
receiving the proceeds in a generally known credit or value, namely, a bank draft, or
certificate of deposit, or money- something available for the contemplated business.
The bulk of all business transactions is adjusted by the contracting parties, whcther
banking or otherwise. It is the portion in which money passcs that appeals to the
Government for regulation. It is the recognized constitutional dury of government
to furnish for its citizens a circulating medium adequate to their needs and convenient
for their use. Gold and silverare the recognized money of theworld,because they possess
value in themselves. are conveniently coined, not easily counterfeited, exist in quan-
tity sufficient to supply the demand. and are not so redundant as to unduly impair
their value. Such money is adequate to the public want but not convenient for
public use. except in small change trangactions. Paper money is a business necessity.
Paper money possesses no value, simply represents value.

A currency to serve the demands of business must be sound—no doubt of its
redemption. It should be elastic, that it may expand and contract, as the tide of
business ebbs and flows. If supplied by the Government, the expense is borne by the
taxpayers. If supplied by the banks, it must possess an element of profit. It wili
readily issue 80 long as there i8 a profit. It may be made to contract by fixing a stand-
ard of issue and taxing the excess, 8o that the excessive issue woulu be retired with
the cessation of the necesgity which called into cxistence.

The amount of paper money in circulution October 31. 1882, waa:

National bADK DOtes. ........oviiiiiiiin ciiiiiiiiit it e $172,432,148
m States notes (Freenbacks)..ovveeviiiiiiiiiiiiiene coo 392,080,284
L0 1 T 114,567,423

GOl COTLIBCALEB. ... i ettt it eetiie et es tee eeeeeneeariieaianas 120,265,349
Silver certificates................cooviviiiiiinn, e e e, 324,562,682
Currency certiicates...........c.cociviiiiiiiiiiiiiiiiiii it [P 10,550,000
Per cent of national-hank notes, 16.04. 1,074,487.684

The Government can not isssue money gratuitously. It can only put it in circu-
fation in exchunge for some value or obligation. 1t can not pay its bonds in anything
other than coin of standard value.

By the terms of the Act of Feliruary 28, 1878, the Secretary of the Treasury was
directed to purchase and coin into silver dollars silver bullion not less in value than
$2,000,000 and not more than $4,000,000 worth monthly. This Act was supplanted by
the Act of July 14,1800, While in force the Government purchased silver and coined
778,168,708 standard dollars, the sefgniorage on which (that is, the difference between
the price paid for the silver and the face value of the coinage) was $60.967,681.

Total coinage of siiver dollars under Act of February 28, 1878....... .... $378,106,793
Total cost of sfilver bullion used in such coinage... . 808.100.262
Seigniorage or apparent profit...............cciiiiiiiiieiiienen. . 09,967,531
Bullion value of such silver October 31, 1882...........cccvviennne.. . 25(,483,688
Difference between actual cost and market value ucmber 3%, 1802.......... 57,705,826

This coinage accumulated in the Treasury vaults until the happy device was con-
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ceived of putting it in circulation by the use of paper substitute. As shown above,
$3824,552,532 are serving the people by proxy.

Under the Act of July 14, 1890, the Government purchases monthly 4,500,000 ounces
of silver, and pays for the same in Treasury notes issued for that purpose and cqual at
par to the cost of such silver. Thus the currency of the country is arbitrarily increased
monthly. Up to Novembzr 1, 1862, the total issue of such notes has been $116,611,238.
The present market value of the silver purchased 18 $102,648.944, showing a depreciation
in value of $14.134,646. This Act was a compromise measure, designed to prevent the
unlimited coinage of a dollar of full debt-paying power containing less than a dolar's
worth of silver. From its nature (arbitrarily adding a largc amount to the currency
monthly) it is evident that it was Intended to be temporary. The severest commentary
upon our silver coinage 13 the fact that i1t offers an inducement to the counterfeiter
to coin a dollar exactly reproducing the genuine in quality and intrinsic worth, as well
as form and design, the profit to the counterfeiter being represented by the difference
between the market value of the silver contained in the coin and its face vaiue, which
was October 31, 1882, 334 cents.

In view of the above statistics, the silver currency furnished by the Government
will hardly commend itself to the public on the score of economy. It is in sharp con-
trast with the National-bank currency, which has paid into the Treasury in taxes
$72,670,412.30.

What the settled policy of Congress as to the future currency may be remains to he
seen. [f furnished by the Government, it will possess the quality of soundness, for
nothing can be better than the Government under which we live; but it cannot pos-
sess elasticity. Elasticity means conformity to business wants, the supply quickly
responding to the demand, and not conformity to ixed rules and statutory laws. The
Government in the very nature of things cannot supply such currency as the public
requires. The National banks, with proper legielation, would supply this want fully
and completely. Large appreciation of the price of United States bonds, the basis for
circulation, large depreciation of the rates of interest, and onerous taxation. have
made circulation unprofitable, and the volume has fallen from $362,889,134, September
80, 1882,—the highest amount in circulation at any oue time—to $172.426.610, at the close
of the last fiscal year. The volume would have been much more contracted but for
the fact that all National banks, whether they take out circulation or not, are obliged
to own and assign to the Treasurcr of the United States in trust interest-bearing bonds
of the United States. and in case their capital is $150,000 or less, to the amount at par
of one-fourth their capital stock. If the capital exceeds $150,000, they are required to
have on deposit in the Treasury not less than $50,000 in bonds. Being obliged to own
these bonds, to measureably lessen the cost of carrying such high-priced securities,
they take out circulation. .

The following carefully prepared tables show the profits upon circulation based
upon a deposit of $100,000, bonds, June 80 was selected, as it marks the close of an
interest period for Government bonds.

JUNE 30, 1892—2 PER CENTS.
€100,C00 two'sat par,interest . ..........
Circulation, 90 pcr cent. on par valu
Deduct 5 per cent. redemption tund.

Loanable circulationatépercent. ...........cocviiiiiiiiininnnanennn $85,600 00 5,130 00

GTOB8 TECBIP S, .ttt ieenerernenenienenesneneneresnsassesneeennsaneaceanas $7.190 00
Deduct—
1 per cent. tax on circulation................cooiiiiiinninna, 900 00
Annual cost of redemption............. .
EXpress ChBIZeS.......ovvvneerenerennnnns
Cost of plates tor circulation
Agents’ fees....... eereeiieiiaa
Examinations.......coooiiniiiiiii i i

Net receipta...o.oovit it it e .. $6,031 52
$100,000 108D€A BE 6 PCT CONT. .. v ivr tivretniieaeeerarerenerneaseresssaneseerans 6,000 00
Profit on circulation..... ettt be e eee e e aeesanaees €31 52

Total profit on $21.837, bonds, $6,194.72,
Percentage on maxiimum circulation obtainable, 0.032 per ccat.
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JUNE 30, 1892—4 PER CENTS.
goo .000 four’s at 11634 premium, int.crest ........................ e 4,000 00
tion, 90 per ccnt. on par value.. $9(:,000 00
Deduct 5 per cent. redemption fund.............ccovviiiiiiiiiiiinean, 500 00

Loanable circulation at 6 per CEDT. ...ttt

Groesreceipts......oiiviiiiiiiiiiiiii i [ . $9,130 00

Deduct—
1 per cent tax on circulation
Annual cost of redemption . 1
Express charges.. .
Cost of plates for
Agents’ fees..
Examinations............

Profit on Circulation. ... ...oooviiiiiiiiiiiiiii i i $330 16
Total profit on $120,7569,000 bonds. £385,571.00,
Percentage on maximum circulation obtainable, (0.330 per cent.
JUNE 30, 1892—-6 PER CENTS.
$100,000 sixes at 114 premium, interest..........coovvviveriiiiiainiienn. 6,000 00
Circulation, 90 per cent. on par value. X
Deduct 5 per cent. redemption fund........c.cvveeveiiarercinrannrieees

1 per cent. tax on circulation.

Annual cost of redemptiou

Expreas charges............

Cost of pflatee for circulation
ees

Profit on circulation.........

Total profit on *$11,600,000 bonds, $127.219.%5.
Percentage on maximum circulation ohtainable, 1.218 per cent.

RECAPITULATION.

Profit on the three classes of bonds, maximum circulation 80 per cent, —
2 per cent. bonds. *$21,837,000—$19,653,300, maximum circulation at 0.03152 per

cent., $6.1
4 per u;nt. bm’:ds. *$129,759,000—$116,783,100, maximum circulation at 0.33018 per
cent., $385,571
6 per ct:utnlg\'o‘gds. 'sn.eoo 000—$10,440,000, maximum circulation at 1.21858 per
cent.,

ot ;I'otal of bonds, SIB'AJM,OOO $146.876,400, maximum circulation at 0.353 per cent.,

* Total amount of each class of bonds held to secure circulation June 30, 1892.

It will be noted that by taking out ciroculation the banks realize in each case more
than 6 per cent. on the money invested in bonds. The money invested in the purchase
of bonds as a basis of circulation yields in the case of 2 per cent. bonds 6.082; In case of
4 pe'r cent. bonds, 6.33; in case of 6 per cent. bonds, 7.218.

Since the 5 per cent. redemption fund counts as part of a bank's rcserve as well in
hands of the Treasury as in vaults «f the banks, it would have been proper not to
make the deduction above. This would acd materially to the profit on ciroulation.
The $43 average cost of examinations of banks with $100,000 capital 18 not wholly an
incident of circulation.

In the above tables money is assumed to be worth 6 per cent. If the prevailing
rate was Jess than 6 per cent. a bank could better afford to take out circulation. If the
vrevailing rate was more than 6 per cent. a bank could less afford to take out circula-
tion. By allowing circulation to the par of bonds and removing the tax on circulation
it would be possible for banks located in sections where rates of interest are high to
take out circulation without loss,

Since the organization of the Natfonal banks $1,521,437,753 have becn issued and
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redeemed without loss to any bill-bolder. There can be no loss upon National-bank
circulation. All the solicitudc as to what shall serve as a basis for circulation when
Government bounds ceasc to exist is premature. The 41§ per cent. bonds (Act July 14,
1870,) matured September 1, 1891; $23,364.500 were continued at the pleasure of the
Government at 2 per cent. interest; interest upon the balance ceased; $24,520,900 have
been redeemed and $983,80) remain outstanding; $3.617,700 have been redeemed since
October 31, 1801. No bonds have been purchased by the Government during the past
year, the interest-bearing debt has not been reduced, and with the diminished
revenues, under the Act of October 1, 1890, and swelling volume of annual expend-
iture, there is likely to be no reduction in the immediate future. The trend of public
opinion is decidedly in favor of limiting our revenues to the current needs of the
Government. The currency sixes that begin to mature in 1896 are primarily ob.iga-
tions of the subsidized Pacific railroads. The railroads will hardly be prepared to pay
these bonds at maturity, and they will likely be continued like the 4}¢ per cent. bonds,
at the option of the Government, at a low rate of interest.

By rclieving National-bank circulation, as above suggested, these bonds could be
extended at a very low rate of interest—too low for investment purposes, yet available
a8 a basis of circulation. Of the $25,364,500 of 2 per cent. bonds outstanding October 1,
$22,050,350 were held by National banks to secure circulation. The 4 per cent. bonds do
not mature until July 1, 1907. Since December 8, 1890, the Government has been out of
the market as a purchaser of its own bonds, and the price then paid for 4 per cent.
bonds (3123.356) has fallen to $114.625. The lower the price of the bonds the more avail-
able they become as a basis of profitable circulation. If happily the time arrives when
the United States Government has no bonded debt, or not sufficient to be available as
a basis for circulation, there will, of nccessity, be other choice securities available for
such purpose.

1n my judgment the Government should issue 2 per cent. bonds, runoing twenty,
thirty and forty years, and with the proceeds purchase the 4 per cent. bonds outstand-
ing. This would result in a saving of interest to the Government, distribute the
maturity of the bonds over a proper period, and furnish the best conceivable basis for
circulation. The Government could hardly have floated a 2 per cent. bond but for the
needs of the National banks, and with liberal yet conservative laws as to circulation,
it is possible that a bond bearing a slightly lower rate than 2 per cent. could be placed
at par.

A United States 4 per cent. bond of 1907, in order to yield interest at the rate of 2
per cent, per annum for the remaining period it has to run, must have been purchased
October 1, 1802, for $125.492. In other words, the Government could have exchanged a
2 per cent. bond, at par, innturing July 1, 1907, for the 4 per cent. bond of 1807, at
$125.492, without loss or gain. The exchange would have been equal. The 4 per cent.
bouds on October 1, 1882, were worth 11454. The extended 2 per cent. bonds, payable
at the pleasure of the Government, were worth, on the same date, 101. Could the
Government have exchanged a 2 per cent. bond maturing July 1, 1907, for tbe out-.
standing issue of 4 per cent. bonds upon the basis of the quotations just given, it would
have resulted in saving to the Government (that is, the taxpayers) the enormous sum
of $67.161.551.47, as appears from the following computation:

Par value of outstanding 43, October1,1892,........c.ccoviveiiivniiiiinneenns $559,586.750 00
Market value of 48 at 11434, and of 28 at 101, Octoher 1, 1892................ 641,426,312 18
Par value of 23 exchanged at 101 for 48 at 119§, October 1. 1892............ 35,075,656 62
Quarterly interest pald on48.........oiviiiiiiiiiiiii i 7$5.7595.86'.' 50
Quarterly interest that would be pafd on 2s.........coovvviiiiiiiiiniianns 3.175,877 78
Quarterly saving of interest..........ccovviiiiiiiiiiiiiiiiiiiiiiin, 82,420,489 72
Present value. as of October 1, 1892, of these savings of interest to matur- )
ity, money at 2 per cent., reinvested quarterly.....cocvveeiviiiienneaannn $123,408,683- 57
Present value. as of October 1, 1892, of $75,488,808.62, principal of 28 in ex-
cess of principal of 4s, money at 2 per cent., reinvested quarterly....... 78,245,132 10

Pres<ent value of net saving to the Government {n accordance with
the above Statement........coooviiiiiiiiiiiiiiiiiiiiiiiiis o0 s $67,161.551 47
‘While the principal of the indebtedness would be increased, the interest reduction
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would be so great for the remaining fifty-nine interest quarter periods, from October
1, 1882, to July 1, 1907, as to show a net saving of 367,161.551.47.

A 4 per cent. bond at 1145¢, on October 1, 1892, would pay an investor, interest at
the rate of 2.793 per cent.

It is probable, from the above statistics, that investors would not exchange 4 per
cent. bonds for 2 per cents, but the fact thut banks own, for the purpose of securing
circulation. nearly 87 per cent. of the continued 2 per cent. bonds in preference to the
4 per cents, shows that they prefer a pond at par, with a lower rate of interest, as a
basis for circulation. A fixed period to run, and a long period would add to the value
of the bond.

With so great a saving possible, the interests of economy. as well as all public and
private mnterests that depend for prosperity upon a sound and elastic currency,
emphasize the wisdom of settling this question of a proper basis for National-bank
circulation by the issue of bonds baving a long time to run, at a low rate of interest,
with which to retire the outstanding issue of 4 per cent. bonds.

The National banks for & long series of years have demonstrated thefr ability to
furnish the country with currency ample in amount, elastic in volume, sound beyond
preadventure, and every dollar ot which, every moment of its existence, was worth
par throughout the length and breadth of the lJand. A chaoge from such a currency
to another less secure is certainly an unwise experiment. It is proposed to restore
State bank circulation by removing the 10 per cent. tax imposed March 8, 1885. There
i8 no fairer test of men or methods than the record they make for themselves. Every
item ot assets and liablilities, as shown by the trial balance of their general ledg.rs, of
every National bank, for the whole pernod of their existence, has five times each ycar
been published in the locality, reported to the Comptroller of the Currency. and
become a matter of record. Additional tables resolve all composite items into detail.
Additional statistical tables complete the history and workings ot suchbanks. Special
reports show the course of tradc and exchange. 1n case of failure, equally explicit
Information is obtained from Receiver's reports, total claims, total assets, percentage
paid, percentage of loss, items of expense, including Receiver's fees. and attorney’s fees.

All thisinformation is annually reported to Congress and spread before the country.
The course of trade, the material condition, the prosperity or depression of the country,
are trutbfully reflected in the condition of its banks. And the publication of the
above conditions, in the reports of these banks, has been of inestimable value to
publicists and economiste., This i8 the record of National banksunder Federal author-
ity and Federal supervision. To compare the present National banking system with
the old State banking system is to compare order with confusion—perfect system,
under central control, with imperfect system, under diversified control. The bunking
systems of the different States, during the period that they were banks of issue,
differed essentially. Some bad cxcellent banking laws ; others had very crude luws,
S8ome had effective supervision, and some had none, or worse than none. In no State
was the aggregute or percentage of 1oss to note-holders of State banks reported, nor
the losses to creditors or stockholders. The most careful research reveals only general
statements, or estimates of loss, in the current financial lterature of the time.

Congress, by resolutiou in 1832, directed the Secretary of the Treasury to procure
and publish statistics relating to banks in the scveral States. Such publication was
made more or less complete, with the exception of some years, until 1864¢*; then
followed an iuterval until 1873, when the Comptroller ot the Currency was directed to
procure from official and other reliable sources and report to Congress information in
relation to State banking institutions, The statistics in relation to State banks prior
to 1864 have been the subject of much study aud research on the part of my pre-
decessors. The Comptroller's report for 1876 contains elaborate tables upon this
subject. The question of restoring State bank circulation gives especial valuo to all
information of this character, and I have therefore carefully studied and analyzed all
the statistics attainable upon this subject, showing the condition of State banks prior
to 1884, and publish in the appendix of this report, arranged in convenient form, tubles
presenting such Information.

~When it is stated that the statiatics relating to the period prior to 1864 are mainl
unofficial, it will be understood that the information conveyed is only approximately correct.
The principal sonurces of lntorma:t,lon in compulmg these statistics have been the reports of the
Kectetary of the Treasury to Congress since 1832, Baker's work on Banks and Banking,
Blodgett's Economica, Klffott’s Funding System, the Banker's Magazine, Hodges' new B -

note safegnard, Consideration on the Currency and Bunkluf Systems of the United States, by
Albert Gallatin; History of Banking in the United States by John Jay Knox.
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The most notable feature of the State-bank circulation was the violent expansion
and contraction to which it was subject.

The charter of the Umited States Bank expired March 4, 181i. Mr. Gallatin makes
the following estimate of the total circulation of the country, including notes of the
Bank of the United States : In 1811, $28,100,000; 1o 1815, $45,500,000; 1n 1816, $68.000,000;
and in 1820, $44,863,000.

1n 1840, according to Knox, there were in Ohio thirty-seven banks, with $19 000,000
capital. January 1, 1845, there were but eight banks in operation, with a capital of
$2,171,807. Up to and including 1856 thirtv-six of the banks organizcd undcr the laws
of that State had failed, their notes being wholly worthless, and eighteen more had
failed, their notes being worth 50 to 75 cents on the dollar. From January 1, 1857,
the circulation of the whole country shrank from $214,788,802 to $155,208.744 on Janu-
ary 1, 185%, a decrease of over $59,000,000 in one year (Report of the S8ecretary of the
Treasury). The circulation of Tllinois incrcased from $5.500.000 in 1857 to $12.300,000 in
1881, (Knox). Much of this circulation was securcd by various forms of sccurity,and
its redemption provided for by Stute authority. Yet it was seldom that this security
proved adequate The ** Bankers’ Magazine” for February, 1858, aavertised a list of
twenty-eight suspended banks in Indiana whose notes would he redeemed by the
auditor of 1hat State at the fullowing rates: ten at par, and the remainder at prices
ranging from 97 down to 69. According to the same authority, in July, 1850. a conven-
tion of Wisconsion bankers, held at  Milwaukec, fixed the discount on Illinois bank
biils at 1 per cent. until September 20, and at 3 per cent. thereafter. This action was
retaliatory. and simply established the game discount upon llinois bills that Illinois
had adopted as to Wisconsin. In April, 1859, the Indianu binks determined not to ac-
cept the notes of Illinois or Wisconsin. All bank notes of interior banks were at a dis-
count in New York (many unsalable) from 50 per cent. down to the currcat exchange,
which was charged awainst the notes of perfectly solvent banks.

The above 1nstances illustrate the friction existing between different States.

The cost of exchange on commercial centers was gruatly increased under State-
bank citculation. Now a man in Montana decposits bis money in his local bank and
buys Chicago exchange. His money is as good in Chicago as Helena, and he simply
pays the cost of transmittal. In fact, the competition for business is 8o intense and
the indulgence of banks correspondingly great that frequently wheo an interior mer-
chant xoes to New York to buy goods he takes a letter of introduction from his home
baok to their New York bank correspondent, draws checks for the amount of his
purchases upon his home bank, which are paid by the New York correspondent and
debited to the bome bank. Thus the item of exchange disappcars entirely.

DANGERS OF COUNTKEKRFEITING.

The dangers of counterfeiting under the national banking system are at a mini-
mum. The bills are printed by the Government upon carefully prcpared paper made
by the Government and never out of the Government's possession. If circulating
notes were to be printed by the forty-four differcnt States. the opportunities for
counterfeiting would be multip/ied. Under tke old State-hank system counterfeiting
was an established industry, and a description ot the methods and devices possesses
the qualities of a romance. From January | to April 1, 1859, there appeared 242 new
counterfeits. Hon. John Jay Knox (whoee long incumbency of the office of Comp-
troller of the Currency, as well as his qualities as a student of finance, entities his
Judgment to bighest consideration) estimates the average loss to note holders under
the old State-bank system at 5 per cent. As before remarked, no estimate can be
made of the loss to creditors and stockholders. By advertising for the redemption of
circulating notes the statutory period and refusing all later presentations, it fre-
quently happened that the stockholders reaped large profits where the note-holders
met almost total losa.

I have given the above random illustrations as suggestive simply of the evils
attendant upon the old State bunk circulation. Itis by no means exhaustive. I am
aware that the present can hardly be compared to antebellum times, and that the
changed conditions which now exist would necessarily obviate some and soften many
of the evils attendant upon State bank circulation.,

BANK FAILURES.

In order to furnish a modern standard of comparison between National banks and

those other than National, Comptroller Knox reported statistics, showing the number
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of failures of State, Savings banks, and private bankers, for the three years ending
January 1,1879. The number of failures was210: total claims, $88,440,028; amount paid
and to be paid, $58,152,633: losses, $32.616,661; upon which he comments:

The average annual joss sustained b{ creditors during thc past sixtcen vears by
the 1nsolvency of Nutlonal banks throughout the United States has been $3%0,012, and
tnat occasioned by the faflures of banks other than Natiooal, #8 shown by the incom-
ﬂgtg%l'% obLtained by the Comptrollcr, has for the last three years been not less than

Hon. Edward 8. Lacey, in bis report as Comptroller for the year 1891, gave a list os
failures in the United States of bankers, brokers, Trust Companies, and Savingf
banks. for the year ended June 89, 1891. * These number, in all, 117 institutions,
having liabilities estimated at $38,271.511, and assets valued at $20,794,082.

Through the courtesy of a reliable commerciai agency I am able to report the
failures of State, Savings, and private banks, and Loan and Trust Companies for the
year ended June 30, 1882. The number is sixty-nine. Aggregate liabilities, $11.024.628.
Estimated value of assets, $6,125,180. Tuc percentage of assets to liabilities, 55.66.

Theseventeen Nutional banks that failed during the iast report year had aggregate
Mabilities amouoting to $12,538,448. Estimated value of assets. $10,730,347. Pcrocntage
of assets to liabilities, 83.74.

However recent the comparison-the conclusion is in favor of the National bank
system.

If the 44 States are to furnish the country’s currency, then we will have a chain of
sovereignties furnishing our circulating medium, each with varying laws and varying
supervision, and, like all chaine, the system as a wholc would be no stronger than its
weakest link. Disorganized finance in one State would affect all. Argentine financial
troubles precipitated the Barings' failure at a time when this country was generally
prosperous; and yet it produced a quasi panic in the United States and cast a cloud
over the tinancial borizon of the whole worid which has not yet fully disappeared.
Banking 1s not a philanthropical business and banks will not issue circulating notes
unless it is profitable. Manifestly issuing notes would be most profitable where
greatest Jatitude was allowed or greatest laxity prevailed, and with the circulation of
uny State discredited or the particular hanks of any State discredited, conservative
bankers and conservative business men would have to discriminate against such bills.

We all know the practical machinery employed to enforce such discrimination.
Our State boundaries and commercial centres would be policed with brokers’ offices,
and commerce would be compcelled to pause at State lines and pay the exchange
demanded in order to provide itself with money acceptable in the locality where pro-
posed businese was to be done. The bill of a perfectly solvent bank in Oregon would
be worth just as much less than its face in Chicago or New York as it would cost to
send such bill to Oregon for redemption and secure the procceds in return-cost of
transmission each way and interest for the time requirea—in short. exchange. [t
would be precisely on a par with the note of any equally reputable business firm. The
only way this discount could be avoided would be to provide for the redemption of
such notes n Chicago, New York, Boston and other money centres. Should interior
and far Western banks muke their bills worth par throughout the country by pro-
viding for their redemption at convenient money centres, it would compel them to
keep an amount of idle reserve with their redemption agents that would seriously
impair the profits on circulation. And the United States Government wouid not
facilitate banking transactions themn, as it does now, by receiving money at its sub-
treasuries and transporting the same to any part of the country for the meagre charge
of 16 to 80 cents per $1.000, .

A bank bil) or note {8 a noninterest-bearing obligation payable to bearer upon
demand, in lawful money, titlec to which passes by delivery. The value of such note
dependa upon the financial credit of the bank issuing the same, the special provision
of Jaw for its redemption, the eecurity set apart for such purpoee, the fidelity with
which such laws are enforced, as to redemption, the character of supervision, and the
degree of conservative banking thereby insured. The profit to a bank issuing such
bills depends altogether upon the length of time thev remain outstanding before
being prescnted for redemption. With the facilities afforded by railway and express
companies for preaenting such notes for redemption, it is probable that tiacy would
speedily find their way back to the place of issuc. This would seriously mpair the
profits and would necessitate more tavorable conditions of issue in order to render the
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issuing of circulation profitable. No circulation will issue unless there is a profit in
it. The fact of the probuble and speedy return of this circulation to the locality of
issue is made an argument in its favor, inferring therefrom that each locality would
be abundantly supplied with money. A bad penny always returns, and the tinge of
doubt that would attend this State bank circulation would doubtless give it a home-
ward impetus. But bear in mind that it would be worth no more at the place of
ssue, though passing at par, than in Boston or New York. By just such a percentage
as its purchasing power was diminished in our commercial centres, by just that per-
centage would the price of commodities be appreciated where it passed at par. This
is an inevitable law attendant upon depreciated currency.

The stream that flows from the mountain to the sea obeys no more natural law
than that which accumulates currency in commercial centers. 1If the water stood in
pools on the mountain it would necessarily be pretty damp at the seaboard, and, if
these localities that so loudly clumor for more money had all the currency they
wanted, that same currency would be a drug in banking centers. There is money
enough, and the range of interest for the past year has been phenomenally low, and,
as before stated, any bank in any part of the country could have had any quantity of
money transported to it at the modernte charge of 15 to 50 cents per $1,000. But such
bank must have the equivalent of money; it must have securities, or recelvables, or
some form of credits, acceptable, in order to get the money. And right here is the
trouble. This clamor for more money comes from the newer, less-developed sections
of the country, and from people who have something to sell that no one wants to buy.
The securities they offer do not commend themselves to investors. No amount of cur-
rency would correct this. They say, ** Money is plenty while the crop is being moved,
but we want it plenty at all times.” When the crop is gone, what have they to repre-
sent money. with which to buy money? People can get money for their lJabor and for
their produce. They can borrow upon good collaterals, real or personal. People with
any cquivalent of money can get it. This whole trouble is born of the heresy, which
has a strangely-extended hold upon the public mind, that the Government can create
wealth and that if there were more money people could, in some unexplained way,
obtain it without rendering an equivalent.

REPEAL OF THE 10 PER CENT TAX.

A conditional repeal of the 10 per cent. tax is proposed, conditioned upon compli-
ance by the State banks with certain regulations imposed by Congress, designed to
secure circulation and protect note-holders against loss. Such State banks would
then be National banks for the purpose of issuing circulating notes, and Congress
must provide tor their supervision and examination, to see that the laws are complied
with. Can currency be better taken out by a bank organized under a State law than
under an Act of Congress? Would Congress or the country gain anything by the pro-
posed divided jurisdiction over these banks of issue? Would not division lead to con-
flict and confusion? All National banks make reports of condition to the Comptroller,
on a past day, fixed by him, in such form as the Comptroller prescribes, and upon
blanks furnished by bimn. These forms are very complete as to balance sheet and
detail. In order to comply with these culls a bank’s books must be so kept as to fur-
nish the required information. These reports are of very great value to the banks
themselves, in systematizing their bookkeeping and insuring good and uniform
methods of business. The ihformation reported, all on the same date, is of great value
to the public. Whut would be gained by denationalizing our banks in all respects,
except as to circulation? Can the various State legislatures be depended upon to
provide better laws and better supervision than Congress?

It is argued that 92 per cent. of all business transactions consummated through
bankes are represented by credits—that is, exchanges and offsets—and that 8 per cent.
only i8 repretented by money. The Government does not assume to regulate the 82
per cent. Why should it the 8 per cent.? Why not as well allow State bank notes to
circulate? Their acceptance is purely voluntary. That statement is theoretically
true, but practically, it is wholly false. A banker, or large merchant or manufacturer,
may be in a position, equipped with skilled men or expert information, to exercise
discrimination between the strong and the weak banks. But what can the artisan, the
day laborer, the miner or the furmer know of such a matter? From the nature of
their calling they can exeicise no discrimination. They know, and they can only
know, that the Government allows such bills to circulate, in form and semblance of
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money, and they have tho right to hold the Government responsible that it be worth
100 cents on the dollar, whether it comes from New York or New Mexica.

The Coustitution of the United States prohibits the States {from coining moncy or
making anything except gold and silver legal tender. State-bank bills could not
become & legal tender. Neither are National-bank bi!ls. State-bank bills, when issued,
add just so much to the liabilitice of the bank. They would circulate freely in times
of prosperity and confidence. In times of monetary stringencv and general distrust
they would return to the bank for redemption. They would have to be redeemed in
legal-tender money provided by Congress. Congress must, under the Constitution,
provide all the money that possesses a full debt-paying power. By every considera-
tion of sound business principles it should provide all the money that the country re-
quires. No public interest can be served by dividing this function with the forty-four
States. Every period of financial depression in the past resulted in the suspension of
specic payments, more or less general, by the banks; that is, resulted in the inability
of the banks to redeem their notes. The same conditions would produce similar re-
sults in the future. If State-bank notes are alliowed to circulate, their acceptance is
not voluntary; it becomes a business necessity. Many mine owners, manutacturers
and large employers of labor practiced paying their help in store orders, in order to
ocontrol their trade anc make the extra profit. Surely, under the law, the acceptance
or rejectlon of such orders was purely voluntary, and yet their acceptance for fear of
losing their employment was general.

80 great did this abuse become that many States have enactcd laws compelling
corporations to pay their laborers, at regular intervals, in money. The wealthy ciass
oould provide themselves with the means of discriminating against the notes of weak
banks, and if they found themselves possessed of any would proceed to work them off
upon their less fortunate neighbors. That is the record of the past. It would be the
experience of the futute. To the average laboring man a bank-note reporter and de-
tector would be as inexplicable as a binomial theorem. When a bank suspends, the
fact that the note i8 secured and will be eventuaily paid i8 poor consolation to the
laborer who needs his money for his daily use. The note of a failed National bank is
as good as that of any bank in the system. The restoration of State-bank circulation
portends disaster to that class of our citizens who most need and have most right to
ask protection from the Government. State-bank circulation loses its money power
in a crisis. It is a source of weakness and adds to the danger. Instead of paying debts
it comes forward itself to be pald.

NEW NATIONAL BANKS,

The following table gives the number of National banks organized during the year

ended October 31, 1802, in each State and Territory, with their aggregate capital :

' No. of l No.of
States and Territories. | Banks. Capilal. || States and Territories. Banks.! Capital.
22 | 81,445.000 || New York........... . 2 $300,000
13 725,000 || Calif . . 2 150,000
12| 1,110,000 2 100,000
11| 2,000,000 2 100,000
Bl o I
9 710,000 200,000
8 000 150,
7 650,000 125,
5 ,000 100,000
5 850.000) 100,000
4 260,000 100.000
4 200,000 100,000
New Hampsbire.... 3 250,000 50,
New Jersey............. 8 250.000
Kansas ceen 3 000 . 50.000
Montana, 8 200,000 . L 50,000
Tennessee. 3 160400 || UtAb...ovuiieniee vaeens 50,000
Mai 3 150 0v0
Indian Territory. 8 150,000 Total............. 168 | $15,286,000

In point of numerical acoessions to the system, Texas leads with twenty-two
banks; Iowa, Indiana, Ohio and Pennsylvania following in the order named. Illinois,
however, provided the largest amount of capital. It has becn noticeable for several
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years that the large proportion of increase in the number of National banks is assign-
able to those States and Territories located West of the Mississippi River and in the
Southern States. Of the one hundred and sixty-three banks organized during the past
year, eighty-two are located in States and Territories west of the Mississippi, and
_thirty-six are located in the Southern States. Pcnrsylvania still has the greatest num-
ber of National banks in operation, Massachusetts the greatest aggregate capital, and
New York the largest amount of deposits. As prosperity and population increase in
the western portion of the country, extending from North to South, so the privileges
of the National banking system are availed of in contrast with private banks and other
financial corporations orgunized under State lJaws. During the pust year the seventeen
failures were widcly distributed, there having been three in Kansas; in New Mexico
and Texas two each, and in other States only one.
CLEAN MONEY.

Currency, as applied to the money of a country, has been defined as a ** continuous
succession of uses.” A little reflection upon such continuous use, the journey from
hand to hand, till to till, pocket to pocket, over thc damp counter of the saloon,
through the necessarily soiled hands of honest industry. treasured by the poor and
carried In close proximity to the person. it is easy to realize that it becomes * filthy
lucre.” Soiled paper money is popularly believed to be a potent means of disseminat-
ing infectious and contagious diseases. The Bank of England never reissues a note.

The statute provides for the redemption of United States notes when they *‘are so
mutilated or otherwise injured as to be unfit for use,” and for the redemption of
National-bank notes whea they arc ** wora, defaced, mutilated or otherwise unsit for
circulation.” A note with the accumulated filth of continuous use is unfit for circu-
lation and should be redeemed. Send in the old and let the people have new and clean
money. My experience as examiner in the discount and savings banks of New York
has impressed this matter upon me.

NUMBER OF BANKS ORGANIZED AND FAILED SINCE 1863.

Since 1868 there have been 4,811 National banks organized with an aggregate cap-
ital of $698,743,182. Of these 844 have closed or gone into voluntary liguidation and
181 were insolvent. Two banks were subsequently restored to solvency making the
total number of going banks 3,788, on October 31, 1892,

AMENDMENTS TO THE LAWS,

The Comptroller of the Currency i8 required annually to report ** any amendments
to the Jaws relative to banking by which the system may be improved. and the secur-
ity of the holders of its notes and other creditors may be increased." .

1) In my judgment the law should be amended 8o as to provide as follows: That
the minimum deposit of Government bonds, required by National banks, be reduced
to 81,000 in case of banks of $50,000 capital,and to $5,000 in cases of banks whose capital
exceeds $50,000. Such deposit would be sufficient to guarantee the payment of all
expenses and assessments imposed by luw. Banks are no longer organized for the
purpose of issuing circulation, and when organized to do business as banks of discount
and deposit it is clearly a hardship to require them to purchase these bigh-priced
Government bonds beyond the amount above suggested.

(2) That any National bank be allowed to issue notes equal to the par value of the
United States bonds which it may purchase and assign to the Treasurer of the United
States for the purpose of securing circulation.

(3) That the mounthly withdrawal of bonds pledged to secure circulation shall not
exceed four and qne-half millions in the aggregate. Should withdrawals equal the
amount named in any month (which is unlikely) such amount would be offeet by the
additional circulation issued under the second amendment suggested.

(49 That the tax on National-bank circulation be repealed. The banks have already
paid irto the Treasury $72.670,412.30 in taxes upon circulation. The banks should only
be assesscd an amount sufficient to defray the actual cost to the Government of pro-
viding circulation.

(5) That the limit of the amount which may be loaned to any person, company,
corporation or firm. to 10 per cent. of the capital stock ot the bank, be so amended as
to read *‘ capital and surplus.” There should be an additional amendment making an
exception in favor of temporary loang, secured by callateral, in our largest business
centers.*

(8) That the Government iseue bonds, with a long- period to run and at a low rate

" Discussed elsewhere in this report.
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of interest, with which to retire the present bonded debt of the United States, and
which bonc¢s may be used as a basis to secure Nutional-bank circulation.*

(7) That the Comptruller of the Currency, with the approval of the S8ecrctary of
the Treasury, be empowered to remove officers and directors of a bank for violations
of law, leaving the vacancy to be filled in the usual way; first giving such officers and
directors an opportunity to be beard.

(8) That bank examiners be required to take an oath of office before entering upon
the discharge of their duties, and togive a bond in such amount and with such sureties
as the Comptroller of the Currency may require.

) That the Comptroller of the Currency be allowed to appeint two general
examiners, of conspicuous ability and experience, to be paid out of the public funds,
whose duty it shall be to visit, aseist and supervise the various examiners in their sev-
eral districts, in order to secure uniformity io method and greater eficiency in work.

(10) That the law be so amended as to prohibit oficers or employces of a bank
from borrowing its funds in any manner exccept upon application to and approval by
the Board of Direction.

(11) In order to facilitate the collection of assessments upon sharebolders in failed
National banks. that the Receivers of such banks be required to file with the county
clerk or register ot each county where any shareholder may reside a statement show-
ing the names of sharebolders residing in such county and the amount of stock held
by them respectively; the filing of such statement to constitute a lien upon the realty
of such shareholders, which lien may be vacated, upon motion, by giving proper bond,
and which shall be discharged, by the Receiver, upon payment of the assessment.

(12) Section 380, United States Revised Statutes, readsas follows:

All suits and proceedings arising out of the provisions of law governing National
banking assoolations, in which the United States or any of its officers or agents shall
be pal "I shall be conducted by the District Attorncys of the several districts, under
the direction and supervision of the Sulicitor of the Treasury.

Under this section it is claimed that United States District Attorneys are ex-officio
attorneys of the Receivers of all failed National banks located within their respective
districts, and that all suits and proceedings must be instituted by or through them. It
s difficult to believe tbat the Courts will finally sustain such a construction, that a
simple action for debt, which can be maintained in a State Cuurt as well as in the
United States Court, and is not based upon any provision of the National Bank Act,
falls within the provisions of said Act, or that a Receiver of a falled National bank is
an “agent " of the United States within the meaning of said section.

It is difficult to believe that Congress has the power to impose the services of any
attorney upon such a trust, where the assets are wholly private property, belonging to
creditors and sharcholders. Certain it is that had Congress iutended that such a broad
construction would be put upon this section it would have made some provision for
exceptional cases. Itisa physical impossibility for the various United States attorneys
to act as attorney or counsel for the Receiver. In many instances they reside several
hundred miles distant from the trust. In other instances there are 80 muny trusts
within a single district that the United States attorney cannot attend to all the busi-
ness to be done. The result in such cases is that where United States attorneys insist
upon being employed they become attorneys ot record, nominally appearing in all
actions or proceedings, whilc some resident attorney does the actual work. As a
consequence the trust is obliged to pay double fees for having its work done.

If the United States attorney must be employed in accordance with the above sec-
tion, then every time there is a change in such officer it would ncoessitate the substi-
tution of his successor in office, thus bringing in an entircly new man, with no
familiurity with the pending litigation. Under such circumstaunces the usual practice
has been to retain the ex-District Attorney as counsel, thus producing a double charge
for the services rendered. i

Many United States attorneys make no claim to be employcd. Otherg, when con-
fronted with the situation, relinquish their claim, but still «thers insist upon being
employed, and, when not employed, insist upon being paid a fee for every act that is
done by .the attorney in the regular administration ot the affairs of the trust. The
department has in its possession bills rendered by United States attorneys who have
never performed any act for the benefit of the trust, huve never br ¢n consulted by the
Recelver. and never in any way had any connection with the adairs of the tailed bank,

* Discussed elsewhere in this report.
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except to ascertain from the record wbat suits and proceedings had becn instituted
and then have made such suits 1nd proceedings a basis of claim for compensation,
DOMESTIC EXCHANGES,

One of the great values which the National-bank system possesses is the facility it
affords for obtaining accurate statistical information as to the course and character
of buginess. With nearly four thousand banks, representing nearly every locality and
every business interest. under central supervision, it is within the power of the Comp-
troller of the Currency to obtain data showing exact conditions of business at stated
time or times.

For the pupose of showing the course and magnitude of business of the banks, my
predecessors have called for the exchanges drawn by the different banks upon each
other and upon the reserve and central reserve cities for a certain year. These
exchanges represent the setrlement of balances between the different banks and corres-
pond exactly with the cash balances paid or received by the different banks, in settle-
ment of their exchanges 1n our clearing-house cities. My immediate predeceseor,
Mr. Lacey, called for such information for the year ended June 80, 1880, and June 30,
1891, .

Thinking that the monetary stringency that prevailed in the fall of 1890 and the
early part of the ycar 1891 might be thought to impair the value of statistics for these
years, as a criterion, I have also obtained like information for the year ended June 80,
1802 Thus we bave three successive years, covering what may be fairly termed a
sample period, and the information set forth in the following table may be acoepted
as fairly reflecting the volume and character of the business of the banks for the
periods covered; hence it will be unnecessary to call for similar information from the
banks for some years to come,

Out of the 3,759 banks called upon, 3,647 complied with the Comptroller's request
and furnished the data for the following table :

AMOUNT OF DRAFTS DRAWN BY NATIONAL'BANKING ASSOCIATIONS UPON

NEW YORK, CHICAGO, ST. LOUIS, THE OTHER RESERVE CITIES, AND ON

ALL OTHER LOCATIONS, THE NUMBER OF BANKS DRAWING UPON EACH
CITY, AND THE PERCENTAGES OF DRAWINGS IN 1892,

1892.

Locatfon of Banks Drawn Upon. ‘ o |
. Number | Amount Per Cent.

, Drawing. Drawn.
Central reserve citles:

’ 427 | $7.906,467,165 0.7;
178 1,428,828,063 11.00
577 260,649,996 2.01
808 1,895,987,524 10.75
69 24,007,680 .18
854 546.582,679 4.21
189 111,444,785 .85
256 88,040,141 .88
2 6,363,374 .05
186 96,882,816 i 28
Louisville. 192 444 ! K]
Cincinnati s 160,648,321 1.24
Cleveland. 141 81.4u7.1 24
Detroit... 97 53,916,023 .43
Milwaukee 11 39,074,954 .80
Kansas City. 835 | 104.388, .80
8t. Juseph . 42 | 9.301,148 w
LT ) 1T T, 217 135,557,812 1.04
Brooklyn,.....coooiiiieiiiiiiiiiieniiiiii e 4 786,111 .0t
Bt. PauL......coiiiiiiiiiiiiiii 168 . 93,478,212 .52
/ Minneapolis..........iiiiiiiiieiiiiiiia, J 12 43,142,540 3
B8aD FranciBCo ......oovvvveievinenenieinnnaes 241 ! 90,946 Ko
DEBMOINeS ......iiviiiiieiiiiiiiieieieennns 18 | 3,123,518 .02
All otber localities...................o.oee 1280 379,642,241 | 2.92
B 1 Ceeeeernees ‘ $12,904,859,500 4 100.00

* The total amount of drafts drawn upon other reserve cities in 1802 is $3,029,372,123,
and the percentage is 23.30.
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In 1890 and 1891 the total amount of drafts drawn by National banking aseociations
upon New York, Chicago. St. Louis, the other reserve cities, and on all other locations
was, for 1890, $11,550,888,2565 and for 1891, $12,782,212,495. The total amount of drafts
drawn upon other reserve cities (not shown in detail in 1890) in 1891 was $3,101,006.735
and the percentage 21.25.

LOCATION OF BANKS IN RECEIVER'R HANDS.

A table is given showing the title and location of 71 Natioual banks now in
Receiver's hands and also the location of the United States attorney for that District.
From this table clearly appears the inconvenience, if not impossibility, of these
United States uttorneys acting as attorneys for the various Receivers. Surely these
attorneys ought not to be paid for what they cannot and do not do. These trusts
should not be subjected to double fees, and Section 12 should be amended 8o ns to
provide that attorneys other than United States attorneys may be employed by
Receivers of failed banks, whenever in the opinion of the Comptroller of the Currency
such employment will be for the intcrest of a trust.

CLORED NATIONAL BANKS,

A table is given showing the title, capital, circulation issued, redecmed and out-
standing during the year ending October 31, 1802, The total number of such banks is
70, of which 53 went into voluntary liquidation and 17 into Receiver's hands. The
amount of capital stock of these banks is $8,607,600; amount of circulation issued
$2,031,851; amount redeemed $303,673. and amount outstanding $1,638,178,

The gross liabilities of the seventeen banks which failed duriog the year were
$12,588.448. The estimated value of the assets is $10,750,347, or 86.74 per cent. of the
liabilities.

Five of these banks failed prior to December 1, and their faflure was the result of
the quasi pauic of 1880 and 1891, and a continuation of the bank failures which char-
acterized the year immediately preceding.

The Maverick National Bank of Boston had llahllltles of $8,727,833, or more than
two-thirds of the total liabilities of the banks failing during the year. Aside from
that institution the failures were inconsequential in amount, and, as noted above, the
probable loss to creditors is less than the average for previous years.

No baunk has failed since July 6, 1862.

AMOUNT OF DRAFTS DRAWN BY ALL REPORTING BANKS IN 1892, 1891, 1890.

According to a published table there were 829 banks in the reserve cities and 3,318
in all other cities, making a total of 3,647 banks, which drew exchange amounting to
$15,994.969.590 for the year ending June 30, 1862, and for the corresponding period in
1891 and 1890 the totals were $12,782.212,496 and $11,550,808,265 respectively.

Contlnuing the same classification a table is introduced giving like information
as to all banks outside of the reserve cities from which it appears that the grand
total drawn on New York was $7,806,467,166; on Chicago, $1,428,828,063; on St. Louis,
$260,648,906; on other reserve oities, $3,020,873,125; on all other localities, $379,642,241,
or a grand total of $12,994,950,500.

In connection with these tables, showing the vast volume of business done by
these banks, the question naturally suggests itself : What is the cost of this business to
the public and whut character of service i8 rendered to the public by these banks ?

Answering this question the Comptroller, in 1800, obtained data from which be
submitted a table showing the amount of premium cbarged on each $100 of exchange
drawn, stated in cents, fractions thereof being omitted.

SUBSTITUTES FOR MONEY.

The subject of the currency of the country,alwaygone of interest and importance,
is especially so at the present time, because of the differences which obtain in the minds
of the people in regard to what the currency should be and under what authority it
should be created.

It will appear from the statistice given in this report to what extent the use of
money is minimized by means of Clearing-bouse organizations in our principal cities,
and, for the purpose of showing to what a limited extent actual money enters into the
business transactions of the country, I have followed the precedent set by my prede-
cessors in office in 1881 and 1890 and asked all the banks under the supervision of this
Bureau to report all receipte for the 15th day of September, 1802, separately stated
and classified.

:ly object in tbis report has been to furnish reliable data from which the publio
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could see and realize how small a percentage of business transactions are represented
by actual money, and how Impossible it is tor the Government to furnish a volume of
currency sufficient to meet the waats of the people at all times--that is, in time of
general distrust or quasi panic.

Over 90 per cent of all business transactions are done by means of credit. When
the public lose confidence and credit is impaired and refused, over 80 per cent. of all
business transactions are directly affected. It is easy to realize how impossible it is
for the remaining 10 per cent. of money to carry on the business of the country with-
out monetary stringency and financial distress.

The refusal to extend or continue credit. the demand for payment in money, legves
the actual money or currency of the country, be it $24 per capita or $50 per capita,
utterly powerless to supply business needs.

Out of the 3,759 banks reporting their condition on July 12, reports of receipts were
received from only 8,473 in time for insertion in this report. Those failing to report
were the newer and less important institutions, hence the data received may be taken
as fairly represcnting the business of the country.

The total receipts of the 3,478 banks on September 15, 1892, were $331.205,218.
September 17, 1890, 8,474 banks reported total receipts of $327,278,251. Theclassification
is the same and the percentage varies but slightly.

The following table shows the character, amount, and percentage of receipts of
National banks on September 1b, 1882 :

SEPTEMBER 15, 1862,
Character of receipts. N —'——j—b—m:,.

3478 banks. u‘;&”

I “‘p“o
L6 o) U I | ¢ $2.907,017 88
Silver cofn....oovvvviiiiiiiiieinnnianees ceeeeees 1,872,054 41
Goid Treasury certificates... oo B340 1.08
Silver Treasury certificates 6,587,015 | 1.9
Legal tenders.. bl4 | 2.88
Treasury notes... X .81
National bank-notes........c.coovvvivnieiiiiieensniennses . 8,454,483 | 1.04
United States certificates of deposit . #,210,000 .67
ChecKs, et0.... " " .t iiiiiiiniererniesassnsenecnnees I 154,950,059 | 46.79
Clearing-house certificates. . ,641,829 81
Exchanges for clearing-house 141,873,266 42.88

Miscellaneous..................... ereaeriane ceeenrrecrsatersnaancees 688,967 | .
L 0 € $881,206,218 , 100.00

From the above tnble it appears thet 9.89 per cent of the tmnmctlons were repre-
sented by actual cash, the balance by checks, drafts, exchanges, and other substitutes

for money. .
v RATE OF EXCHANGE ON $100.

Rhode Island, 1 cent; New Hampshire, 1; Delaware. 4; Maryland, 4; District of
Columbia, 4; Kentucky, 5; Massachusetts, 5; Connecticut, 6; Vermont, 7; New York,
7; New Jersey, 8; Ohio, 8; Missouri, 8; Maine, 9; Pennsylvania, 9; Kansas,9; Nebraska,
9; Ilinois, 9; Virginia, 10; Indiana, 10; Minnesota, 10; Utah, 11; Washington, 11;
Wiscousin, 11; Iowa, 11; North Dakota, 11; South Dakota, 11; Michigan, 12; West Vir-
ginia, 13; California, 12; Montana, 12; Wyoming, 18; Colorado, 13; Idaho, 13; Louis-
lana, 14; South Carolina, 14; Mississippi, 16; Oregon, 15; Florida. 17; Tennessee, 17;
Alabama, 18; Georgia, 18; North Carolina, i8: New Mexico, 18; Arkansas, 20; Arizona,
20; Nevada, 20; Texas, 21. The table shows an average of 8§ cents on each $100 of
exchange érawn by all of these banks: that is, exchange drawn on each and every

one of their correspondents with whom they may bhave had dealinss during the year
* . * - L - L - * * * * * . * *

The oompeutlon for bank accounts takes various forms. Inwmt is paid upon
average balances, exceeding certain amounts, in many cases. But the usual method
of rewarding depositors for keeping balances is taking their collection items and
crediting the same as a cash deposit, and giving them the exchange required in course
of business at par. The fact that the average commission received by the banks on
each $100 of exchange s01d is three-hundredths of 1 cent shows conclusively what an
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enormous amount of business i8 done by the banks gratuitously. or without direct
cbharge. The number of banks reporting exchange drawn this ycar (3,847) is 10 greater
than last year. The volume of exchange drawn is greater by $212,747,085. If to the
$12,904,950,500 reported by the 3,647 banks we add for the remaining 112 National banks,
and then take into consideration the exchange that must bave been drawn by the 4,620
private bankers and State bunking institutions other thun Savings banks,whose general
condition 18 set forth in a subscquent portion of this report, we shall have a grand total
of exchange drawn by all the bauks, approximating $17.500.000,000. A bank having a
balance to settle with another bank does 80 by remitting a draft upon some bank where
it has a balunce, usually upon New York gity. Drafts on New Yorkareata premium in
most parts of the country, seldom atadiscount in any place. Thusby usystem of draft
remittances the obligation of one interior bank to another drifts into our money
centers for collection, goes into the volume of the exchanges, enjoys the economy of
every possible offset, and this great volume of business is transacted and all balances
adjusted by the actual shipment of a very small amount of money.

PERCENTAGE OF RECEIPTS OF NATIONAL BANKS IN RESERVE CITIES ON

SEPTEMBER 15, 1892.

Acoording to this table the percentage of gold coin received by 8,473 banks (includ-
ing the central reserve cities, other reserve cities and the country banks) was .88;
siiver, .41; gold certificates, 1.03; sllver certificates. 1.97; legal tenders, 2.58; Treasury
notes, .81; National bank notes, 1.04; U. 8. certificates of deposit, .67; checks, 46.79;
Clearing-House certificates. .81; exchanges for Clearing- House, 42.83, and miscellane-
ous, .18. It appears also that the percentage of cash received was: In the City of New
York. 7.64+; In Chicago, 5.48+4; in 8t. Louis, 12.174; in the other reserve cities, 7.64-,
in the country banks, 15.094; and the cash percentage of the total receipts. 9.30-.

Another table i8 given which shows the number of banks, total receipts and per-
centage of such total of checks, etc., received by National banks in each State and
Territory, exclusive of reserve cities, on September 15, 1892, as follows: Maine, 80
banks, $1.708,985, 88.75 per cent.; New Hampshire, 50 banks, $1.162,227, 87.41 per ceat.;
Vermont, 48 banks, $821,225, 80.09 per cent.; Massachusetts, 213 banks, $7,068,468, 83.95
per cent.; Rhode Island, 58 banks, $3,083,485, 82.04 per cent.; Connecticut, 81 banks,
$3,606,985, 92.30 per cent.; New York, 250 banks, $8,757,119, 88.01 per cent.; New Jersey,
94 banks, $5,214,420, 84.98 per cent.; Pennsylvania, 288 banks, $6,685.2:8, 85.87 per cent.;
Delaware, 18 banks, $495,464, 87.41 per cent.; Maryland. 38 banks, $576,7562, 86.08 per
ceut.; District of Columbia, 1 bank, $54,088, 54.78 per cent.; Virginia, 88 banks,
$1.842,080, 90.04 per oent.; West Virginia, 22 benks, $456,027, 85.85 per ocent.; North
Carolina, 21 banks, $486,521, 79.87 per cent. ; South Carolina, 13 banks, $660.649, 82.28 per
cent.; Georgia, 28 banks, $758,228, 84.34 per cent.; Florida, 18 banks, $471,809, 84.02 per
cent.; Alabama, 28 banks, $500,305, 78.03 per cent.; Mississippi, 13 banks, $138,560, 74.18
per cent.; Louisiana, 11 banks, $63,678, 60.85 per cent.; Texas, 188 banks, $3,562,658, 80.41
per cent.; Arkansas, 9 banks, $208,251, 79.95 per cent.; Kentucky, 58 banks, $1,025,622,
83.50 per ocent.; Tennessee, 47 banks, $1,076,511, 83.17 per cent.; Missouri, 48 banks,
$404,928, 78.82 per cent.; Ohio, 191 banks, $4,986,188, 79.45 per cent.; Indiana, 101 banks,
$3,190,968, 80.00 per ceat.; [llinois, 165 banks, $4,780,175, 85.17 per cent.; Michigan, 82
banks, 81,758,624, 83.74 per cent.; Wisconein, 70 banks, $1,712,360, 82.92 per cent.; Iowa,
136 banks, $2,721,280, 78.93 per cent.; Minnesota, 55 banks, $1,679,008, 90.94¢ per cent.;
Kansas, 142 banks, $2,148,404, 85.51 per cent.; Nebraska, 113 banks, $1,770,248, 80.48 per
cent.; Nevada, 2 banks, $17,247, 61.56 per cent.; Oregon, 37 banks, $1,122,545, 62.44 per
cent.; Colorado, 58 banks, $3,877,856, 92.11 per cent.; Utah, 14 banks, $472,014, 76.27 per
cent.; [dahc, 11 bunks, $141,476, 50.52 per cent.; Montana, 31 banks, $1,346,841, 84.47 per
cent.; Wyoming, 12 banks, $167,2:2, 79.02 per cent.; New Mexico, 8 banks, $116,008, 67.32
per cent.; North Dakota, 20 banks, $328,830. 85.32 per cent.; South Dakota, 84 banks,
$700,984, 83.17 per cent.; Washington, 63 banks, $1,214,474, 72.60 per cent.; Arisona, 4
banks, $136,009, 95.64 per cent.; California, 32 banks, $1,827.247, 79.77 per ocent.; Okla-
homa Territory, 3 banks, $50,771, 42.37 per cent.; Indian Territory, 5 banks, $82.042,
46.85 per cent. Total, 8,144 banks, $83,718,028, 84.91 per cent.

NUMBER OF BANKS, TOTAL RECEIPT8 AND PERCENTAGE OF SUCH TOTAL,
OF CHECKS, ETC., RECEIVED IN NEW YORK AND 22 OF THE OTHER
PRINCIPAL CITIES, SEPTEMBER 15, 1892.

This table showe that 48 National banks in New York oity received on that date
$130,076,003, of which 92.36 per cent. was in checks. The other cities referred to are as
follows : Chicago, 21 banks, $25,078,114, 94.52 per ocent.; Bt. Louis, 8 banks, $2,800,070,
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87.83; Boston, 55 banks, $27,320,245, 93.11; Albany, 6 banks, $1,175.498, 95.88; Philadel-
phia, 41 banks, $23,369,882, 93.92; Pittsburgh, 26 hbanks, $4,102,424, 90.02; Baltimore, 22
banks, $4,836.972, £2.46; Washington, 2 banks, $840,470, 66.65; New Orleans, 9 banks,
$1,498,785, 87.16; Louisville, 9 banlks, $950,421, 91.86; Cincinnati, 12 banks, $6,137.507,
84.64; Clevcland, 8 banks, $1.835,908, 82.79; Detroit, 6 banks, $1,658,194.91.82; Milwaukee,
3 banks, $634,652. 90.93; Kansas City, 9 bunks, $4,168.021, 98.46; St. Joseph, 4 banks,
$610,775, 91.83; Omaha, 9 banks, $3,190.256%, ¢5.76; Brooklyn. 4 banke, $1,124.720, 81.55;
St. Paul, 5 banks, $2,3%2.840. 97.00; Minneapolis, 7 banks, $2,195,787. 86.60; San Francisco,
2 banks, $510,383, 83.39; Des Moines,3 banks, $333,440, 88.40. Total, 281 banks, $116,5614,324,
92.74. .
From the foregoing it appears that 74.72 per cent. of the total receipts are reported
by the 329 city banke, showing an increase of over 2 per cent. by the country banks
and a corresponding loss by the city banks, as compared with 1890, thus indicating a
greater perceantage of growth by the country banks. X

By way of comparison a table is given comparing the data obtained for September
15, 1882, with both July 1 and September 17, 1890, showing the proportions of gold coin,
silver coin, paper money and checks and drafts, including clearing-bouse certificates,
to the total receipts in New York city, in other reserve cities, and in the banks else-
where, separately, and also the proportions for the United States. On July 1, 1890,
3,364 banks received $421,824,726, of which .89 per cent. was in gold, .32 in silver, 6.29 in
paper and 92.50 in checks, etc. On September 17, 1890, 3,474 banks received $327,278,251,
of which 1.13 per cent. was in gold, .43 in silver, 7.40 in papcr and 91.04 in checks, etc.
On September 15, 1892, 3,473 banks recelved $331,205,218, of which .88 per cent. was in
gold, .411n silver, 8.10 in paper and 90.61 in checks, etc.

In order to further facilitate comparison, a series of tables has been prepared. the
first of which shows the amounts received by banks located in the City of New York
on five 'dates—June 30 and September 17, 1881; July 1 and S8eptember 17, 1800, and Sep-
tember 15, 1882—separatcly, stating gold coin, silver coin, paper currency and ehecks
and drafts. On June 80, 1881, 48 banks received $167,437.759, of which .27 per cent. was
in gold, .01 in silver, 1.02 ip paper and 88.70 in checks, etc. Ou September 17, 1881, 48
banks received $165,193,347, of which .54 per cent. was in gold, .01 in silver, .65 in paper
and 98.80 in checks, etc. On July 1, 18080, 47 banks received $165,928,382, of which .0% per
cent. was in gold, .02 in rilver, 3.86 in paper and 95.04 in checks, etc. On September 17,
1890, 47 banks received $120,451,472, of which .05 per cent. was in gold, .02 in silver, 4.20
in paper and 95.64 in checks, etc. On September 15, 1892, 48 banks received $130,976,968,
of which .07 per cent. was in gold, .04 iu silver, 7.58 in paper and 92.96 in checks, etc.

The changes indicate a marked increase in the amount of paper currency received,
the extremea bzing represented by .85 per cent. on September 17, 1881, and 7.58 per
cent. on September 15, 1892. The decrease in gold coin is more marked than the
increase in silver.

The diminished proportion of receipts in checks and drafts is very remarkable, the
average per cent. for the two days in 1881 beiug 2.81 per cent. greater than for the
average of the two days in 1890; September 15, 1892, is 3.28 less than September 17, 1800,

Another fact which attracts attention is that the receipts of the forty-seven banks
on July 1, 1890, are very nearly the same in the aggregate as those reported by forty-
eight banks on September 17,1881, and slightly less than for June 30, 1881. The receipts
for September 17, 1890, show a very marked falling off in amount, but the percentages
differ very slightly from those shown on July 1, 1380. The increase in paper currency
(3.24) nearly equals the decrense in checks, as shown September 15, 1892,

RECEIPTS.

In order to exhibit the comparative importance of the transactions taking place
in four principal cities, a table is given showing the total receipts by banks located in
New York city, Boston, Philadelphia and Chicago, separately stated for the five days,
to which is added like information in respect to the other reserve cities and all other
banks, as follows: New York, June 30, 1881, $167,437,759; September 17, 1881, $165.198,347;
July 1, 1899, $1656,923,382; September 17, 1890, $120,451,472; september 15, 1802, $130,976,968.
For Boston on the'same dates the amounts received were as follows: $33,088,080;
$24,004,001 ; $43,463,660; $26,531,841; $27,339,245. For Philadelphia on the same dates the
amounts received were: $18,061,665; $17,830,648; $38,004,000; $23,273,886; $23,900,882. For
Chicago on the same dates the amounts received were: $8,141,189; $13,026,835;
$24,367,551;822,654,923; $25,078,114. In all other reserve cities on those dates the amounts
received were : $17,809,881; $22,97),708; $57.990,657; $48,198,214; $40,727,088.
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PERCENTAGE OF TOTAIL RECEIPTS BY ALL BANKS.

In New York on June 30, 1881, 58.81 per cent.; September 17, 1881, 55.95; July 1,
1890, 89.34; feptember 17, 1890, 36.80; September 15, 1892, 80.55. [n Boston on same dates
the percentuge was 11.62, 8.16, 10.50, 8.11, 8.23. In Philadelphia on same dates, 6.34, 6.04,
9.03, 7.11, 7.07. In Chicago on same dates the percentage was 2.86, 4.41, 5.78, 6.92, 7.57 and
in all other reserve cities, 6.28, 7.73. :3,74, 14.78, 12.80. The average of all the reserve
cities on the dates named {s 5.87. 5.15, 3.55, 3.85. 8.35, and of all other banks, 14.11, 17.66,
21.82, 26.33, 25.28.

The most conspicuous change to be noted in the foregoing is the increase in the
percentage of country banks from 14.11, June 30, 1881, to 25.28 on September 15, 1892,

The variations in the percentage of the different kinds of money, checks, and drafts
received, as shown in the statistics for September 15, 1882, do not e¢ssentially vary from
those of 1880 and 188i. They fully confirm the general character of the banks’ transac-
tions. There has been a noted decrcase in the amount of National bank notes received
and a corresponding increase in silver certificates and Treasury notes, caused by the
retirement of National bank circulation and its supplanting by money issued directly
by the Government. The percentage of checks and drafts in New York in September,
1881, was 98.80; in September, 1880, 95.64, and in S8eptember, 1892, it was 92.36, showing a
decrease for each of the thrce years reported, and a corresponding increase in the
amount of cash received by the banks over their counters,which brings the cash receipts
of the banks in the City of New York very near to the average of the whole country.
The average percentage for all other reserve cities shows no material change.

IMPRUDENT METHODS.

The management of the Natioual baoks,as a whole is entitled to the highest com-
mendation for effici y and conservatism. Banks that were disastrously affected, by
continual crop failures, in certain sections of the country, are realizing the benctit of
last year's bountiful harvest, and when their patrons realize upon this yvear's crop it
is confidently expected that their condition will be made satisfactory. The maxim
that disaster usually overtakes any business when too much extended applies equally
to banking, and syndicate banking illustratcs this rule. Where the same parties organ-
1ze a series of banks it usually transpires that they are not seeking investment for their
own capital, but seeking the capital of others to invest. Such banks afford unusual
facilities for * kiting,” and it is with this class that much trouble Is experienced. The
competition for bank accounts among banks in reserve cities is so intense that
** promoters " find it ensy to establish a bank, open an account with their reserve-agent
bank in some city, and the President or Cashier secures from such reserve-agent bank
a loan upon his stock as collateral. By opening several such accounts the entire stock
in some instances is used as collateral, and these ** promoters ™ need but the 10 or 20
per cent. margin required (In other words, $5,000 or $10,000) in order to start a bank.
The opening of such accounts and making of such loans are coincident in poiot of
time, or so nearly so that the creditor bank must kuow that they are furnishing capital
with which to float the new enterprise. This results in‘orgunizing many banks where
they are not needed, and are too frequently attended by loss to ail parties connected
with the enterprise.

Another practice that is made possible only by the assent of creditor banks, is
borrowlng money on certificates of deposit. A country bank wants to borrow money,
issues its certificate of deposit, either time or demand, in favor of the city correspon-
dent, and sends the same forward, accompanied by bills receivable as collateral, and
requests the loan, which is granted. As a result, thecountry bank adds to itsliabillties
by increasing the amount due depositors, and adds to its assets by increasing the amount
due from banks, and its published report of condition shows no bills payable. In
other words, does not show the true condition of the bank. It is perfectly legitimate
and proper for a bank to rediscount its receivables or to borrow money, and all interior
banks do at certain seasons of the year, when crops are being moved. for instance.
Whatever the form of instrument used in borrowing money. it is a bill payable and
should be so reported. Ruserve banks can ald the cause of good banking by requiring
notes instead of certificates of deposit. Happily this practice is rapidly diminishing.

DIRECTORS AND OFFICERS.

The statute provides tbat five or more persons may organize a National bank.
When it is fully organized and all preliminary requirements have been complied with,
the Comptroller issues his certificate of authorization to commence the business of
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banking. The management of the bank is vested in a board of direction, who act
through their executive officers, President and Cashier. The common and statute law
define thelr powers and prescribe the range and limits within which they may do
business. Shareholders invest their money because of their faith in the efficiency of
the management, their ability to acquire buginess and successfully and profitably to
manage it. It is a business venture on the purt of the shareholders, with which the
Government has no more to do and no more solicitude than it has with the purchase of
a farm or stock in a manufacturing enterprise. The shareholders elect the board of
direction, and through such board manage their banks. Hence for them to claim
protection, through Government control, would be to claim protection against their
owun acts. But these banks issue notes which circulate as money, and it being the duty
of the Goveirnment to provide und regulate a circulating medium for the people, the
Government examines and supervises these banks to sec that all laws in respect to
circulation are fullv complied with.

This is apparently all that was originally contemplated as to National banks.
But these banks furnish the instrumentality of exchange—the means of collection
and payment of debts. They become large depositarics of the people’s money
($1,765,422,983.68 at date of last report), by means of which their business is largely
transacted. They are so intimately connected with business transactions and their
sonndness 80 essential to business prosperity that govermental control has gone one
step further and seeks to protect the public against loss—to protect a bank’s creditors.
To this end all shareholders in National banks are liable to an assessment for the
purpose of paying creditors, to an amount equal to their stock holdings. Thus the
entire capital stock, plus an assessment for an equal amount, becomes a guaranty of
the faithfulness of the direction. The function of the Government is to restrain, to
insure good bunking, by enforcing the prohibitions against unsafe practices, which
the law provides. The afirmative action of the banksin their competition for business
is left to the enterprise of their managers, prompted by the desires of shareholders for
dividends.

Directors give direction and control to the business of a bank, accept or reject
credits, and should understand its general condition. Tbe detailed workings of the
banks must be intrusted to the officers and employees. We can have nothing better
than men. Men make our laws and men enforce them. Men manage our banks. No
matter how elaborate the system, how numerous the checks upon error or upon wrong-
doing, or however perfect the machinery, tie machinery must be set in motion and
the system be enforced by men. There is in every system a point where good or ill
results depend upon the character of the men in charge. If an engineer wants to
ditch his train he can do so. 1If the President or Cashier of a bank wants to rob
it, he can. Well deviged systems may make it dificult. Efficient supervision may
make it dangerous. The law may punish and risk thus be reduced to a minimum, but
nothing can prevent a diskonest man in charge from mismuanaging. Hence the chief
and most important duty of directors {3 to select officers of character as well as
experience and ability. They can best protect themselves and best serve the public by
so doing. Our worst bank failures reveal criminal conduct on the part of the directors,
or neglect of duty approximating criminality. Serious as this defect i3, its correction
by lcgislution involves a counter danger. Legislation aimed at a few banks affects all.

In our large cities it is very difficult to get the most desirable men to act as
directors. The most actively engaged in buriness are the best judges of credit, can
least afford to give attention to the duties of the office, and would most readily decline
to serve. Leglislation increasing the financial responsibility of directors for losses to
creditors would depreciate the charucter of boards of direction and render the task of
getting good, responsible men more dificult.

There i8 no reaso 1 why a director should not borrow money of his bank upon the
same terms and conditions that other putrons are accommodated. There is every
reason why he should not take advantage of his position to secure better rates or
greater accommodations than his bank equities entitle him to. Officers of a bank
should not be allowed to borrow mouney by overdrawing their accounts, by putting
tickets in the cash, by discounting their own notes, or Ly discounting tbeir business
paper, orin any way except by application to the board of cirectors; and a law regu-
lating such loans would be a wise enactment.
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EXCESBSIVE LOANS.
8ection 5,200 United States Revised Statutes reads as follows:

The total liabilities to any association, of any person, or of any company, corpora-
tion, or firm for money borrowed,. including, in the liabilities of a company or firm,
the liabilities of several members thervof, shall at no time exceed one-tent! rt of
the amount of the cs(l)iml stock of such association actually &ald in. But the discount
of bills of exchange drawn in good faith against actually existing values and the dis-
count of commercial or business paper actually owned by the person negotiating the
same shall not be considerea as money borrowed.

As the volume of business has increased the magnitude of individual transactions
bas proportionately increased. In fact the concentration of capital under single
management, by means of large corporations and by combinations, has been phenom-
enal. The natural economies attendant upon wholesale business, the lower rates of
transportation and facilities of distribution, which location at metropolitan and rail-
road centers insures, is fast driving the small manufacturers out of business and con-
centrating business in metropolitan centers. All this increases the magnitude of
separate transactions. Hence if 10 per cent. of the capital stock was a proper limit
to fndividual loans in 1864, the percentage of limitation should now be increased in our
larger cities. :

There i8 another important reason for such an increase. In the *‘sixties’ banks
did business upon their capital, supplied the wants of their customers, and earned
their dividends with the money wbich shareholders supplied. Now, capital is made
just sufficient to command public confidence. Usually a large surplusisaccumulated,
but the business is done upon depositors’ money. Every symmetrical and well-
managed business hus its flush season, when its bank account should show a good
balance and its want season, when it legitimately calls upon itsbank for funds. Thus
the balances of certain industries supply the wants of others and large bank capital
is not required. Surplus belongs to the shareholders, and, aside from statutory defin-
ition, is as much capital as the money originally paid ia by sbareholders. The section
above quoted should at least be amended 80 as to read, * one-tenth of the capital and
surplus.” It should be noted that many banks, upon advice of counsel, insist that
**surplus ” is * capital " within the meaning of said section.

In addition to including surplus with capital, as noted above, an exception to the
one-tenth limit should be made in favor of temporary loans, well secured with col-
lateral, in our largest cities.

In my judgment, the Jimit to 10 per cent. of capital and surplus is none too small
for rural and interior banks. The above section may be amended as to the large cities,
80 as to conform to the ities of business and still be in strict accord with the
requirements of conservative banking.

‘When #0 amended. there would be no more wholesome provision of the banking
law, for, while there are instances where banks with well-distributed aseets have
failed, caused by repeated crop failures or extreme monetary stringency, or some
cause affecting the wholc community, the common history of bank failures reveals as
the superinducing cuuse the concentration of the bank's funds in a few hands or iu a
few interests.

Experience has demonstrated that a strict compliance with the 10 per cent. limit is
impracticable in our large cities, for the reason that it is contrary to the necessities of
business. A bank with a million capital could loan but $100,000 to any individual, com-
pany, corporation or firm. Single busincss transactions involving a larger amount are
of frequent occurrence, and to divide one transaction between two or more banks
would prove troublesome and is not demanded by conservative banking. For instance,
a draft may be made against one consignment of grain for $200,000, and the consignee
needs to borrow $150,000 upon the bill of lading as security. The security cannot be
divided; neither can the loan, in a practical sense.

Bank managers cannot always gauge the business wants of the day,and frequently
find, late in the day, that they have more money than their required reserve. Rather
than carry it over nigbt in their vaults they make over-night loans as best they can.
This necessarily results in loans in excess of the 10 per cent. limit. A lower rate of
interest is usually realized on such loans than obtains earlier in the day, and the loan
18 expected to be, and usually is, paid the next day.

The penslty for tbe violation of this law—the commencement of an action by the
Comptroller of the Currency, tbrough the Attorney-General, to forfeit the bank's
charter—is 8o severe as to render it nugatory. It was doubtless made eevere to pre-

.
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veunt vexatious interference with the affairs of the banks. It is difficult to fix a cast-
iron rule, with intlexible penaltics, without doing more barm than good. During the
quasi panic of 1880 many perfectly solvent firms were embarrassed for want of money,
and but for indulgences and aid upon the part of the banks must bave failed. They
already had their full complement of bank sccommodation. The banks found upon
investigation that they were solvent, and, taking security, gave them additional
accommodations, thus protecting themselves, saving these concerns from failure, and
relieving the public gencrally from loss and injury, which each successive failure at
such a time entails. Like other business, banking has its emergencies, and when they
arise, discretion should be allowed to act without incurring criminal liability.

Officers and directors are not apt to allow persons with whom they are not finan-
cially interested to abusc the bank. Where loans to directors or officers are well
secured, there i8 no way of reaching such a case, as the law now cxists, and, so far as
safety is concerned, perhaps no need. In such case, if the loans are not well secured,
and the examiner and Comptroller are not satisfied that they are good, the bank could
be required to charge them off and make an assessment upon their shareholders to
make good the impairment, if impairment cxisted, or appoint a Receiver, in case the
capital was thus wiped out. The latter course would involve a question of credit and
values sometimes difficult to determine, and it frequently happens that the share-
holders need protection rather than punishment. The circumstances attending loans
made in excess of the 10 per cent. limit are so various and diverse that they defy classi-
flcation. : It Is difficult to frame a general rule that will correct the evil resuiting
therefrom and not itself be productive of bad results. Our country is 8o large and the
contrast between city and country—between the imraense volume and varied transac-
tions of the one and the lesser volume and more uniform transactions of the other—so
great, that a uniform law that can wisely be applied to both must ot necessity possess
wide latitude.

I think this whole difficulty. as well as others that arisc, might be substantialiy
reached if the Comptroller, with the approval of the Secretary of the Treasury, were
given power, after a hearing, to remove bank officers and directors for violations of
law, leaving the vacuncy to be filled in the regular way. It is a power that would be
seldom exercised. The existence of the power would deter many who now keep the
letter, only to violate the spirit of the law.

There are in the employ of this Bureau forty-two examiners. The position is
responsible and honorable, and calls for the exercise of energy, tact, discretion and
firmness, as well as business experience and tecbnical knowledge of banking. In
order that he may discharge his duties with ease and confidence, familiarity with the
mechanism of banking is indispensable. Our best examinersare those in the prime of
life, who work with energy und fidelity, hoping to demonstrate their ability and
worth, thereby securing for themselves a desirable and permanent position in some
good bank. This incentive and this ambition insures the best work. As a body they
are competent, conscientious, ;painstaking and fearless in the discharge of their
duties. They enjoy the full contidence of the Comptroller, and constitute his main
reliance in all matters ot discipline, and hence it is the purpose of this office to insist
upon the highest standard of efficiency.

A bank examiner may own property and have interests thut require the usual
banking facilities and be entitled to such accommodation as he would receive were he
not an examiner. But unsecured loans to an examiner, which, but for his position,
would likely be refused. are wrong and destroy confidence in his work. No relation
should exist that would tend to restrain an examiner's freedom in makiong criticisms
or impair the force of his criticism when made. But criticism does not necessarily
mean pointing out wrongdoing. It means the comment which an expert business
man would naturally make upon the business under review. An examiner's work is
not espionage. The National banks are the backbone of the financial system of the
country, the conservators of public credit, oficered by men of the highest integrity,
who are striving to earn dividends for their shareholders by fostering and building up
the business of their clients as well as their banks. The exceptions to such honorable
conduct only prove the rule. Examiners should work with the banke, with a disposi-
tion to aid in every proper way. They should get the confidence of bank officers by
demonegtrating their entire fitness for the work intrusted to them.

While this Bureau accepts any system of doing business which is accurate and
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proves, still examiners, with their facilities for observation, should note the best
methods and be able to renuer valuable aid by suggesting improvements. While the
subject of credits is to be dclicately trented, the knowledge an exuminer acquires will
enable him to make valuable suggestions on this subject. The banks pay for the
examiner's services and arc entitled to his good offices. The best service an examiner
can render a bank, as well as this Bureau. is by doing thorough and painstaking work.
He should obtain possession of the bank’s asscts and retain the same until his work is
completed. In the smailer banks the secuvities, loans and discounts should be placed
in front of the examiner when he commences on the cash. In the larzer banks, where
more than one day is required to complete the work, he should obtain and keep
possession of the assets by means of keys or seals. He should know that no change is
made 1n the usscts, except in the regular course of business. Nothing should be done
on the installment plun. Instead of objecting to thig, the better the bank the more
acceptable will {t prove.

It 18 & satisfaction to a bank to have a competent examiner in absolute posgession
of their assets until the same are proven and he is able to assure them that the items
for which their books call are all there. An inventory is the toundatiou of all exam-
inations. All thu items of assets are aggregated under their uppropriate bookkeeping
beads to prove the asset side of the bank. This is but half the work. Every item of
liability should be inventoried and aggregated to prove the liability side. Every
individual and every bank balance should be taken off and every liability account
proved. An examination that does not include this is imperfect. Experivnce shows
that defalcations are oftenest hidden in the liability side of the bank.

Examiners are given detailed instructions, which, if fully complied with, would
render their work very thorough and searching. The efficiency of the force is con-
stantly improving, and 1t is alike for the interest of the banks aund this Bureau to have
it attain the bighest standard ot excellence. This office will be plased to have the
co-operation of and recelve suggestions from bank officers upon this subject.

COMPARATIVE STATEMENTS OF THE NATIONAL BANKS.

The resources and liabilities of the National banks for fourteen ycars. at nearly
corresponding dates, from 1879 to 1892, inclusive, are as follows: October, 1879, 2,048
banks, $1,868,800,000; 1880, 2,000 Lanks, $2,105,800,000; 1881, 2,13 banks, $2,368,400,000;
1882, 2,200 banks, $$2,390,800,000; 1883, 2,501 Lanks, $2,372,700,000; 1884, 2,64 banks,
$2,279.500,000; 1885, 2,714 bunks, $2,432,900,000; 1886, 2,852 bankas, €2,513,900,000; 1887, 8.049
banks, $2,620,200,000; 1888, 3,120 banks, $2,731,400,000; 1889, 8,290 banks, $2,998,500,000; 1890,
3,540 banks, $3,141,500,000; 1891, 8,677 banks, $3,213,100,000; 1892, 3,773 banks, $3,510,100,(00.

It is noticeable that the resources of the system were increased nearly $300,000.000
during the past year notwithstanding the fact that seventy banks went into voluntary
liquidation or became insolvent, such increase beiug strongly in contrast with that of
any previous year covered by the stutcment. Proportional increase is common to
nearly all the items, the principal decrease occurring n clearing-house exchanges.

TOTAL RESOURCES AND LIABILITIES OF THE NATIONAL BANKS.

The total resources and labilities of the National banks in New York city, the three
central reserve cities, the other reserve cities and the country banks on 8eptember 30,
182, were as follows: New York city (43 banks), $601,860,851; central reserve cities (New
York, Chicago, 8t. Louis—80 banks), $823,601,202; other rescrve cities (263 banks),
$865,302,190; country banks (3,430), $1.821,101,504; aggregate (3,773 banks), $3,610,004,897.

CIRCULATING NOTES,

The actual circulation outstanding on September 30, 1892, for which the bur ks were
responsible was $147,191,583, this amount belug exclusive of $25,508,167 also in circula-
tion but represented by lawful money deposited by the banks for redemption of notes
whenever presented to the ‘I'rcasurcr of the United States.

The minimum deposit of bonds required of the 3.773 National banks in operation
September 30, 1382, was $107,064,207, upon which only $98,357.787 of National bank circu-
lation could be issued. These banks held on September 30 $163,275,300 of bands, and
were actually responsible for 850,880,263 of circulation more than the minimum. It is
not imperative upon banks to take circulation, and a few do not avail themeelves of
the privilege.

Of the 3,773 banks 2,737 have a capital not exoceeding $150,000 nor less than $50,000,
which is the lowest amount any bank in the systcm may have, the aggregate capital
amounting to $221,057,830. The remaining 1,036 have a capital of over $150,000 each, the
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aggregate amounting to $465,515,185. If an amount of bonds equal to the total capital
were deposited to secure circulation the whole body of banks migbt have a circulation
amounting to $617,915,714. or $521,557,927 more than the present minimum.

DECREASE OR INCREASE OF CIRCULATION FROM 1884 TO 1892, INCLUSIVE.

Year ending October 31, 1834, net decrease, $24,170.676.

Year ending October 31, 1885, net decrease, $15,545,461.

Year ending October 31, 1885, net decrease, $56,795,533.

Year ending October 31, 1887, net decrease, $50,4%4,589,

Year ending October 31, 1888, net decrease, 316,848,739,

Year ending October 31, 1889, net decrecase, $:22,159,043,

Year ending October 31, 1890, net decrease, 85.248.549.

Year ending October 81, 1881, net increase, $11,785,101.

. Year ending October 31, 1892, net increase, $10.487,2%.

The gross increase of circulation, including the notes of gold banks and those of
failed and liquidating associations, was $247,588.

BANKS WITHOUT CIRCULATION.

A few National Lanks have never issued circulating notes. Some others have
deposited lawful money and surrendered their circulation. A list of these banks, with
capital and bonds, i8 as follows: Chemical National Bank, New York. N. Y., $800.000;
$50,000. Mechanics’ National Bank, New York, N. Y., $2,000,000; $50,000. Merchants’
National Bank, New York, N. Y., $2,000,000; $50,000. National City Bank, New York,
N. Y., $1,000.000; $50,000. National Park Bank, New York. N. Y., $2,000,000; $50,000.
National Bank of Washington, Washington. D. C., $200,000; $50,000. Chestertown
Natlonal Bank, Chestertown, Md., $60,000; $12,600. First National Bank, Butte, Mont.,
$100.000; $26,00). First National Bank, Houston, Tex., $100,000; $25,000. Citizens’
National Bank, Euwlewood. N. J., $50,000; $12,500. National Bank of Cockeysville,
Md., $50,000; $12,500,

SECURITY FOR CIRCULATING NOTES.

The security for circulating notes of National banks i3 limited to United States
registered bonds bearing interest. The following shows the amount of such bonds
held by the Treasurer of the United States as security on June 30 for several years, and
the amount owned and held by the banks for other purposes, including those deposited
with the Treasurer to secure public deposits:

! United States bonds held as security for circulation. %?gteg
|
: T o~~~ " ipondsheld
8 i p{‘or otl;:;c %‘:a"g
6 per cent. | 5 percent.. LY per |4 per cent. T POR
S %nds bonds. ‘cent.bmuia.“ ‘l))onds. Total. nearest
B . | ; date.
1872. 8!"3,%1450 w189250‘ ..... .. $380,440,700 ' $31,868,200 |$412,308,900
1877, 87,690,300 208,651,050 '$44.372, 338,713,600 827 315,060 886,(28:660
Continued Continued | |
at 3% per at 3% per .
cc

nt.
1882, $25,142,601 8 .850 32,752,650 $97,429,800 | 357,812,700 | 43,122,660 ' 400,985,260
1887.' © 175,000 | 5,205,850 67,743,100 115,842,650 191,986,700 | 83,147,750 | 224,814,450
Continued |

| al.2 por : I

1802. 11,600,000 '............ 321 825 850 12). 784.700 163,190,050 | 20,801,600 ‘ 183.491,650
CHANGES IN HOLDINGS OF BONDS.

As showing the changes which have occurred in the holdings of bonds a table is
given from which it appears that in 1882, 2,301 banks held $83,754,650 41§ per cents, and
$104,927,500 4 per cents, and in 1892, 3,788 banks held $21,897.850 continued £ per cents
and $1381,183,150 4 per cents, or & grand total of $185,047,250 as against $400,069,400 in 1882,

FAILED BANKS,

Seventeen National banks, with an aggregate capital of $2,450,000, were placed in
the hands of Receivers during the year, as shown bv the following statement. In one
case creditors have received dividends amounting to principal and interest in full; in
another case principal in full: in another, 85 per cent.; in another, 70 per cent.; in two
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cases, 50 per cent.; in five cases, 80 per cent.; in two cases, 25 per cent.,and in one case,
20 per cent.
CAUSES OF FATLURE.
MAVERICK NATIONAL BANK, BOSTON.

The doors of the Maverick National Bank of Boston, Mass., were closed on tae last
day of the report year (Octolier 81, 1891, too late to be included in the annual report)
by the National-bank Examiner, acting under instructions from the Comptroller of
the Currency. For some months the condition of the bank had been a source of
anxiety to the Comptroller on account of excessive loans to certain of its directors.
The aggravated character of these loans, however, was not revealed to the Comp-
trolier, either through the reports of the examiner or the attested reports ot condi-
tion. The bank had a large volume of business and did a large collection business
throughout the country. Speculative bunking and excessive loans to directors for
speculative purposes were the causes of failure. Conservatively managed, its volume
of business and good will would havc possessed very great value. Its assets were
easily convertible. The Receiver has paid to creditors 856 per cent., and expresses the
opinion that an additional dividend will be paid, not exceeding 5 per cent, dependent
upon the results of pending litigation and the amount realized from the assessment
upon shareholders. An assessment of 100 per cent. has been levied by the Comptroller
upon the sbareholders of the bank.

CORRY NATIONAL BANK, PENNSYLVANIA.

The doors of the Corry National Bank of Corry, Pa., were closed to business
November 7, 1881. The entire management of the bank had been practically confided
to the President and Casbier, whom it appears were highly respected and enjoyed the
full confidence of the community until their disastrous administration of affairs of
the bank became known. A good many loans were made in excess of the 10 per cent.
limitation. False debits were made to other banks, and a corresponding credit given
to certain individuals for the purpose of making a showing which would justify the
payment of dividends to sharebolders. Large rates of interest were paid on oertifi-
cates of deposit, and the expenses of the bank were extravagant. A large amount of
paper of bad character had been kept alive by renewals, interest in many cascs being
included in the renewals. The discoveries of the examiner, indicating criminal vola.
tions of law, were promptly reported to the United States attorney.

An assessment of 100 per cent. has been levied by the Comptroller upon the share-
bolders of the bank.

Dividends amounting to 50 per cent. have been paid to creditors.

CALIFORNIA NATIONAL BANK, S8AN DIEGO.

The doors of the California National Bank of 8an Diego, Cal., werc not opened after
close of business November 11,1891. The failure was regard- d as a great calamity byth®
local community, and coasiderable effort was made, in which many creditors joined, to
accomplish a resumption of business. Under the peculiar circumstances and in view
of repeated aseertions in communications to the Comptroller from interested parties
that a suficient cash fund would be made immediately available to restore the
impaired capital, as much time was given before the appointment of a Receiver as
seemed to be consistent with the Comptroller’s discretion under the law. When it
became known, upon thorough examination, that the entire capital and surplus of
the bank had been lost and all efforts to resume had proved futile, the President of the
bank, who had personally exerted himselt in the interests of resumption of business,
committed suicide. The funds of the bank were used to promote local enterprises of
a public character involving lurge sums of money, and during a period cbaracterized
by a marked increase in prices and unusual activity in business. Succinctly stated,
the President of the bank, in conjunctien with one or more directors, at the date of
its organimition inaugurated schemes or deals in the interest of themsclves and the
local community whbich involved large sums of money. The necessary loans were for
a time obtained from the Eastern States, but as these matured and the demand for
payment was made recourse was bad to this bank. The local boom collapeed before
any of these enterprises became paying investments. At length, the extreme danger
to the bank became apparent to the mansgement, and it appears that the President
alone was foroed to assume the attendant respounsibility, and finally being unable to
contend with the reduction in deposits and shrinkage in values suspension became
inevitable,
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An assessment of 100 per cent. has been levied by the Comptroller upon the share-
holders of the bank.

Dividends amounting to 30 per cent. have been paid to creditors.

CHEYRNNE NATIONAL BANK, WYOMING.

The Chevenne National Bank of Cheyenne, Wyo., closed its doors to business
November 13, 1891, a run having been caused by the suspension of the California
National Bank of San Diego, Cal. A few days later the Cashier committed suicide.
The President of the Califorma National Bank of 8an Diego was likewise the President
of the Cheyenne National Bank, and the character of mapagement in both cases was
almost identical. The personal presence of the Prusident, his correct manner of life,
and his energetic attention to business are said to have given him the entire confidence
of the community and enabled him to consummate questionable trausactions without
suspicion. From the first, the funds of the bank were diverted to his use. One com-
mon method was to purchase stocks of little or no valuc, sell them to irresponsible
persons, taking notes in payment, which notes he caused to be discounted by this bank.
He borrowed money in the Eastern States with which to purchase a coatrolling
interest in the stock of the bank, using this stock as collateral. Wheun demand was
made, he would pay the loans with funds belonging to the bank realized upon accom-
modation paper obtained from his immediate friends. The Cashier became a large and
irresponsible debtor, and togcther these ofticers misuppropriated an amount equal to
the entire capital of the bank. Many bad loans were made, business was unduly
extended, and the management was reckless and extravagant.

Dividends amounting to 25 per cent. have been paid to creditors.

FIRST NATIONAL BANK, WILMINGTON, N. C.

The doors of the First National Bank of Wilmington, N. C., were closed by order
of the board of directors November 24, 1891. The reason given to the public was that
the capital had been impaired by heavy losses incurred in previous years, from which
the bank could not recover. No dividends had been paid since 1887. After a thorough
investigation, the Receiver reported that the failure was due to bad loans extendiog
over a number of years, and to peculation and robbery by the Cashier, u fugitive from
justice. The Directors took no interest in the management, and the Casbier had been
given complete control. A large part of the assets consisted of worthless bills receiv-
able, which had beeu carried for a long time by renewal. Excessive loans had also been
made. False entries were made upon the books to conceal the actual liability from
the Examiner, and it was found that the Cashier had so manipulated the accounts as
to successfully postpone the collapse fora considerabile length of time. It now appears
that the Directors were aware to a certain extent of the condition of the bank, but
relied upon the hope that it would under most favorable circumstances recover. The
class of assets relied upon as good at date of failure amounted to only about 25 per
cent. of the whole and the Receiver up to date has been unable to collect more than
15 per cent. of the totat assets.

An assessment of 100 per cent. has been levied by the Comptroller upon shareholders
of the bank.

Dividends amounting to 30 per cent. have been paid the creditors.

HURON NATIONAL BANK, HURON 80. DAK.

The doors of the Huron National Bank of Huron, S. Dak., were closed to business
by the National bank Examiner December 13, 1891.

The Examiner found that for some time prior to that date the bank had been in a
crippled condition, but thought, with careful and economical managemecot, the affairs
conld be placed upon a safe footing. The shareholders finally voted to go into volun-
tary liquidation, but upon the disclosure that a large indebtdness due from the officers
and their friends was not collectible, the Comptroller was compelled uoder the law to
appoint a Receiver. It appears that the local community lost confidence in the bank
from the fact that the management was supposed to be pecuniarily interested in a
very spirited controversy and rivalry that existed between several cities over the loca-
tion of the capital of the State, and this with otber causes tended to make the business

- of the bank unprofitable. The farming interests in the surrounding country were
largely indebted to the bank, and the continued crop failures made the loans almost
worthless. It did not appear that there had been criminal violations of law, but it did
appear that the suspension was due to had loans and unremunerative business, which
bad been unduly extendcd.
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FIRST NATIONAL PANK, MUNCY, PA.

The doors of the First National Bank of Muncy, Pa., were closed to business Jan-
uary 11, 1882, by a National bank Examiner who had for some time been in attendance
for the purpose of ascertaining the exact condition as to solvency. Criminal violations
of law were apparent, and prompt communication was had with the United States
Attorney. There appeared to be a large shortage in cash as represented by the books
of the bank. On the day upon which the Examiner closed its doors, the want of pub-
lic confidence was manifested by a slight run. The causes of failure may be stated as
reckless management, incorrect bookkeeping, declaration of dividends that had not
been enrned, failure to charge off bad debts, and a persistent practice of allowing
overdrafts in large amounts.

Had the management of the bank been good and efficient., the appointment ,of &
Receiver would have been unnecessary and the bank might bave been put in a sound
condition by levying an assessment to make good the immpairment of capital.

No assessment was levied upon the shareholcers as the assets of the bank were
sufficient to pay creditors in full. The remaining asscts bave been turned cver to an
agent selected by tbe shareholders and the trust closed, principal and intercst having
been paid in full on all proved claims.

FIRST NATIONAL BANK, DOWNS, KANS.

The doors of the First National Bank of Downs, Kans., were closed January 23, 1892,
by the National bank Examiner, upon discovering that the bank was insolvent. Bad
management, frequent irregularities and indications of collusion to violate the law
were apparent. and the information was promptly reported to the United States
Attorney for that district. On or about the date of organization the assets of another
bank were purchased, 8 coneiderable portion of which proved to be worthless; accom-
modation notes were taken to cover up large loans to certain individuals, the paper
representing the actual loans being held as collateral. The management was extrav-
agant and the Cashier was reckless, his personal reputation being such as not to inspire
confidence. Before the doors were closed an effort was made by some of the share-
holders to change the management and restore the capital by voluntary assessment,
but a large part of the stock being held by non-residents the attempt was unsuccessful
and suspension became inevitable.

A dividend of 25 per cent. has been declared to creditors.

BELL COUNTY NATIONAL BANK, TEMPLE, TEX.

The Bell County National Bank of Temple, Tex., was closed by the National bank
Examiner January 30, 1882, The causes necessitating this action were numerous; bad
and exccssive loans, violations of correct business principles. and the indifference of
the directors, permitting the President and Cashier to dominate the board, made it
comparatively easy to wreck the bank. These officers permitted no interference and
would not allow a duly appointed finance committee to perform its dutyv. Many of
the shareholders were uon-residentsand gave their proxies to the President and Cashier,
who were thus abie to elect such directors as they chose. By means of this power the
board was reduced in number in order to dispose of a few directors who insisted
upon a knowledge of the condition of the bank or were desirous of performing
their whole duty. The personal extravagance indulged in by the officers resulted in
the discounting of worthless paper prepared for the purpose, the tzorrowlnw of money
from other banks at bigh rates of interest, the general welfare of the bank being wholly
disregurded. 8oon after the Receiver took charge, these officers were arrested for
violations of law and bound over for trial. The most culpable management was
apparent, false entries in the books had been made to conceal misappropriations, and
forgery had been resorted to.

Dividends amounting to 30 per cent. bave been paid to creditors.

FIRST NATIONAL BANKS, DEMING AND SILVER CITY, N. M.

The doors of the First National Bank of S8ilver City and the First National Bank of
Deming, N. Mex., were closed to business on February 4, 1882, The same person was
President of both banks and represented the entire management, the boards of direc-
tors practically exercising no control. For several years he had borrowed the funds
of the banks on notes of his own and worthless accommodation paper made by rela-
tives, friends, and clerks. until more than the combined capital of the banks had been
obtained for investment in speculative enterprises, such as wild lande, cattle ranches,
prospective raliroad construction, etc. Fraudulent entries were made on the books
and dividends not earned regularly paid to the shareholders. who being mostly non-
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residents took no other interest in the management. Charges of embezzlement and
misappropriation of funds were promptly placed in the hands of the United States
Attorney.

An assessment of 8 per cent. has been levied upon the shareholders of the First
National Bank of Deming. Dividends of 25 per cent. have been paid to the creditors of
that bank, and 20 per cent. to the creditors of the First National Bank of Silver City.

LIMA NATIONAL BANK, LIMA, OHIO.

The doors of the Lima National Bank of Lima, Ohio, were closed to business Murch
1,1882. From the date of its organization the management of the bank continuously
prevoked criticism by the Comptroller of the Currency for apparent violations of the
restrictive provisions of the law. The President, possessing considerable wealth and
busincss sagacity, was the principal promoter of a number of local and foreign enter-
prises, and diverted the funds of the bank to bis individual uses. At timee he would
crowd paper, based on these outside schemes. into the bank to the almost entire exclu-
sion of other and legitimate loans. Accommodation notes of clerks and other
employees were resorted to, until the President’s methods became a matter of public
notoriety. The depositors necessarily lost confidence. and deposits were withdrawn
to such an extent as to force the bank to re-discount all its good paper. When this
crisis was reached an attempt was made to place the bank in voluntary liquidation,
but fafled because it was impossible at the time to realize from the assets the necessary
fuunds for the prompt payment of creditors. A sharp run, which exbausted nearly all
the cash on hand, precipitated its closing.

Dividends amounting to 50 per cent. have been paid to creditors.

CHERRYVALK NATIONAL BAKK, CHRRRYVALR, KANS.

The doors of the Cherryvale National Bank of Cherryvale, Kans., were closed June
10, 1862, by a National bank Examiner acting under instructions from the Comptroller
of the Currenoy. For some time the management of the bank had subjected it to
criticism, and upon an examination made in December, 1861. its condition was unsat-
isfactory and the capital was found to have become impaired. An assessment was
ordered by the Comptroller, the management taking exception, insisting that there
was no impairment and requesting a re-examination. The request was granted, but
the result still showing an impaired capital, the Comptroller insisted upon the pay-
ment of the assessment, and shortly after the Cashier made oath that it had been fully
paid. A subsequent examination disclosed the faot that the assessment had not, in
fact, been paid, whereupon the Examiner was instructed to take charge. The condi-
tion of the bunk was mainly due to the reckless management of the President, who
for his own use discounted wortbless accommodation notes. A strenuous effort was
made to prevent a Receivership by inducing creditors to accept obligations other than
cash for their claims. Inasmuch as the ussets of the bank were not sufficient to even
permit of voluntary liquidation, no proposition other than immediate payment of
creditors in full could be entertained. The President and Casbier were afterward
arrested for embezzlement, perjury and false entries in the hooks, and held for trial.

FIRBT NATIONAL BANK, ROCKWALL, TEX.

The doors of the First National Bank of Rockwall, Tex., were closed by the
Natioual bank Examiner June 11, 1882, A former President of the bank, who was the
original promoter, was engaged in wild speculations during his incumbency, and
through loans to men of straw, for his own use, absorbed the capital and earnings of
the bank. Having accomplished this result, he sought other flelds of operation,
leaving the bank in such a condition that a new management found it impossible to
place it on a solvent footing. The amount of deposits had become insignificant, being
at date of closing only $6,000, so that current business could not support the bank.

NATIONAL BANK OF GUTHRIE, OKLAHOMA.

The doors of the National Bank of Guthrie, Territory of Oklahoma, were closed by
its officers June 18, 1892, Certain information baving come to the knowledge of
the Comptroller,a National bank Examiner bad been directed to make an exam-
ination. He arrived oun the day the bank suspended business, and found that a
Receiver had been appointed by a Territorial Court. It was claimed that creditors
had been paid in full, and therefore the Comptroller had no jurisdiction. It appeared
that a Receiver had been appointed by the Court upon a petition presented in the sup-
posed interest of some of the shareholders who were friendly vo the management.
The Comptroller appointed a Receiver, and a demand for possession of the records
and assets of the bank was made and refused., Tbe Court maintained that it had
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Jurisdiction in the matter, and up to this time the Comptroller has been unable to
place a Receiver in charge.
FIRST NATIONAL BANK, ERIE. KANS.

The doors of the First National Bank of Erie, Kaus., were closed to buslnces June
25, 1892. The failure was due to the payvment of exorbitant rates of interest on
deposits, and the injudicious munner in which funds of the bank were loaned to
officers and directors, who were large borrowers at a lower rate interest than the bank
tself paid for rediscounts. The immediate cause of failure was the large loss on these
loans which had been made without proper security. It was developed that the stock
held by the officers had been purchased with borrowed money, the stock being pledged
as collateral, and that their financial resources had always becn very limited.

VINCENXES NATIONAL BANK, VINCENNES, IND.

On July 5, 1802, the President of the Vincennes National Bank of Vincennes, Ind.,
committed suicide. The bank had become insolvent. A National-bank Examiner
was immediately directed to takc charge of affairs and closed the bank on the morning
of July 7. For some years prior to insolvency a former President and large share-
holder of the bank was connected with firms engaged in grain speculations, and it
appears that his succeesor, the late President, was connected with him in similar
speculation. Correspondence was found which connected the President with heavy
losses, and it would appear that the cauee of failure was his connection with the board
of trade speculations. Various means were resorted to in using bank funds and con-
siderable ingenuity was exercised in covering up shortages. Successful attempts
were made to deceive the National-bank Examiner. and it is stated to the Comptroller
that there was a systematic misappropriation of funds, which was acquiesced in or
known to some extent by other officers and employees of the bank. In addition to
this, large loans were made without proper security and in violation of law. The
bank at one time purchased a large block of its own stock, paying a high premium
therefor. An administrator was promptly appointed for the estate of the late Presi-
dent, who immediately offered restitution to the fullest possible extent, it being his
desire to make as full a scttlement as practicable, without reserve and without liti-
gation. A dividend amounting to 30 per cent. has been paid to creditors.

A GOOD RECORD.

Out of 4,811 National banks organized since February, 1863, 181, or about 8.76 per
cent. have been placed in the hands of Receivers. This includes 9 which bad previ-
ously been placed in liquidation by the shareholders, but upon their failing to pay
depositors the Comptroller appointed Receivers to wind™up their uffairs. Of the 181
failed banks 88 have paid creditors in full. principal and interest; 8 havc paid principal
and a part of the interest, and 18 have paid the prinoipal only. The affairs of 110 of
the 181 banks are closed, leaving 70 in process of settiement, of which 16 are virtually
closed,with the exception of pending litigation, leaving 54 receiverships in active oper-
ation. In one case the Receiver was withdrawn and the bank permitted to resume.

The total amount 8o far paid to creditors of insolvent National banks bas been
$48,062,938 upon proved claims, amounting to $70,530,866. The amount paid during the
year has been $8,108,498, besides $1,320,317 paid for dividends declared prior to Novem-
ber 1,1882, on claims proved since that date. Assessmients amounting to $17,826,850
have been made upon shareholders of insolvent National banks under section 5,161 of
the Revised Statutes of the United States. From this source the gross collections
amount to $7,628,760, of which there has been received during the past year $1,002,351.
Suits are pending in some cases.

The total number of National banks organized since February 25, 1863, is 4,811, of
which 3,788 are now in operation, 1,023 having passed out of the system, as follows:

Passed into voluntary llquldatlon to wind up their uﬂ'ﬂlrs..... ....... teereesseiies 07l
Less number afterward placed in the hands of Recelvers.............coovvvnnen 9
662

Passed into liquidation for purpose of reorgamzation................ reseseene veeee 80
Passed into liquidation upon expiratiop ot corvoraw exlstence‘ veeeseeses 102
Placed in hands of Receivers.........ocooevveins S | ¢
*Sixty of meu have been reorgnnlzed 1.085

Leess number restored to solvency and resumed business........ veeens IRTTTTITN __' 2
Total passed out Of SYBLEM ... ...ovvvviiviieiarerannecseccassssssessescssss 1,088

STATE, SAVINGS, PRIVATE BANKS, LOAV AND 'rmm‘r commmts.
Counforming to that provision of law that devolves upon thd Comptroller of the
Currency, the duty of obtaining and publishing in hisannual report to Congress state-
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ments showing the condition of banks and banking institutions incorporated under
State authority, the desired information has been procured, through the courtesy of
public officialg, in all but nineteen States and Territories. Of the States from which
no official returns have been received two are located in the Middle, eight in the
Southern, and nine in the Pacific and Territorial geograpbical divisions. To state-
ments received from official sources have been added like jnformation received
directly by this Bureau trom incorporated and private banks and bankers, located in
States in which there are no provigrions of law requiring such information to be
reported to the State authoritis. Over 6,000 such banks and bankers have been called
upon to furnigh statements for this report.

The number of incorporated banks in existence on June 30. 1692, was 4.668. The
number of banks, statements of whose condition have been received by this Bureau,
either directly or by means of their official reports to their respective State govern-
ments, showing their condition on or about the close of the fiscal year ended June 30,
last, is 4,418, or over 84 per cent of all engage«d in business at that time. The increase
this year over last in number of reporting banks is 684, the material increase being
accounted for, partially, by the fact that in one State (Nebraska) the banking depart-
ment. in its ubstract, included private with incorporated banks.

Statements showing the condition of 5,579 incorporated and nrivate banks have
been received, the aggregate resources amounting to 83,751,649,1i18. The principal
items of assets are $828,739,480 loans on real estate; $388,740,859 loans on collateral
security other than real estate: $984.274.847 other loans and discounts; $154,025.385
United States bonds; $403,224,457 State, county and municipal bonds; $379,077,437 rail-
road, bank and other stocks and bonds; $261,278,559 due from banks and bankers;
$97,070,359 real estate, etc.. $197,789.384 cash and cash items, The aggregate capital
employed amounts to $3+6,394,845; surplus and undivided profits, $323,715,176: deposits,
$2,911,5%,571. Of the 5.579 reports 3,191 are made by the State banks having an aggre-
gate capital of $233,751,171; surplus and undivided profits $90,358,180; deposits,
$648,513,809. The resources of 168 reporting loan and trust companies are $600,244,908;
the capital $80,645,972; surplus and undivided profits $61,768,148, and deposits
$411,859,996. :

The condition of the savings banks of the country is of special interest owing to
the enormous volume of funds in their custody, and to the further fact that these
funds are largely the savings of people of limited means. Reports have been received
from 1,059 savings institutions, including 416 stock ravings banks, which associations
do both a commercial and savings business. Of this number 843 are conducted, pre-
sumedly, in the sole interest of the depositors, and are classified as mutual savings
banks. The resources of the latter class amount to $1,605,415,679, being nearly 82 per
cent. of the total assets of both classes. An examination of the abstracts of the
reports of these banks shows that of this class 450 are located in the Eastern, 181 in the
Middle, 1 in the Southern. and 11 in the Western geographical divisions.

A noticeable feature in this connection is the approximately uniform average
deposit, in these banks, in the Eastern, Middle and Western divisions, being $358.87
$8562.28 and $376.58 respectively, and the average in all such banks being $356.65. It is
also noteworthy that while the entire deposits in mutual institutions are savings
accounts, but 8 per cent. of the deposits in stock sauvings banks, as shown by
the reports, are of that class, and the actual percentage is undoubtedly much less, for
the reason that in a number of States, notably Vermont, Towa and California, no clasei-
fication of deposits is made, although accounts of a commercial nature are taken.
The average rate of interest paid or credited to depositors in mutual savings banks
appears to be about 4 per cent.; similar information is not at command, in respect to
stock savings associations, to enable even an estimate to be made, although it would
seem that the rate Is slightly in excess of that paid by the former class. Stock savings
banks, with the exception of 15 in the Eastern and 16 in the Middle States, are
located in the Southern, Western and Pacific States and Territories.

The aggregate resources of all Savings banks amount to $1.964,044.861, of which
loans on real estate amount to $714,882,5676; loans on collateral security other than real
estate, $79,173,174 and other loans and discounts, $229,711,725. The following figures
represent their investments in bonds, stocks, etc.: In United States bonds, $132,344,199;
State County and pounicipal bonds, $303,180,240; in all other bonds and stocks
$246,001,306. The amount invested in real estate is $33,007,998 und the funds deposited
in other banks and cash on band, $81,676,253 and $383,208.271 respectively. Of the
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liabilities of these 1,060 institutions, $37,407.475 represents their capital. $182,880,724
surplus, $27.448,060 other undivided profits, $1,7i2,769,026 savings deposits and $45,560,662
other deposits.

Of the 5,579 reports of condition received by this Bureau 1,161 were from private
banks and bankers having an aggregate capital of $34,560,227; surplus and undivided
profits $11,250,164; deposits $98,091,148.

‘The following tables present summaries of this information:

AGGREGATE RESOURCES AND LIABILITIES OF ALL STATE BANKS, LOAN
AND TBUST (,ONPANIES SAVINGS ANI) PRI\'ATE BANKS 1891-'92,

Loan and . ,
'State bapks. trust ocom.- . Bé'a‘l:ﬂ? Pﬂl;:ste Total.

. bu
RESOURCES. o panies.

3,191banks. 109 €OM- 1,050 banks. ‘1,11 banke.| 5.579 banks.

—_— e - - —

Loans on real estate. |  $45,025,676 sss.wsasz | $14,632,576 . $13,782,512 |  $828,739,486
Luoans on collateral |

sccuntyother than

reul estate......... 42,908,636 .413.804 79, 1"3.174 10,250,252 ' 388,749,959
Other loans an )

counte,...... .. 611,750,866 73,.&;, 229, 1] 725 60,051,435 | 984,274,847
Overdrafts...... .... 4,815,047 55.999 2.067.627 7.967,436
United States bonds. 912,123 1%, ow 578 m.su,m 1,700,485 I 154,025,305
8tate. county and |

munigipal bonds., 2.813.968 6,404,811 | 303.190.240 |  1.316,640 | 403,224,457
Rail bonds and . . |

BLOCKB. ....c.euuunen 27,817.700 | 181,215,820 « 404,178 | 150,697 819
Bank stocks 901,896 1,608,344 43,688,739 703,932 | 48,9. 2,910
Otber stocks and . |

bouds........ ....., 52,516,845 © 71,000,738 . 8,268,242 172,477.208
Due from other bks. i

and bankers....... - 54,975,325 81,676,258 20,097,069 261,278,559
Real estate. - '

ture, ete. 22,617,764 33,007,098, 9,317,287 lﬂ 1,070,359
Expenses and taxes, i

paid........ooinn. 3,278,005 648.269 832,069 | 848,197
Oash and cash items. 129,745, 578 L 22,600,045 83.208.271 | 12 235,490 197.7 .334
Other resources..... 16,329,044 ' 7.767,180 18,748,207 ¢ 1,601,813 44.446.334
Total...... ..... $1,040,607,781 ' $600,244,908 '$1,064,044,861 $146,661,673 33,751.649.178
LIABILITIES. |

Capital stock.. . 283,751,111 80,645,072 | 87407475 34,500,297 336,304,845
Surplus fund.. 66,725,191 |  45,R24,747 |  182.880.724 7,780,687 253,161,249

Other undivided ptts 682,869 15,043,401 27,448,960 8,528,577 70,558,827
= 11,365,280 gy

beoture bonds. ... ..... RS 11,306,280
State baunk notes. . 87.282 ...... D P, 187,282
Dividends unpaid. 758,98 | 108,479 41,412 06796
Individual d its. 818 5!8.&'” 411,660.986 45,560, 6&: ' 1.1%.&35 545
vings depo:ro? ............ ceeees cie eeseeaes 1,712 709, 2,760,028
Due to other banks i
and baokers....... 48,508,672 | 8,771.465 8.6“!.7!7 57,707,649
Other llabllltlu ..... 18 6&!.7&2 90,925.668 4,342,965 | 59,827,724
Total..... Sl 040,007,731  $600,244,908 ' $1,064,044,861 ‘8140.0614673 . $8,751,649,173

NUMBER, CAPITAL STOCK, SURPLUS, UNDIVIDED PROFITS AND DEPOSITS
OF ALL STATE BANKS, LOAN AND TRUST COMPANIES, AND S8AVINGS
(MUTUAL AND STOCK) AND PRIVATE BAVK% 1891-92,

No. Capital 'Undivided | )
(lasses. [ banks.| stock. | Surplu.v. | profits. | Deposits,
State banks................. a1m | 8238.751.171 366,7"5 191 szwszueo $648.513.809
Loan and trust companies. 168 | 845,972 45,824.7. 15,043,401 - 411.650.906
S8avings banks (outual)....; 643 .............. 122.45-.257 22,804,142 . 1450 79
Savings banks (stock)...... 416 87.4‘ﬂ’ 475 10,423 467 4.644,818 209.107,339
Private banks.............. 1,161 34,500,227 7,790,587 ‘ 8,628,577 | 93,0 91
————— e —_

Total........cooiennnnn | 5679 mmw $268,161.249 , 8705580‘.7 32.911,504,671

LOV(,LUEIO\
Prior to the passage of the ¥ree Banking Act a deep-rooted prejudice obtained
agajnst Nutional bank as monopolics. They were belicved to possess special privileges
[}
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inimical to the interests of the general public. The Act of January 14, 1875, removed
all restrictions and extended the powers and privileges of a National bank to any five
reputable men who might choose to organize such an institution, thus removing all
proper ground of criticism.

All prejudices are long-lived. but the one against National banks has possessed
unusual vitality. Thcre are many strong and excellently well-managed State banks.
Some of our States have good banking laws, well enforced, with competent and
effective supervision. Tt is undeniable, however, that, away from its immediate
locality, a Nationa! bank enjoys greater prestige than a State institution. The system
lends a credit and standing to its individual members. The actual advantage which
National banks possess have won favor, and the prejudioe, once 8o strong, has yielded
and is fast disappearing before the commercial advantages which the system affords.
The large percentage of increase in National banks formed is found in sections where
the prejudice was once strongest. [t is very gratifying to note this. There is no pos-
sible conflict of interests between the National system and State systems of banking.
National banks do a purely ccmmercial business. The various other banking func-
tions are perforined by State institutions, and the different Boards of direction are so
interwoven as to indicate the utmost harmony between State and Natfonal {nstitu-
tions.

More liberal provisions of law as to circulation or a reduction of the amount of
United States bonds which National banks are compelled to own. would result in
largely increasing the number of banks. As it is, each year marks a steady growth in
number and in public confidence in the system. They have given the country ¢he best
currency and the best commercial service it bas ever had, and the good solid business
sense of the country can be relied upon to protect and preserve the system.

THE CURRENCY BUREAU.

The work of the Bureau of the Currency is well systematized and is performed by
a thoroughly competent and well-equipped force of employees.

This force consists of ninety employees, the number having diminished from one
hundred and twenty-five in 1876 to ninety at the present time, notwithstanding the fact
that the large increase in the number of Associutions, under the supervision of the
Bureau, has necessarily incr-ased the amount of labor to e performed.

T have found all subordinates competent, courteous and faithful in the discharge
of their duties, and it is with pleagure that I acknowledge the valuable aid rendered
by those charged with the labor of preparing the statistical matter which appears in
this report.

' National Banks in Liquidation.
California—San Luis Obispo.— First National Bank; resolution dated August 27,

lowa—Sioux City.—Commercial National Bank; by resolution to take effect
December 1, 1892, .
Kansas—Clyde.—First National Bank; resolution dated November 15, 1892,
Salina.—First National Bank; resolution dated July 5, 1882,
189 ,Missourl—xanm City.—Continental Nat'l Bank; resolution dated November 11,
Nebraska—Dorchester.— First National Bank.
Lincoln.—8tate National Bank; resolution dated December 3, 1892,
Soulg.\zsloux City.— First National Bank; by resolution dated October 27,

Ohio—Batesville.—First National Bank; by resolution to take effect December 1,

Sandusky.—Third National Bank; charter expired by limitation September
18, 1892.
Urbana.—Third National Bank; chartered expired by limitation October
15, 1892.
South Dakota—De Smet.—First National Bank; resolution dated Aug. 8lst to
take effect Beptember 14, 1892,
Chatt ga.—Merchants’ National Bank; resolution dated Sep-

T
tember 24, 1892,
‘Washington—Tacoma.—National Bank of the Republic; resolution dated Ootober
1.41802, :
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BANKING AND FINANCIAL NEWS,

AND MISCELLANEOUS BANK AND FINANCIAL ITEMS.

‘This Department also includes : *“OPEN LETTERS FROM BANKERS " —an interchange of
epinion by those interested; * THE WORLD OF FINANCK"—extracts on monetary affairs
from newspaper sources; and a complete list of *“ NEW NATIONAL BANKS (furnished by the
Oomptroller of the Currency), STATE AND PRIVATE BANKS, CHANGES IN OFFICERS, DISSOLU-
TIONS AND FAILURES,” under their proper State heads for easy reference.

NEW YORK CITY.

A New State Bank.—The Yorkville Bank has been incorporated for the pur-
pose of carrying on a discount and deposit business in this city. The capital is
$100,000, divided into one hundred-dollar shares. The stockholders are Adolph
Kuttroft, Emil Unger, John Marsching, Henry Diedel, Carl Hutter, Cbarles E. Runk,
Reinbold Van Der Emde, and Henry F. Poggenburg, each fifty shares; Herman
Ridder, 40 shares; Oswald Ottendorfer, 100 shares; Randolph Guggenheimer, 150
shares: Bernard Amend, 10 shares.

Bank of New York National Banking Association.—On the 6th of December
last, Charles Olney was elected Cashier of this institution ding Eb: r 8.
Mason, who became President after the death of the late Charles M. Fry. Mr. Oiney
bad been connected with the bank for twenty-seven years, and for eleven years was
Asesistant Cashier. Edward T. Hulst has been made Aasistant Cashier, and George P.
Hall, the transfer clerk, wiil succeed Mr. Hulst as second Assistant Cashier.

According to a Circularrecently issued, of the stocks of 31 National banks in this
city, only 10 are quoted below their book value. The shares of the Chemical National,
for instance, have a book value of only $2,427, yet the last sale was at $4,450,and
$4,900 is now asked for the stock.

The National Park Bank has recently purchased the ** New York Herald'’ build-
ing so that it can extend its present building to the corner of Ann Street. The new
portion will be fitted up with all the modern improvements, including restaurant,
and a ladies’ reception room.

John Jacob Astor has been elected a Director of the National Park Bank in
place of Wilson G. Hunt, recently deceased.

NEW ENGLAND STATES.

1t is stated that one of the best located banks in Boston, Mass., is the Traders’
National. The * Traders’” stepped quietly into a part of the splendidly appointed
quarters which the Maverick National Bank bad prepared at great expense, and has
been quietly but enegeticaliy, building up an excellent busginess there.

New Hampeshire.—The Assignee of the Newmarket Saving Bank, will shortly
pay a dividend of 25 cents to the depositors. From present indications the depositors
will receive from 76 to 80 cents on the dollar.

MIDDLE STATES.

New York—City Bank of Buffalo.—This is the title of a new State bank that
will soon open for business, with a capital, fully paid, of $300,000, and a surplus, the
amount of which bas not yet been decided upon. The officers so far selected are:
President, Willlam C. Cornwell; Vioce-President, P. H. Grifin. Mr. Cornwell has
been for the past twenty years identified with the Bank of Buffalo, and for the
past fifteen years has become well knowa to the business population of Buffalo as
the Cashier of that institution. Probably there is no man in Buffalo more widely
known in the banking world. In November, 18], at the Convention of the American
Bankers' Association, held in New Orleans, he read a p»per on “ The Currency '
which attracted the attention of bankers all over the United States and Canada.

Mr. P. H. Griffin, President of the Grifin Car Wheel Works, and President of the
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Niagara Bank at Black Rock, will be prominently identified with the new enterprise,
and will take a leading part in its affairs as the Vice- President.

The location of the bank is one of the most important things connected with its
orgaanization. In this particular the City Bank will be especially favored. A site in
the very heart of the city has been selected for it, namely, the John C. Jewett build-
ing at No. 319 Main Street. This property has been purchased by interested persons
for the use of the bank. It is situated at the head of Niagara, Church and Erie
Streets. opposite the Brie County Savings Bank Building; is a new building, and
with a few changes will become one of the filnest banking offices in tbe city. It is
understood the price paid for the property was about $125,000.

The bank will open for business as soon as the alterations to the building can be
made, vaults put in, etc., which will probably take three months.

The directors will be active business men connected with the city’s industries. and
in addition to the directors, it is proposed to have a stockholuers’ committee of about
25 business men, representing more widely than is possible in a board of directors
each branch of business in Buffalo—a committee with which the directors and officers
can confer as to new business, new comers to the city, credits, and similar subjects.
The business community of Buffalo is to be congratulated on the establishment of a
new banking fnstitution under such competent management.

Condition of Pittsburgh banks.—The JOURNAL i8 indebted to R. J. Stoney, Jr.,
for the following compilation showing the condition of the State banks and trust
companies as reported to the Superintendent of banking at the close of business
November 30, 1892 :

RESOURCES. ! LIABILITIES.
Cash on hand and in baok... .. $15.,630,785 | Capital .................... ... $5,011,087
Investment securities...... ... 15,040,642 ' Surplus fund. ... . 88,345 461
Loans and discounts .... ... 16,547,534 | Undivided protlte 1.(-20.094
Real estate and fixtures......... 1,907,809 38,368,155
Bonds and mortgases Ceeeie... 6,082,354 Indlvldunl del)oslts 824.085.
Overdrafts .. . 12,171 | S8pecial deposits... .. 2,811,543
Miscellaneous assets.. ... . 483,653 | Certiticates of deposit 176,808
Certified and Cashiers’
checks.. 24,108
Due to other banks
and bankers . .. . 170,424
—— 387,218,868
Miscellaneous liabilities 62,981
Dividends unpaid.... .. 25,862
845,884,988 $45,684.938

As compared th.h the statement of Septemher 8th, 1892, the following cranges
appear : surplus and undivided profits, increase $212,000; investment securities,
increase $1,457,600 ; deposits, decrease $72,650; cash on hand, decrease $948,300 ;
discounts and loans on mortgages, decrease $268,7(0.

Philadelphia.-~-Nelson F. Evans, formerly a Director in the Spring Garden
National Bank, was convicted of conspiracy to defraud the depositors, and sentenced
to the Eastern Penitentiary for five years.

George H. Earle, Jr., succeeded George W, Blabon as President of the Finance
Company of Pennsylvania. The new President’'s recommendation that $2,000,000 of
preferred stock be issued was approved by the Board of Directors.

The Philadelphia Bank Clerks' Beneficlal Association has a membership of 443.
The following are the officers: President, B. F. D isson; Vice-President, John C.
Garland; Treasurer, Robert E. Wright; Recording Secretary, G. A. H. Rose; Corres-
ponding Secretary, G. De 8Silver Getz.

The Bank Clerks’ Athletic Associatinn i8 giving a weekly series of athletic enter-
tainments at its club room.

The statements of the National banks for December 9, a8 compared with the Sep-
tember statements, show no change in the capital stocks, theaggregate amount being
$22,465.000. The aggregate surplus of the banks is $14,068.303, an increase of $255,000,
made up as follows: Fourth 8t., $75,000; Merchants’, $50,000: Penu, $50,000; Manu-
facturers’, $10,000; Corn Exchange, $10,000; Chestout St., $10,000; Ninth, $10,000;
Second, $10,000; Northwestern, $10,000; Northern, $10,000; Tenth, $5,000; and Third,
$5.000. There are now eight of the National banks that have a surplus larger than
their respective capitals—the Bank of North America, Girard, Central, Northern Lib-
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erties, City, Consolidation, Righth, and Germantown National, and three banks with
a surplus equal ta their capital—the Tradesmens’, 3ixth National, and Kensington
National.

William McConnell died recently aged eighty-two years. He was Cashier of the
Kensington National Bauk, at the time it was robbed in 1871, by burglars in the garb
of policemen.

Pennsylvania.—The State Banking Department now has supervision of 8¢ banks
and 16 savings institutions and 73 trust companies. makiug a total of 173. These
fustitutions are represented by a capital of $44,938,224.14; surplus, $19,326,743,01 ;
undivided profits, $11,874,112.41 ; deposits, $200,085,235.68—a total of $:75,704,816.28.

Heavy Insurance.—The oxecutors of the late Joseph Walton, President of the
Farmers' Denosit National Bank, of Pittsburgh, Pa., have received $182,202 from the
New York Life Insurance Company and $100,000 from the Equitable for insurance on
Mr. Walton’s life.

Niagara Falls, N. Y.—A number of Buffalo and local capitalists, will soon start
2 new bank with $100,000 capital. The bank will be located in the Gluck building, and
it is reported that Henry Durk, for many years connected with the Cataract Bank, will
be the Cashier.

New Jersey.—The Receiver of the defunct People’s Bank, of 8ea Isle City, will
soon make another payment of 10 per cent. to the depositors The bank failed on
May 25, and since then two payments of 40 per cent. each have been made.

White Plains, N. Y.—A State bank with $50.000 capital is being organized here.
David Cromwell, former County Treasurer of Westchester County is one of the
prine movers in the enterprise, and will be President.

Pennsylvania.—According to the records of the State Bank Examiner’s Depart-
ment there are at present in Pennsylvaunia 84 State banks, 76 trust companies and 16
savings fund associations—a total of 175.

A new Bank is o1gdnizing and will soon open for business at Gloucester City,
N. J. The promoters and principal stockholders are Wm. J. Thompson, August
Muller and Jobhu F. Betz.

The Security Trust Company, of Rochester, N. Y., has been designated as one
of the depositaries for the lawful money reserve of State banks.

Kinderhook, N. Y.—It is reported that a State bank with $50,000 capital is soon

to be opened here.
SOUTHERN STATES.

Ban Antonio, Texas.—On November 30, 1892, that well-known banking house of
Thornton, Wright & Co., retired from the banking business and transferred all
aocounts to T. C. Frost., Thornton, Wright & Co. succeeded the Traders’ National
Bank, which went into voluntary liquidation several years ago. Merging their busi-
ness into the bank of T. C. Frost, makes the latter one of the largest private banking
firms in Texas.

Covington, Ky.—The stockholders of the Covington City National Bank will
meet on January 4, to vote on the question cf voluntary liguidation of the bank
and its consolidation with the First National Bank of that city. The stockholders of
the latter bank will meet on the same date to vote on the reduction of the capital
stock to $300,000 and then to increase it to $800,000.

Jacksonville, Fla.—The Equitable Investment Company has recently opened
for business with an authorized capital of $500,000, and $150,(00 paid up. It makes
a specialty of buying or selling lands and investing money, and also does a general
banking butiness, receiving deposits from five cents upwards.

Maryland.—A National bank, having also aSavings department, has been organ-
ized and will soon open in Crisfleid.

Paducah, Ky.—The corporate existence of the City National Bank has been
extended to January 14, 1913,

A bank with $50,000 capital will be opened about April 1, in Erwin, Tenn.

Sheflield, Ala.—Philadelphia capitalists think of establishing a bank here.

Albany, Ga.—Another bank is organizing, and will open in the near 2uture.

Alabama.—The well-known private banking firm of Isbell & Co., at Talladega, -
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have reorganized as the Isbell National Bank, with $50,000 capital and $50,000
surplus. The officers are: W. P. Armstrong, President; R. L. Ivey, Cashier; W. H.
Boynton, Assistant Cashier. The firm has been established since 1850, and bas done
a large and successful business.

WESTERN STATES.

Security Bank of Minnesota.—On Christmas last ¢ach employee of this bank
@35 in all) received a card of which the following is a copy:

‘The 8ecurity Bank of Minnesota, in token of its appreciation of your good and -
faitbful work during the past year, herewith makes you » sharer in its prosperity,and
greets you with ali xood wishes of the season und for the future.

Accompanying this card was a check for an extra month’s salary, & custom which
has been observed by this bank for the past three years. The experience of the
officers is that sharing the profits in this way causes no heartburning, but does con-
tribute to a great extent to the general good-will of all toward the bank and to the
cheerfulness with which the hard and constant work is undertaken. It takes a con-
siderable sum from the annual profits to carry out this plan but every officer of the
bank approves of it and considers that they receiveit all back in the improved esprit
de corps among the employees.

According to a statement at the close of business December 9, 1882, the Security
Bank had surplus and net undivided profits of $564,627, deposits of $8,625,227 and total
liabilities of $8,304,208.

Union National Bank of Chicago, Ill.—In a communication signed by Mr.
George Wilson of Lexington Mo., published in & recent iesue of the JOURNAL, it was
stated in referring to failures of National banks with the word * Union " in the title
that *in the panic of 1878 the first two banks that went down were the Union National
of St. Louis and the Union National of Chicago.”” The fact is, that W. F. Coolbaugh
who was then President of the Union National of Chicago, deemed it wise, during the
height of the panic of that year, to suspend forabout ten days, in view of the disturbed
condition of public affairs. The bank never failed and any such statement is entirely
erroneous. The bank justly ranks to-day as one of the str gest and best d
institutions ih the Country.

Chicago—Chemical National Bank.—C. E. Braden, former Cashier of the Met-
ropolitan Bank of Minneapolis, Minn., has been elected Cashier of the Chemical
National Bank of Chicago, and will assume his active duties in that institution on
January 1, 1883. Mr. Braden began his career as a banker in a subordinate positioan in
the old Hennepin County Savings Bank of Minneapolis, remaining there three years,
Next he was teller of the Northwestern National Bank for four years; then Assistant
Cashier of the Nicollet National for five years, and since he has been Cashier and
Munager of the Metropolitan Bank, which he organized about three and one-half
years ago. In every one of these places he has been a success.

Minneapolis, Minnesota.—The Flour City National Bank has recently declared
its regular semi-annual dividend of three per cent.,and carried $5,000 to surplus fund,
which now amounts to $130,000.

PACIFIC SLOPE.

Arizona National Bank of Tucson.—It was incorrectly stated recently in several
Western newspapers, that R. E, Graves, who has been convicted of irregularities in
connection with the failure of the Commercial National Bank of Dubuque. Iowa,
was the head of the Arizona National bank. The error probably grew out of a confu-
sion of names ; Mr, Graves’ son, E. W, Graves, being a Director and Assistant Cashier
of the Consolidated National Bank of Tuscon, and with which R. E. Graves was at
one time connected.

Tucoma, Washington.—The S8candinavian-American Bank has recently opened
for business with a capital of $100,000 and the following officers: President, A. E.
Jobuson; Vice-President, E. Steinbach; Cashier, H. E. Knatvold; Assistant Cashier,
Juljus O. Searle.

San Francisco, Cal. - The S8ecurity S8avings Bank has declared a dividend of 5 per
oent. per annum on term deposits and ¢ 1-8 per cent. per annum on ordinary deposits,
payable January 3d.
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OPEN LETTERS FROM BANKERS.

AN INTERCHANGE OF OPINION BY THE JOURNAL'S READERS.

PLAN FOR A SAFE AND ELASTIC CURRENCY SYSTEM.

Editor Rhodes’ Journal of Banking:
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