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CURRENCY REFORM IN THE
CONFENTION.

That the question of reform in our bank note
currency should have received less general dis-
cussion at the Denver bankers’ convention than it
received at the convention in Atlantic City a year
ago, is perhaps to be accounted for, first, by the
fact that the turbulent conditions of a National
election, with other issues to the front, do not
favor proper discussion of a subject of this sort, and
second, by the existence of a currency commission
appointed by Congress for the ostensible purpose
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of framing and submitting a comprehensive plan
of reform. The situation in both these regards was
such as to make it just a little embarrassing to
take up with the usual vigor and energy that
particular question. In addition, it may be said that
the wish of a vear ago, to insure immediate action,
was sharpened by the feeling among all observant
bankers that the financial situation was approach-
ing a crisis in which a proper bank currency system
would be of urgent importance. That this last
conclusion was well founded at the time, no one
familiar with the actual course of events during the
two months after the Atlantic City gathering is
likely now to question.

But interest in the question of a reformed cur-
rency is far from dead among the bankers of this
country, a fact of which the Denver Convention was
itself a sufficient indication. They keynote of the
proceedings was sounded by President Powers,
whose annual address at the opening of the Con-
vention devoted itself frankly to the question of
currency reform. He plainly laid before the Con-
vention his belief that the panic was the strongest
of arguments in behalf of a scientific bank currency,
and that the construction of such a system must be
trusted to men familiar with practical banking
rather than to mere theorists. With perhaps a side
glance at the peculiar proceedings of the last
session of Congress in its debates, its legislative
measures, and the composition of its currency
commission, he added, “they should be men who
understand the necessity for and importance of
ridding the government of the dangerous legal
tender greenbacks by their final redemption and
retirement, by a sane and safe means of gradual
change from our bond-secured currency to a system
which has proved sound by the experience of other
countries.”

More in detail, the same subject was taken up
by Mr, B. E. Walker, President of the Canadian
Bank of Commerce, who spoke on the question with
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the authority of a practical expert familiar both
with the American and Canadian systems. M.
Walker first pointed out the difficulty which every-
one recognizes to exist in'dealing with the question:

“The profound line of cleavage which made it so
difficult to create the first bank of the United States,
and which destroyed it and its successor, still exists,
It lies between those who favor a system of banking
good for the nation as a whole, as opposed to a
system of banking which may be right or wrong
for the great number of units engaged in the busi-
ness of banking, but which is clearly not right for
the nation as a whole,”

What, then, of the actual situation? Mr. Walker
analyzed the government’s statement of the amount
and kinds of money circulating in this country in
the middle of the year, on which he commented
thus:

“From this it is apparent that in the United
States there is no currency of the kind usually
known as bank-note issues, the notes issued by
national banks and guaranteed by the Government
being a species of money based on the debt of a
Government, There were bank-note issues before
the war, and, as we know, they were retire for
arbitrary reasons connected with the finances of the
Government, and not for the purpose of improying
the system of banking, We also know that while
the national bank-notes which took their place
possess good qualities not possessed by the old
State-bank issues, they also carry with them the
grave defect of rigidity which accompanies nearly
all Government note issues.”

The Aldrich-Vreeland bill, it is true, provides for
an “emergency currency” which might be used to
meet an occasion of real need. But the restrictions
of this law “practically amount to an admissjon
that the issuing of credit notes is too dangerous a
franchise to be granted to a bank under ordinary
circumstances,” and, “the whole machinery for
these emergency issues is so difficult that the act
may quite fail in its purpose.” OFf the truth of
this latter statement, we imagine bankers who have
studied the provisions of this patch-waork of legisla-
tion have already a pretty well defined suspicion,
It only remains, then, to determine whether a hank
note currency not thus restricted, and suitably
adapted to the real needs of commerce, is or is not
an actual necessity in the United States. There
are public men who have declared it is not; on the
floor of Congress, last spring, it was asserted that
the present system, if extended on the basis of
pledge of other than Government securities, is all
that the country needs. Mr., Walker thinks other-
wise ; he has this to say on the matter:

“There are countries in the Old World where the
fluctuations in the volume of trade and in the price
of commodities and securities from one year to an-
other, and from one part of the year to another,
are not so violent as to require much elasticity in the
currency. But in the United States, where the
volume of trade and the price of commodities and
securities vary largely from one period of contrac-
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tion through a period of expansion to the next period
of contraction, and from one year to another, and
from one part of a year to another, and from day
to day, there should be in addition to the constantly
varying total of checks, drafts, and such credit in-
struments, with which most of our trade is done, a
species of credit-note issuable by banks which can
be varied in total quantity in proportion as the total
quantity of trade done with such instruments of
credit varies. And there is the additional reason for
such a eredit-note that whenever, because of panic
or any form of distrust, the ordinary currency is
hoarded or additional cash is bemg held by banks as
reserves, some legal credit currency becomes more
than ever necessary.”

This argument seems to us irrefutable, and it is
not less impressive because it comes from a practi-
cal foreigner who can judge from personal observa-
tion the working of two radically different systems
in two countries as closely akin, in their industrial
system, their habits of every-day business, and their
geographical character, as Canada and the United
States. It is, moreaver, absolutely in line with the
opinion of practical European experts who have
studied our currency system and its workings in
the light of their own experience. On the part of
these people judgment is unanimous that our pres-
ent bond-secured bank-note issues, rigid and inelastic
as they necessarily are, have three very positive re-
sults on our finances—all of them evil. Creating as
they do a wholly artificial motive and basis for in-
crease in such currency, they expand unreason-
ably at ordinary times, thus offering a direct induce-
ment to use of bank resources, at a time of inactive
trade, in speculation. Prevented as this currency
is by law from a quick response to slackening trade

requirements, they leave the eireulating medium, at
a time of industrial reaction, in as great a supply as
at the climax of an industrial boom, and thereby

stimulate export of the gold which lies at the basis
of all our currency. Iinally, such is the delay in
taking out new bank-note currency under the pres-
ent system, and such the obstacles thrown in the
way of it by requirement of government bond col-
lateral when such bonds are hard to get, that the
normal remedy of such a “currency famine” as oc-
curred in last October's panic is impossible fo
apply,

These are three very grave defects, Taken 1o-
gether, especially in the light of the peculiar needs
of a country with the industrial, geographical and
political character of the United States, they are
enongh to condemn the present law and systeni.
Had the distinctive phenomena of our panic of
1907 oceurred in any other country, our own finan-
¢ial experts would have been quick to declare that
the currency system of that country had simply
broken down under the test, and that no time ought
to be lost in contriving another system. That the
practical bankers of the United States fully recog-
nize the nature of last autumn's experiences, and
that they are not likely to allow the governing iau-
thorities to forget it when the turmoil of a politi-
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cal campaign has passed over, are reassuring facts
which confirm Col. Powers’ view that the indirectly
good results of such a shock as that of 1907 may be
great enough to offset the immediate financial
havoc.

THE BANKERS DECLARE AGAINST
DEPOSIT GUARANTY.

The proposition to guarantee bank deposits was
the question of transcending interest, One of the
gratifying features of the work of the Convention
was the consensus of opinion condemning the
scheme,

The matter was taken up for considera-
tion on the morning of the very first day, namely
Monday, September 28, at the meeting of the Sav-
ings Bank Section, and this section condemned both
the idea of postal savings banks and the bank de-
posit guaranty scheme—twa equally paternalistic

proposals. In the afternoon of the same day the
Clearing House Section had its meeting and took
similar action. The resolution with reference to
the matter presented at the Sayings Bank meeting
attracts attention by reason of its broad and com-
prehensive character, showing that the measure is
objectionable on many different grounds. “The reso-
lution was offered by ex-Governor Myron T. Her-
rick, of Ohio, and after pointing out that the loss
to depositors of savings banks has been so small as
to be a negligible quantity, declares that any plan
to make each of those banks responsible by taxation
or assessment for the acts of one another, or to con-
nect them with the National banking system, is
“unsound in principle, confiscatory in form,
and inimical to the best interest of depositors,
stockholders and borrowers.” There could be no
more sweeping condemnation than this, and yet
the statements in it are entirely accurate, It is also
correct to say that the guaranty scheme is a
“specious form of paternalism and socialism” and
that it would “tend to encourage speculation and
undue expansion of credit.” The resolution re-
cords “the most solemn protest against the en-
action into law, either by -States or the Nation, of
any principles so subversive to sound economics and
so revolutionary in character,”

On the second day the Trust Company Section
had its meeting, and also took up the subject. As
at the meetings of the other sections, debates oc-
ctirred on the point whether the section had the
constitutional right to consider any proposition not
of exclusive interest to trust companies, In the
end, the resolutions under consideration, offered by
F. H. Fries, whose paper on “Radicalism vs. Con-
servatism” attracted a great deal of attention, were
adopted by a vote of 74 to 5. At the regular ses-
sions of the Convention, which did not begin until
Wednesday, Col. James D. Powers in his open-
ing address was unsparing in his criticism of the
idea.

President Alexander Gilbert in his address on
“Vital Issues” dealt incidentally but very effectively
with the subject as noted below. Furthermore, one
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of the prepared addresses, that of Festus J. Wade,
of the Mercantile Trust Company, of St. Louis,
was entirely deyoted to the subject, and a very con-
vincing and conclusive address it was. The re-
port of the Federal Legislative Commission is given
up very largely, almost exclusively, to annihilatmg
the scheme, and this body demonstrates that the
plan, so far from preventing panics, is more likely
to prove the mother of panics. On the floor of the
Convention the subject elicited most earnest discus-
sion, and the gathering finally put itself on record
as opposed to the idea by an overwhelming vote.

My, Gilbert in his trenchant remarks dealt a blow
at once to the Utopian scheme of Mr. Bryan and
the fantastic and equally futile scheme of Con-
gressman Fowler which Mr, Taft appears to favor.
What for instance could be more conclusive or
more to the point than the following :

Now ijust a word or two about guarantee of deposits.
Tlhe impression prevails quite widely that the injection of
thi= principle into our banking practice would he a sure
preventive of panics.  This indicates mental confusion.
Panics do not develop from the fear of depositors that
they will not ultimately get their money from embarrassed
hanks, but from the fear that they will not be able to get
it when they want it; they cannot afford to have it locked
up, and any insurance law which provides that the losses
of failed institutions shall be paid by the solvent nstitu-
tions of the country after the loss shall have been ascer-
tained by liquidation will be powerless to prevent runs on
distrusted institutions, Throughout my long experience 1
have noticed that depositors seldom make a mistake in the
seléction of the institution to run upon. They very seldom
in the first instance trouble a conservatively managed
institution. They know intuitively where to strike the first
blow, and the second, and the third, and so on until an-
imated Dby fright and panic they attack every. institution
that is distrusted or talked about. This is the course which
every panic follows; and no insurance law which does
not provide for the compulsory payment on demand of the
deposits of embarrassed institutions will arrest or change
this course, The enactment of such a law would be an
act of injustice—contrary to the spirit of our institutions—
contrary to that sentiment of right and of fair play which
is implanted in every human breast, and it would be
franght with the grayest possible danger in time of panic.

You cantiot estimate this danger by studying the opera-
tion of such a law in the State of Oklahoma or any of the
smaller States where banking capital and deposit liabilities
are small comparatively, but apply it to one of our larger
States, the State of New York, for instance, many of
whase institutions have deposit liabilities of fifty millions
and upwards, and quite a few exceeding one hundred
millions and up to two hundred millions, what would hap-
pent if one or more of those large institutions should be-
come temporarily embarrassed in time of panic, and the
solvent institutions should he called upon to pay its de-
positors on demand? They could not comply; it would
aggravate the panic and prolong indefinitely the possibility
of recovery, Compulsory legislation, whether it shall re-
quire the payment of deposits on demand or the balance
due after liquidation, is wrong in principle, illogical, un-
just,  Why should the old time institutions of the country,
with a long and enyiable record of wise and conservative
management and success, be held responsible for losses
growing out of the speculative transactions of speculative
{nstitutions, many of which are springing up all over the
country in this age of excessive speculative tendencies?

Colonel F. H. Fries, in his address on “Radical-
ism vs. Conservatism,” before the Trust Company
Section, likewise delivered some effective Dblows
against both the postal savings bank proposition
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and the guaranty scheme, and also declared against
giving National banks trust company privileges.
With regard to the deposit guaranty scheme he
argued that the influence of such a measure would
be detrimental to the banks, the bankers and the
people. Under such a law the bank itself would
have no special inducement to accumulate a large
capital and surplus, or build up a name for con-
servative management, On the contrary, the in-
terest of the stockholders would be best served by
the prompt distribution of its earnings and a re-
duction of its capital to the least amount that it
could successfully operate with, while profits, and
not safety and reputation, would be its main con-
cern.  The consciousness of having deposits
guaranteed would give to the speculatively in-
clined banker just the assurance that would lead
him to take undue risks for the sake of extra profit
and to the lazy and slothful it would give confi-
dence that would cause him to become less vigilant
and careful, while to the people it would give a
narcotic that would render them less watchful and
more indifferent to true merit and trustworthiness—
all of which is undeniably true,

Mr. Festus J. Wade contended that a deposit
guaranty is unconstitutional. Speaking of the
Oklahoma law he says the word “assessment” is
undoubtedly used to disguise the fact that it is
really a tax. The power to take is subject to the
limitation that a tax must be levied for public pur-
poses only, and an imposition in the form of a tax
for purpose of private interest is void and uncon-
stitutional. It takes the private property of the
stockholders of solvent banks to pay the deposit
creditors of insolvent banks. This is not taking
private property for public use. It is the taking of
the private property of one class of citizens for the
private benefit of another class of citizens, and hence
is indefensible upon any theory of taxation or tipon
any theory of just governmental principles.

But supposing the guaranty proposition consti-
tutional, Mr. Wade shows it must fail., It is at-
tempted to make a horizontal rate of taxation on
all banks—good and bad. How long, he asks,
would a life, fire, casualty or fidelity insur-
ance company remain solvent if the life insurance
company made the same rate on the life of each
individual, irrespective of age or state of health ;
the fire insurance company the same rate on build-
ings whether frame, brick, fire-proof, in towns and
cities with and without protection against fire; the
castialty company the same rate on a man walking
on the street as on a man working in a powder
factory; or the fidelity insurance company the same
rate for a bond of the dishonest or inexperienced
man as it would charge for the honest, experienced
and capable man?

Conservatism, experience, judgment, education
in the various financial problems, would count for
naught. A man, or set of men, invading the bank-
ing field to-morrow, would be placed upon the
same plane as the sages in the financial world.
Irresponsibility would be promoted by the adoption
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of the bank guaranty deposit idea, because under it
all deposits would be theoretically “guaranteed.”
Knowledge of past history and experience would
be entirely unnecessary. Any set of men, irre-
spective of character, ability or financial experience,
could form a banking institution in one form or
another; put a sign on the door, as they do in
Oklahoma—"“All  deposits guaranteed by the
State”—sell their certificates paying five and six
per cent. and compete with their neighbor who had
weathered financial storms, and who would, by
the operation of this chimerical scheme, be re-
quired to pay the depositors of dishonest, inexperi-
enced, ignorant or disreputable bankers, Further-
more, under the operation of the law, the solvency
of every bank subject to that law, in times of dis-
tress, would be questioned. Why? Because it
would not only be called upon to show the solvency
of its own institution, but to guarantee the deposits
of every other institution in the State; accordingly
the contingent liability of each bank would be
greater a thousandfold than its total assets.

The Legislative Commission of the association
declares that the deposit guarantee proposition
would compel all banks, by force of law, to pay
unknown sums to unknown persons, for eventual
losses for an unknown period of time, and subject
to unknown risks, over which the parties compelled
to pay have no control whatever. It would seem to
be taking property without due compensation, and
therefore witra wires. They ask if the inevitable
effect must not be to impair the present and deter
future investment in bank stocks.

With capital sufficient to margin its dealings with
the public, a bank next selects men of probity and
established character for its management: with the
lapse of time the management establishes its ef-
ficiency as well as its honesty, and a discriminating
public entrusts the bank with its business. The
4rowing volume of deposits and of business estab-
lishes a good-will, which is one of the principal ele-
ments of the value which bank stock possesses, and
therefore a great inducement to bank stock invest-
ments. The guarantee plan, however, would seri-
ously impair the value, if not destroy the good-will
of a bank, by placing all banks exactly on a par with
respect to financial responsibility, For it is to be
remembered that while each bank guarantees the
deposits of all, each bank assumes the risks and
losses of all.

Altogether the deposit guaranty proposal fur-
nished the liveliest as well as the livest topic under
discussion and consideration, and with so many and
such convincing arguments against the guaranty
fallacy, it is not surprising that the association col-
lectively, and all its subdivisions separately, should
almost unanimously have condemned the same, It
will be admitted, we think, that the action of the
bankers on the subject is of no little significance
and importance, as indicating the opinion of those
best qualified, by training and experience, to pass
judgment on the scheme. Necessarily, their con-
demnation of it must carry great weight.
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POSTAL SAVINGS BANKS NOT FAVORED,

Naturally the Savings Bank Section took a de-
cided stand against postal savings banks—a proposal
of a piece with the scheme for guaranteeing bank
deposits. The Bankers' Association as a whole was
not so directly concerned in the matter, but
it also declared emphatically against the scheme.
The trustees and managers of the savings institu-
tions, charged with such a weighty responsibility
in looking after the interests of the poorer classes
of the population, for whom savings banks chiefly
exist, would have been derelict in their duty if they
had failed to go on record in opposition to this de-
lusive and deluding scheme. No one informed as
to the proceedings of previous annual meetings of
the Savings Bank Section could have been in doubt
as to what decision this body would reach when the
matter was presented for official action. This was
not the first occasion when the subject had been
considered. There has been discussion of it in the
past, before it became associated with politics, and
these discussions had made it plain that sentiment
upon the part of savings bank officials was radically
and unmistakably hostile to the idea.

There is reason for congratulation in the fact that
the Savings Bank Section in registering its protest
based its action on stich broad and impregnable
ground. A special committee, the Committee on
Postal Savings Banks, had been considering the mat-
ter and in its report laid down the rule that, unless
imperatively demanded by public needs, the function
of the United States Government should not be ex-

tended to the spheres more properly occupied by
State governments or by corporate or individual ef-
fort. They thought it preferable to educate the
newly arrived foreigner to American methods rather
than to accommodate our methods to his inexperi-
ence.

They “point with pride”—and well they may—to
the record of the sayings institutions of the United
States. The figures for 1907 are not yet available,
but during the year 1906 the aggregate net loss to
depositors, they say, was the trivial sum of $120,000,
being three ten-thousandths of 1 per cent. on a total
of $3,500,000,000 in savings deposits, whereas the
proposed Government rate of 2% would have de-
prived the depositors of at least $50,000,000 interest
in the same year. No one will dispute the statement
that the savings institutions have performed a great
service throughout the United States in developing
the country. A large proportion of the deposits of
those institutions is invested in first mortgages to
build homes and in municipal bonds, all of which
investments have greatly assisted in the upbuilding
of the various communities. Nor can the further
statement be denied that “the history of the financial
institutions of the United States demonstrates that
in safety and in adaptability these institutions are
developing as the country develops, through a pro-
cess of evolution, and that the record of the past
is a sufficient guarantee for the future that our pres-
ent banking facilities will steadily grow to meet all
the requirements of the country.” The meeting of
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the Savings Bank Section endorsed these views and

declared against postal banks by a decisive vote,
_—

THE PAPERS AND ADDRESSES.

All the speakers dealt with questions of decided
interest and of large public importance, and while
their themes differed widely, they all necessarily re-
ferred, directly or indirectly, to one or more of the
topics of the day. We risk nothing when we say
that the general average of the papers and addresses
was higher than at any previous Convention.

The remarks of President Woodrow Wilson, of
Princeton, on the subject of “The Banker and the
Nation,”” were those of the scholar and teacher ani-
mated by a desire to promote the welfare and con-
tinued progress of the whole population. He ob-
served that we had witnessed in recent years an
extraordinary awakening of the public conscience
with regard to the methods of modern business, and
now that the moral and political aspects of the mat-
ter are laid bare, we have run out of quiet waters
into a very cyclone of reform. No man is so poor
as not to haye his policies for everything. The
whole structure of society is being critically looked
over, and changes of the most radical character are
being soberly discussed, which it would take genera-
tions to perfect, but which we are hopefully think-
ing of putting out to contract ta be finished by a
specified date well within the limits of our own time.

Every new policy proposed, he points out, has as
its immediate or ultimate object the restraint of the
power of accumulated capital, for the protection and
benefit of those who cannot command its use. We
have forgotten what the power of government means
and have found out what the power of capital
means; and so we do not fear government and are
not jealous of political power. We fear capital
and are jealous of its domination. He utters a
word of caution and says there will be need of
many cool heads and much excellent judgment
among us to curb this new power without throwing
ourselves back into the gulf of the old, from which
we were the first of the nations of the world to
find a practicable way of escape.

In the popular view the banks are the special
and exclusive instrumentalities of capital used on a
large scale, and therefore they are deeply concerned
in seeing that public opinion and public action shall
be guided aright. While it was not the purpose of
Dr. Wilson to advocate the establishment of branch
banks, he yet ventired the opinion—with great con-
fidence, he asserted—that if a system of branch
banks, very simply and inexpensively managed and
not necessarily open every day in the week, could
be organized, which would put the resources of
the rich banks of the country at the disposal of
whole countrysides, to whose merchants and farm-
ers only a restricted and local credit is now open,
the attitude of plain men everywhere towards the
banks and banking would be changed utterly with-
in less than a generation, he thought. The average
voter would then learn that the money of the coun-
try was not being hoarded; that it was at the dis-
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posal of any honest man who could use it: and that
to strike at the banks was to strike at the general
convenience and the general prosperity. In his view,
the problem how capital is to draw near to the peo-
ple and serve them at once obviously and safely is
the question, the great and now pressing question,
which it is the particular duty of the banker to
answer,

Col: J. D: Powers, in his annual
President of the Association, was very emphatic in
condemning the general craze of the day, which
seeks to regulate everything by legislation, FHis
attitude can be judged from the following excerpt :

address as

“Take the platforms of the two great political
parties and compare them and you will find so
slight a difference except an vote-catching planks,
which are so rotten that they are not expected to
last beyond the election, that the whole question
for business men aud true patriots North, South,
East and West should be: Where will T find the
greatest safety for my property rights, the material
welfare of the Nation, the advancement of trade
and commerce, the preservation of liberty and
equality before the law, and the greatest hope of
general prosperity, and there abide until you can
do better. Leave the ‘buncombe’ to the demagogic
politicians who are responsible for its existence.’

The speech of Alexander Gilbert, President of
the Market & Fulton National Bank of this city, on
“Vital Issues,” was that of the practical banker and
man of affairs, and his utterances were the out-
growth of a wide and varied experience. What such
a man has to say with reference to the panic and
the causes responsible for it, and the way it was
handled, naturally carries much weight, for he
speaks from personal knowledge. As President of
the New York Clearing House Association, he was
one of the group of banking men upon whom fell
the responsibility for dealing effectively with the
critical situation which arose in October and No-
vember of last year, and preventing the panic from
spreading and resulting in widespread ruin. We
commented on Mr, Gilbert's address in an editorial
article in the CuroNICLE of last Saturday,

In his view when the truth is known as generally
in the West as in the East, it will be recognized that
the checking and subsequent control of the panic of
1907 was not due alone to the prompt action of
the New York Clearing House, but to the fact that
the Clearing House banks of New York constitute
the most powerful and conservative banking in-
fluence in the country. They were prepared for the
panic of 1907, he declares—they saw it coming.
New York bankers, he observed, had heen severely
criticised because they did not more fully respond
to the demands of country correspondents by ship-
ping currency against balances. To have fully
honored, however, the demands that were pouring
in from all sections of the country would have dis-
sipated our banking reserve in a fortnight. He
points out that the $53,000,000 deficit in New York
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City banking reserve occurred in less than ten days
after the suspension of the Knickerbocker Trust
Company and was caused by the shipment to interior
institutions of the larger portion of that amount in
that short time. Continuing, he said: “We kept
the door of our treasure house wide open until for
the good of the whole country it became necessary
to partially close it. It never was fully closed. Cur-
reficy shipments continued in a restricted way
throughout the panic and a large number of our
banks kept up their counter payments as usual. It
is true that large sums were loaned in Wall Street
during the panic, but it was not for gain or to
promote stock speculation, but to protect weak spots
that had been discovered and to arrest and prevent
the further spread of the panic in New York. Wher-
ever a weak spot was discovered, whether in Stock
Exchange circles or in mercantile or industrial
cireles, if it was safe and proper to protect it, money
was freely loaned for that purpose.”

Before the Trust Company Section, Mr, Breckin-
ridge Jones, of the Mississippi Valley Trust Co., de-
livered a notable address, entitled, “The Trust Com-
pany—A Necessity.,” Not only did he succeed in
establishing his thesis, but he also undertook to
show that the national banks, when they assume to
engage in trust or other outside functions, are ex-
ceeding their authority. He fortified his point, too,
with strong argument, Here is his summary on
that matter:

“It is submitted that, under the principles and
provisons as set out above, the national bank has
no power to have a separate safe-deposit depart-
ment, and run it as a business; has no power to
act as transfer agent or registrar of stocks; no
power to own stocks of any kind unless taken for
debt; no power to act as trustee under a cor-
porate mortgage; no power to buy or sell other
than Government bonds generally or on com-
mission ; and that if a loss should occur by reason
of its doing either of these unauthorized things
and the bank should be sued by one who has in-
curred loss thereby, the bank could successfully
plead witra ires.”

Mr. Jones's address deserves careful reading,
Concerning the way the trust companies passed
through the panic of last fall, Mr. Jones asserts that
throughout the United States during the last year
though twenty-seven trust companies suspended pay-
nient more than twenty of these have resumed. Out-
side of the losses incident to the failure of two trust
companies—one the California Safe Deposit  and
Trust Company of San Francisco and the other
the New England Trust (_”t'nn[);my of Providence,
R. L., both of which were looted by officers who are
now in prison—it is estimated, he says, that the
losses to depositors of failed trust companies in the
last panic will not aggregate $200,000. “Such is the
record of over 2,200 companies hayving aggregate
resources of over four and one-half billions of
dollars.”
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Vital [ssues.

By ALESANDER Grisery, President New York Clearing House, and President Market & Fulton National Bank,
New York City.

Mr, Prosident and Members of the American Bankers' As-
gociation:

This is my first visit to Denver, and the first time I ever
attended a convention of the American Bankers® Associa-
tion held outside of the city of New York. Now that I
have had a taste of the pleasure, and a suggestion of the
profit which one receives from attending these conventions,
I regret very much that I have been so indifferent to past
opportunities, You will pardon me, T am sure, if I take
advantage of my presence here on this occasion to refer to
a matter which has been brought home to me by numerous
invitations received during the past six months to attend
bankers’ conventions held in the West for the purpose of
correcting a wrong impression that seems to have taken
root in the minds of Western bankers, that we Eastern
bankers, more especinlly the bankers of New York during
the panic, suspended cash payments, and refused accom-
modation to our out-of-town correspondents in order that
we vould loan our money in Wall Street at prevailing high
rates of interest. It is difficult for me to believe that this
impression prevails to any serious extent. T am prepared
to Lolieve that there are bankers scattered throughout the
cotuntry who rveally believe it: There were quite o num-
ber of untrue, unwise, intemperate speecles made during
the last session of Congress by members of both houses,
charging the same offénse against the New York banks.
These speeches were printed in the Congressional Record
and through the press disseminated throughout the coun-
try, and it would be strange if these misstatements had
not found lodgment in many minds. T am not here to
apologize for anything the New York bankers did during
the panie, for when the fruth is known as generally in the
West as in the East, it will be recognized that the check-
ing and subsequent control of the panic of 1907 was due
not alone to the prompt action of the New York Clearing
House, but to the fact that the Clearing House banks of
New York constitute the most powerful and conservative

org/

banking influence in the country. They Wwere prepared
for the panic of 1807—they saw it coming, The furious
stock speculation of 1908 and 1907, with its tremendous
pressure for money and abnormal interest rates, developed
all the apprehension necessary fo suggest caution and
preparation. They realized also that a dangerous situation
had been created by the large amount of funds sent to
New York by interior banks to be loaned in Wall Street
at prevailing high rates, knowing full well that the first
indication of trouble would result in a recall of those
funds. They were also aware that an extraordinary
amount having been borrowed abroad on finance bills to
bolster up the speculation in stocks, that the world-wide
pressure for money would make it difficult, if not impos-
sible, to renew those loans at maturity, and that the bur-
den of providing for them would probably fall on New
York. Another threatening danger was the large volume
of trust company deposits, almost as great ms the bank
deposits, against which a very small percentage of cash
reserye was being carried. In addition it was feared by
the Clearing House Committee that several important banlk-
ing institutions, controlled and managed by men of well
known speculative tendencies, had been seriously weakened
hy unwise investments. The occurrence of a panic under
these conditions would subject mot only the banking re-
serve, but the wisdom of New York bankers, to a terrible
strain.

Well, the panic occurred. The institutions that had been
weakened by unwise investments went down. New York
was the storm center. The paramount question was, could
the storm be stayed befors its work of devastation and
ruin should spread over the entire country. This was the
problem confronting the Clearing House Committee, The
committee knew that the issuance of Clearing House cer-
tifientes would immediately bring about a restriction of
eash payments throughout the country, causing widespread
business inconvenience and embarrassment, and they also




92 BANKERS' CONVENTION.

knew by experience that the dissipation of the New York
banking reserve upon which practically the credit volume of
the nation rests, would alarm the nation, intensify the
panic and greatly prolong the period of recuperation, Hop-
ing that the panicky condition might subside, the commit-
tee postponed from day to day the issuance of Clearing
House Certificates, honoring the drafts that were being
made against our rapidly falling reserve until it showed
a deficit of $53,000,000, and then eoncluded that it would
be folly to hesitate longer, and Clearing House certificates
were issued.

New York bankers have been severely criticised because
they did not more fully respond to the demands of country
correspondents by shipping currency against balances. To
have fully honored the demands that were pouring in from
all sections of the country would have dissipated our bank-
ing reserve in a fortnight. How could it be replenished ¥
Were the interior bankers sending eurrency to New York?
What would have been the effect upon the country if the
New York banking reserve had been entirely depleted? It
would haye so intensified the panicky feeling that wide-
spread commercial disaster would have resulted. Tt was of
the highest importance that New York in its cash resources
should Keep reasonably strong.
dence—to provide the pay-rolls for its own industrial or-
ganizations nnd those numerous large corporations scattered
throughout the country whose headquarters are in New

To sustain public confi-

York—to provide the e¢ash for payments to the government
for duties and internal revenue requirements and for the
needs of the city and its many important interests, The
$53,000,000 deficit in our banking reserve occurred in less
than ten days after the failure of the Knickerbocker Trust
Company, and was caused by the shipment to interior in-
stitutions of the larger portion of that amount in that
short time. We kept the door of our treasure house wide
open until for the good of the whole country it became
necessary to partially close it. It never was fully closed.

Currency shipments continued in a restricfed way through-
out the panic, and a large number of our banks kept up
their countor payments ag usnal.

Another adverse criticism is that our bankers during
the panic loaned large sums of money in Wall Street to

promote stock speenlation and take advantage of high in-

terest rates. Tn one sense I cannot say that this is not
true.  Wall Street required a large amount of crodit to
meet maturing obligations: the failure of a prominent
Stock Exchange house would in its effect upon the general
situation have been more disastrous than the failure of g
large mercantile house or industrial corporition. The New
York Stock Exchange represents in the volume and mMoney
vilue of its transactions the largest business interest in
the counfry. Among its members are many large and
important banking houses whose husiness is strictly legiti-
mate and non-speculative.  During a panic these interest
must be protected. The Stock Exchange has its own Clear-
ing House. During a panic it is of the highest importance
that its daily clearances should be effected without diffi-
culty. During the panic the New York Clearing House
Committee was on duty day and night, watching for dan-
ger spots in the situation—preparved to protect every weak
apot. discovered that was entitled to assistance. During
the discussion of the currency question last winter at
Washington, I appeared before the Banking and Cur-
rency Committee. A member of the committee asked me
if it was true that the New York banks loaned money in
Wall Street during the panie. I replied: T am glad you
asked me that question. T should not have known how to
introduce the subject, and [ only wish that my voice was
strong enough to reach the ears of every member of Co-
gress and make them elearly understand the relation of the
New York banks to the New York Stock Exchange. Tt is
true that large sums were loaned in Wall Street during the
panie, but it was not for gain or to promote stock specula-
tion, but to protect weak spots that had been discovered
and to arrest and prevent the further spread of the panic
in New York. Wherever n weak spot was discovered,

whether in stock exchange rireles, or in mercantile or in-
dustrial cireles, if it was safe and proper to protect it,
money was freely loaned for that purpose. And I want to
say with a good deal of emphasis, that nowhere in the
world can be found a more conservative and patriotic body
of men than the bankers of the New York Clearing House
Association. and not for one single moment. during the
panic was the Clearing House Committee, in directing that
great banking power, influenced by thought of gain or
other selfish considerations,

New York had resting upon it a great responsibility
a great task to perform-—viz., to hold in poise and steadi-
ness the general business interests of the whole country,
and to prevent if possible its credit system and its credit
superstructure being thrown into violent confusion. Inas-
much as the eredit superstructure of the country practically
rests upon the banking reserve of New York, the depletion
of this reserve could only be permitted to veach a cortain
point.

If you could have stood where I stood and been con-
scious of the gravity of the situation and the danger which
threatened to involve the business interests of the country
i confusion and disaster throngh the inability of many
Stack Exchange honses to horrow money fo meet maturing
obligations and ta effect the daily clearances at the Stock
Exchange Cleaving House, you wounld have thought the
bankers. of New York vecreant to their trust had they
failed The
failure of a number of prominent banking houses at that
moment would have so intensifled the panicky feeling and
fear which had taken possession of the people, that the

to prevent, if possible, such an oseurrence.

eredit system of the country woulid have been shaken from
top to bottom. The money which New York banks ponred
into Wall Street during that exeiting time was not to pro-
mote stock speculation or to take advantage of high inter-
est rates, but to protect the business interests of the
vountry against threatening and alarming dangers.

The Clearing House bankers of New York deprecate as
strongly as the most conservative member of tlis associa-
tion the preat speculative movements which oceur from
time to time in stocks and commodities, and would prevent
them if possible, but they reualize, what every thouglitful
man must realize, that dealing in stocks and honds is just
s legitimate a business calling as dealing in any of the
commodities of life, and that among the things which are
hought and sold in business, corporate securities have just
as proper a place as the staple commodities or the luxuries
of life. The formation of pools or combinations, however,
for the purpose of prompting or carrying on these great
speculative bulling  or bearing  markets, nd-
vitncing or depressing prices, is a form of gambling com-
pared with which, in its effects upon eociety, all other
forms pale into insignificance, R

MOVenenes,

.\’at\\'ilhs«latulin;._f this, the New York Stock FExchange
i5 an essential part of the business machinery of the coun-
try, and any movement to restrict its operntions should be
wisely and seriously considered.  The marvelous growth
and expansion of the country have hecn Inrgely stimuliated
by its speculative operations through which large corporate
enterprises have been able to market their securities and
obtain the funds to finance their various projeets, A mar-
ket for securities Is just as essentinl g a market fop com-
modities—a place where a holder can quickly converl into
cash at a fair market value his stocks and bonds. To be
without such faeilities would almost paralyze the growth
and expansion of husiness. We all know that speculation
is not confined to Wall Street: that it is carvied on to a
greater or less degree in almost every market of slaple
commadities, and we may be willing to concede that within
reasonable limits it is helpful to business. We are also
willing to concede that the men who administer the affairs
of the Stock Exchange honestly ey, through proper regula-
tion, to restrain speculation within reasonable limits, and
to prevent improper practices on the part of its members,
Huaving admitted all this, it must be said that too fre-
quently speenlation on the Stock Exchange becomes not
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only dangerously excessive, but a disturbing factor of large
proportions, und it would be a great gain to the country
if some way should be discovered by the bankers of the
country or by the members of the exchange, or both com-
bined, to modify, if not prevent, the outbreak of these
periodie disturbances. The rapid adyance of prices through
speculation that grows out of legitimate trading operations
it may be impossible to prevent, and it may be unreason-
able to criticise, but the holstering up of prices by processes
purely manipulative is too costly and too dangerous a
pastime o pass by without notice.

The most disturbing factors of the business situation
during the two years preceding the panic were the advanc.
ing prices of 1906, and the declining prices of 1007, hoth
of which filled the public mind with apprehension. The
public was not in the market to any serious extent; money
was stringent, interest rates were constantly advancing,
and yet all through the year 1008 prices of securities were
forced higher and higher until they reached a point which
betokened inevitable collapse. Any business man who did
any thinking at all knew the collapse could not be
avoided—it was only a question of time. This persistent
marking up of prices, and the persistent and continuous
decline of prices, more than any other influence, kept the
whole business world in a state of uncertainty and alarm,
T have said that interest rates were constantly advancing.
You know how high they went—50, 75, 100 per cent.—
and these rates only obtained for Stock Exchange
loans. Commercial rates were about normal; and had it
not been for Stock Exchange demands previous to and
during the panie, I doubt if money rates in this country
would have at any time been much above normal. The
high rate which the Stock Exchange was compelled to pay
for money showed clearly where the trouble was. It
.showed that there had been overtrading and excessive
speculation, with resultant inability to finance maturing
obligations.

Now, just a word or two about guarantee of deposifs.
The impression prevails quite widely that the injection of
this principle into our banking practice would be a sure
preventive of panics. This indicates mental confusion.
Panies do not develop from the fear of depositors that they
will not ultimately get their money from embarrassed
banks, but from the fear that they will not be able to get
it when they want it; they cannot afford to have it
locked up, and any insurance law which provides that the
loases af failed institutions shall be paid by the solvent
institutions of the country after the loss shall have been
aseartained by liquidation, will he powerless to prevent
rung on distrusted institutions, Throughont my long ex-
perience I have noticed that depositors seldom make a mis-
take in the selection of the institution to run upon. They
very seldom in the first instance trouble a conservatively
institution.

yet

managed They know intuitively where to
strike the first blow, and the secowd, and the third, smnd so0
on until animated by fright and panie they attack every
institution that is distrusted or talked about. This is the
course which syery panie follows: and no insurance law
which does not provide for the compulsory payment on de-
mund of the deposits of smbarrassed institutions will ar-
reat or change this eonrse, The enactment of such a law

would be an ack of injustice—contrary to the spivit of our
institutions—contrary to that sentiment of rvight and fair
play which is [mplantel in every human breast;, and it
would be franght with the gravest possible danger in time

of pani¢. Yon cannot estimafe this danger by studying
the operation of such a law in the State of Oklahoma or
any of the smaller States where banking capital and de-
pogit labilities are small comparatively, but apply it to
one of our larger States, the State of New York. for in-
stance, many of whose institutions have deposit liabilities
of fifty millions and upwards, and quite o few exceeding
one hundred millions and up to two hundred millions, what
would happen if one or more of those large inatitutions
ahould Dbecome temporarily embarrassed in time of panie,
and the solvent institutions should be ealled upon to pay
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its depogitors on demand? They conld not comply; it
would aggravate the panic and prolong indefinitely the
possibility of recovery. Compulsory legislation, whether it
ghall require the payment of deposits on demand or the
balance due after liquidation, is wrong in principle, il-
logical, unjust. Why should the old-time institutions of
the country, with a long and enviable record of wise and
conservative management and success, be held responsible
for losses growing out of the speculative transactions of
speculative institutions, many of which are springing up
all over the country in this age of excessive speculative
tendencies ?

The taxation of the ably and conservatively managed
savings banks of New York and of some of our Eastern
States whose investments are restricted by law, to protect
depositors of so-called savings banks, many of which can
be found throughout the country doing the freest kind of
banking business without any restrictions whatever, would
be a travesty upon justice. But the principle of justice
seems to have been overlooked in working up this new
theory for preventing panics. Governor Hughes very wisely
suggests, why not apply this same principle to life in-
surance, the safety of which concerns nearly every home
in the country? Why not apply it to our great railway
corporations and industrial corporations whose stocks and
bonds are scattered broadeast throughout the land, and
which through possible mismanagement or overcapitaliza-
tion might entail heavier losses upon investors than ecan
possible arise through failed banking institutions?

If more legisiation is needed to protect bank depositors,
let it be such as will differentiate the various classes of
institutions which are doing a general banking business—
the bank which deals in corporate securities—the commer-
cial bank, trust companies and savings banks, Confine
each to its legitimate function, provide proper limitations
and restrictions with regard to investments; also ade-
quate and thorough supervision.

The guarantee principle is all wrong, If it does not put
a preminm on bad banking, it surely lessens the incentive
to wise and conservative banking, and it lessens the cau-
tion of depositors in the selection of their banks, It
enables the banker who desires to build up a large deposit
line for speculative purposes to accomplish His purpose
through the assurance that he ean give his depositors
that they are guaranteed against loss, and inasmuch as
his only purpose is speculation, he can induce deposits by
payment of high interest rates, all of which will work in-
jury to the maintenance and development of sound bank-
ing, Praetically there can be no such thing as volunfary
or optional guarantee of deposits. Oklahoma makes it
compulsory on State banks and optional with National
banks, to comply with the law, knowing full well that,
with few exception, in order to save their business, the
National banks will be compelled to comply. The Williams
bill, introduced at the last session of Congress, which is
said to have the approval of Mr, Bryan, makes it optional
for any banking nssociation or trust company to embrace
its depesit puarantee principle and as an inducement
provides for the investment of one-linlf of the banking
reserve of the counntry in bonds to be nsed as security
for emergency circulation, thus destroying at one blow
one-half of the foundation upon which tlhie commercial
eredit of the country rests, Mr, Fowler in his bill provides
for credit currency issues—puts them on the same footing
with deposits, and provides a guarantee fund to protect
Loth depositors and note holders. His proposition is part
of a general scheme for secientifically reforming the cur-
rency, In theory his bill i very attractive—a well-thought
out measure—but it can never be reduced to practice. It
aims to accomplish too much. Thia country is so strongly
intrenched in its present currency system that it will be
impossible to tear it up root and branch. Congress will
not be in any mood to hearken to any new propositions
until the Currency Commission reports and finishes ita
labors. Whatever changes are made in the meantime must
be in the nature of amendment to our banking law, Our
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present system has been in operation for forty-five years—
and it is not as bad as répresented. It has its defects, but
we know what they are and can apply the proper remedies
with less difliculty and greater confidence than we ecan
introduce a new system. It is only within the past few
years which have been marked by great business expan-
sion and speculation that any great amount of adverse
eriticism has been urged against the system. The notes
haye had the confidence of the people and have been issued
in sufficient volume to suit the demands of business, with
very few exceptions. In analyzing this statement, it is
necessary to differentiate banking credit and currency.
When a great strain upon the banking eredit of the coun-
try exists, an increased issue of bank notes will not re-
lieve the strain unless the notes are a legal tender and can
be made the basis for an expansion of bank ecredit, In
time of panie, when hoarding is taking place and every-
body is clamoring for currency, no properly regulated cur-
rency system can meet the demand. The amendments to
the National Banking Law, suggested by the experience of
recent. years, in my judgment should be:

First—The repeal of the tax upon circulation to make
the note issue a little more profitable.

Second—More adequate redemption facilitics to compel
the retirement of notes when not needed, and to make
expansion possible when required,

Third—Provision for an increased issue when emerg-
encies require it.

For this purpose the American Bankers' Bill with one
or two trifling amendments would have worked admirably,
but instead we have the Vrecland-Aldrich bill, Tt is nok
what we should have, but it will probably be our only
refuge for some fime. So for the present let us reconcile
ourselves to it graciously, and try fo secure an amendment
reducing the tax upon emergency issues, so as to make it
workable and serviceable if perchance we should have need
for it before something better takes its place,

Let us also keep in view the fact that what we require
to round out our system is a central bank with branches
authorized to issue an asset eurrency in time of need to
be issued to banks as loans on acceptable security at a rate
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of interest fixed by law, not less than 5 per cent, per an-
num. Such a bank would deal only with banks and the
Government and be so safeguarded by law as to neutralize
all the eriticism that is urged against a central bank.
Its note issues would be secured by a guarantee fund—a
25 per cent. gold reserve—adequate redemption facilities, a
provision for prompt retirement and cancellation when
presented for payment,

It is unnecessary to go into details—sufficient to 8y
that the experience of European nations temches thot the
movement for currency reform in this country must eventu-
ate either in a central bank or asset currency. I am a
believer in the safety and feasibility of asset currency
when confined to a few large banks similar to the system
operated in Canada, Scotland, Germany or France, but in
this country, with seven thousand National banks, many
of them very small banks, privileged to issye asset our-
rency, which privilege would serve to increase the number
rapidly, T very much fear that it would prove impossible,
through what we term adequate redemption facilities, to
properly regulate the issues and prevent inflation,

On the other hand, a central bank would centralize the
note issues and the banking reserve, and would carry the
Government deposits, and would at all times be a4 Bource
of supply from which other banks could obtain help
the hour of need. It could negotiate foreign loans in time
of panie. It could regulate the interest rate better than
any obher ageney, and would probably work just as well
here as in any of the Continental nations. TIf we could
reconcile ourselves to the idea that a great central bank—
either a bank of banks, or a Government bank—could be
as safely and successfully operated in this country as any-
where in the world, and at the same time would set our-
selyes to work to develop u plan, I feel quite confident that
practical results would be reached in a short time. What-
ever is done must be done gradually. Our system would
not be the worst in the world if its laek of elasticity could
be remedied. A central bank such s I have suggested
would accomplish this effectively, and possibly after o
few years of sucesssful trial would pave the way to the
abandonment of our bond-secured theories.

The Banker and the Nation.

By Dr. Woodrow Wilson, President Princeton University.

We have witnessed in recent years an extraordinary
awakening of the public conscience with regard to the meth-
ods of modern business—and of the private conscience also,
for scores of business men have become conscious, as they
uever were before, that the eager push and ambition and
competition of modern business had hurried them, often-
times unconsciously, into practices which they had mnot
stopped, in the heat of the struggle, to question, but which
they now see to have been immoral and agninst the publie
interest. Sometimes the process of their demoralization
was very subtle, very gradual, very obseure, and therefore
hidden from their consciences. Sometimes it was crude
and obvious enough, but they did not stop to be careful,
thinking of their rivals and not of their morals. Bul now
the moral and political aspects of the whole matier are laid
bare to their own view as well as to the view of the world,
and we have run out of quiet waters into a very eyclone
of reform. No man is so poor as not to haye his policies
for everything. The whole structure of society is being
critically looked over, and changes of the most radical char-
acter are being soberly discussed, which it would take ffon-
erations fo perfect but which we are hopefully thinking of
putting out to contract to be finished by a specified date well
within the limits of our own time.

It is not my purpose on the present occasion to diseuss
particular policies and proposals. T wish, rather, to eall
your attention to some of the large aspects of the matier,

which we should carefully consider bhefore we make up our
minds which way we should go
we should act,

What strikes one most forcibly in the recont agitations
of public opinion is the anatomy of our present economic
structure which they séem to disclose, Sharp clasg contracts
and divisions have been laid bare—not class distinetions in
the Old-World or the old-time sense, but sharp distinctions
of power and opportunity quite as significant. For the first
time in the history of Amerien thers is a general feeling
that issue is now joined, or about to be joined, between the
power of acenmulated capital and the privileges and oppor-
tunities of the masses of the people.  The power of ac-
cumuloted capital is now, as nf all other times and in all
other circumstances, in the hands of a comparatively small
number of persons, bub there is a yery widespread impres-
sion that those persons have been able in recent years as
never before to control the national deyelopment in their
own interest. The contest is sometimes said to he between
capital and labor, but that is too narrow and too specific a
conception of it, It is, rather, batween capital in all its
larger accumulations and all other less concentrated, more
dispersed, smaller, and more individual economic forees; and
every new policy proposed has as its immedinte or ultimate
object the restraint of the power of accumulated capital, for
the protection and henefit of those who cannof command:
its use.

and with what purpose
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This anatomizing of our social structure, this pulling it
to pieces and scrutinizing each part of it separately as if it
had an independent existence and interest and could live nob
only separately but in contrast and contest with its other
parts, as if it had no organic union with them or dependence
upon them, is a very dangerous and unwholesome thing at
beat; -but there are periods of excitement and inquiry when
it i8 inevitable, and we should make the best of it, if only
to hasten the process of reintegration. This process of
segregation and contrast is always a symptom of deep dis-
content. It is not set afoot accidentally. It generally comes
about, ns it has come about now, because the several parts
of society have forgotten their organiec connections, their
vital interdependence, and have become individually selfish
or hostile—because (he attention of n physician is in fact
necessary. It has given occasion to that extensive and
radical programme of reform which we call Socialism and
with which so many hopeful minds are now in love. We
shall be able to understand our present confused affairs thor-
oughly and handle them wisely only when we have made
clear to ourselves how this situation arose, how this pro-
gramme was provoked, and what we indiyidually and ecol-
lectively have to do with if.

The abstract principles of Socialism it is not difficult to
admire, They are, indeed, hardly distinguishable from the
abstract principles of Democracy. ‘The object of the
thoughtful Bocialist is to effect such an organization of
gociety as will give the individual his best protection and
his best opportunity, and yet serve the interest of all
rather than the interest of any one in particular: an organ-
ization of mutual benefit, based upon the principle of the
solidarity of all interests. Bub the programme of Socialism
is another matter. It is not unfair to say that the pro-
grammes of Socialism so far put forth are either utterly
vague or entirely impracticable. That they are now heing
taken very seriously and espoused very ardently is evi-
dence, not of their excellence or practicability, but only of
the fact to which no observant man can any longer shut
his eyes, that the contesting forces in our modern society
have broken its unity and destroyed its organic harmony—
not beeause that was inevitable, but because men have used
their power thoughtlessly and selfishly, and legitimate un-
dertakings have heen pushed to illegitimate lengths. There
has been an actunl process of selfish segregation, and gociely
has so reacted from it that almost any thorough-going pro-
grammo of reintegration looks hopeful and attractive. Such
programmes cannot be thrust aside or defeated by maere
opposition and denialy they can be overcome only by wiser
and better programmes, and these it is our duty as patriotie
citizens to find.

The most striking fact about the actual organization of
modern society is that the most conspicuous, the most
readily wielded, and the most formidable power is not the
power of government; but the power of capital. Men of
our day in England and America have almost forgotten
what it is to fear the government, but have found out
what it is to fear the power of capital, to watch it with
jealousy and suspicion, and trace to it the source of every
open or hidden wrong. Our memories are not of history
but of what our own lives and experiences and the lives
and experiences of the men about us have disclosed, We
have had no experiencé in our day or in the days of which
our fathers have told us of the tyranny of governments,
of their minute control and arrogant interference and arbi-
trary regulation of our business and of our daily life,
though it may be that we shall know gomething of it in
the near future. We have forgotten what the power of
government means and have found out what the power of
capital means; and so we do not fear government and are
not jealoud of political power. We fear capital and are
jealous of ita domination. There will be need of many cool
heads and much excellent judgment amongst us to curb
this new power without throwing ourselves back into the
gulf of the old, from which we were the first of the nations
of the world to find a practicable way of escape.

The only forces that can save us from the one extreme

SECTION. 93

or the other are those forces of social reunion and social
reinfegration which every man of station and character
and influence in the country can in some degree and within
the scope of his own life et afoot. We must open our
minds wide to the new cirenmstances of our time, must
bring about a new common understanding and effect a new
co-ordination in the affairs which most concern us. Capital
must give over its too great preoccupation with the busi-
ness of making those who control it individually rich and
must study to serve the interests of the people as a whole.
It must draw near to the people and serve them in some
intimnte sway of which they will be conscious. Voluntary
co-operation must forestall the involuntary co-operation
which legislators will otherwise seek to bring about by the
coercion of law. Capital now looks to the people like a
force and interest apart, with which they must deal as
with a master and not a8 with a friend. Those who handle
capital in the great industrinl enterprises of the country
know how mistaken this attitude is. They see how inti-
mately the general welfare and the common interests are
connected with every really sound process of business and
how all antagonisms and misunderstanding hamper and
disorganize industry. But no one can mistake the fact
and uo one knows better than the manipulators of eapital
how many circumstances there are to justify the impres-
sion. We can never excuse ourselves from the necessity
of dealing with facts.

I am sure that many bankers must have become acutely
and sensitively aware of the fact that the most isolnted
and the most criticised interpst of all is banking. The
banks are, in the general view and estimation, the special
and exelugive instrumentalities of capital used on & large
seale. They stand remote from the laborer and the body
of the people, and put whatever comes into their coffers at
the disposal of the big captains of industry, the great
mudlers of finance, the corporations which are in the way
to crush all competitors,

1 shall now stop stop to ask how far this view of the
panks is true. I need not fell you that in large part it is
false. I know that the close connection of the banks with
the Inrger operations of commerce and finance is natural
and not illicit, and that the banks turn very cheerfully
and very cordially to the smaller pieces of business. Time
was when the banks never advertised, never condescended
to solicit business; now they eagerly seek it in small pieces
as well as big. The banks nre in fact and in spirit at the
service of every man to the limit of his known trust-
worthiness and credit, and they know very well that there
is profit in multiplying amall accounts and small loans.
But, on the other hand, they are in faet singularly remote
from the laborer and the body of the people. They are
particularly remote from the farmer and the small trader
of our extensive countrysides.

Let me illustrate what T mean. Roughly speaking, every
town of any size and importance in the United States has
ita bank. But the large majority of our people live remote
from hanks, are unknown to the officers who manage them
and dispense their credit. Moreover, our system of bank-
ing is such that local banks must for the most part be
organized and maintained by local capital and have at their
disposal only local resources, It is diflicult for those of
you who do not travel leisurely in the vast rural districts
of this country to realize how few and far between the
banks are, or how local and petty and without extensive
power fo help the community most of them are when you
find them. A friend of mine rode through seven counties
of one of the oldest of our States biefore finding any place
where he could change o twenty-dollar bill; and T myself
was obliged one summer, in a thriving agricultural district,
to get’ change for bills of any considerable denomination
gent to me by express from banks fifty miles distant, The
business of the country was done largely by barter. I do
not wonder that the men there about thought that the
money of the country was being hoarded somewhere, pre-
sumably in Wall Street. None of it was accessible to them,
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though they by no means lacked in this world’s goods,
They believed in the free coinage of silver, not realizing
that the silver, too, would have to be handled by the banks
and would be equally inaccessible, It would not have been
shipped like ordinary merchandise.

“Where and whose is the money of the country?' is the
question which the avernge voter wants his political repre-
sentative to answer for him. Bankers can answer the ques-
tion, but I have met very few of them who could answer it
in a way the ordinary man vould understand, Bankers, as
a body of experts in o particular very responsible busi-
ness, hold, and hold very clearly, certain economic facts
and industrial circumstances in mind, and possess a large
and unusually interesting mass of specialized knowledge
of which they are masters in an extraordinary degree, But
L trust you will not think me impertinent if I say that they
excuse themselves from Knowing a great many things
which it would manifestly be to their interest to know,
and that they are oftentimes singularly ignorant, or at
any rate singularly indifferent, about what I may call the
social functions and the political functions of banking,
particularly in & country governed by opinion. I am not
here to advocate the establishment of branch banks or
argiue in fayor of anything whiclh you understand better
than I do. But I haye this to say, and to say with great
confidence: that if a system of branch banks, very simply
and inexpensively managed and not necessarily open every
day in the week, could be organized, which would put the
resources of the rich banks of the country at the diapusal
of whole countrysides to whose merchants and farmers
only o restricted and local credit is now open, the attitude
of plain men everywhere towards the banks and banking
would be changed utterly within less than a generation.
You know that you are looking out for investments; that
even the colossal enterprises of our time do not supply
you with safe investments enough for the money that comes
in to you; and that banks here, there, and everywhere are
tempted, as a consequence, to place money in speculative
enterprises, and even themselves to promote questionable
ventures in finance at a fearful and wholly unjustifiable
risk in order to get the usury they wish from their re-
sources, You sit only where these things are spoken of
and big returns coveted. There would be plenty of inveat-
ments if you carried your money to the people of the
country at large and had agents in hundreds of villages who
knew the men in their neighborhoods who could be trusted
with loans and who would make profitable use of them,
Your money, moreover, would quicken and fertilize the
country, and that other result would follow which T think
you will agree with me is not least important in my argu-
ment: The ayerage voter would learn that the money of
the country was not being hoarded; that it was at the dis.
posal of any honest man who could use it; and that to
strike at the banks was to strike at the general convenienes
and the general prosperity. I do not know what the argu-
ments against branch banks are; but these I know from
observation to Dbe the arguments for them; and very
weighty arguments they seem to me to be.

That, however, need not concern me. I am not so much
interested in argument as in illustration. My theme ia
this: bankers, like men of every other interest, have
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their Iot and part in the nation, their social function and
their political duty., We have come upon a time of erisis
When it is made to appear, and.is in part true, that interest
I8 arrayed against interest; and it is our duty to turn the
war into peace, It is the duty of the banker, as it is the
duty of men of every other class, to see to it that there
be in his calling no class spirit, no feeling of antagonism
to the people, to plain men whom the bankers to their
great loss and detriment do not know. It is their duty
to be intelligent, thoughtful, patriotic intermediaries be-
tween capital and the people at large; to understand and
serve the geenral interest; to be public men serving the
country as well as private men serving their depositors
and the enterprises whose securities and notes they hold.
How ecapital is to draw near to the people and serve them
at once obviously and safely, is the question, the great
and now pressing question, which it is the particular duty
of the banker to answer. No one else can answer it 80
intelligently; and if he does not answer it, others will, it
may be to his detriment and to the general embarrassment
of the country. The occasion and the responsibility are
yours.

We live in a very interesting time of awakening, in a
period of reconstruction and readjustment, when every-
thing is being questioned and cven old foundations are
threatened with change, But it is not a time of danger if
we do not lose our heads and ignore our consciences, It is,
on the contrary, a time of extraordinary privilege and op-
portunity when men of every class have begun to think
upon the themes of the public welfare as they never
thought before. I feel that I have only to speak of your
social duty and political function to meet with a very in-
stant and effectual response out of your own thoughts and
purposes. I think that you will agree with me that our
responsibility in a democratic country is not only for what
we do and for the way and spirit in which we do it, but
also for the impression we make. We are bound to make
the right impression and to contribute by our action not
only to the general prosperity and well-being of the coun-
try, but also to its general instruction, so that men of
different classes can underatand each other, can serve each
other with intelligence and energy, There is o sense in
which a democratic country statesmanship is forced upon
every man of initiative, every man capable of leading any-
body; and this I believe to be the particular period when
statesmanship is forced upon bankers and upon all those
who have to do with the application and use of the vast
accumulated wealth of this country. We should, for ex-
ample, not only seek the best solution for our currency
difficulties, not only the safest nnd most seientific syatem
of elastic currency to meet the convenience of a country
in which the amount of cash needed at diferent times flue-
tuates enormously and violently, but we should also seek
to give the discussions of such matters such publicity and
siuch genernl curreney and such simplicity ng will enable
men of every kind and ealling to understand what we are
talking about and take an intelligent part in the discussion.
We eannot shut ourselves in as experts to our own busi-
ness.  We must open our thoughts to the country at large
anid serve the general intelligence as well as fhe general

welfare,
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Abnormal Features of Amervican Bankine.

By B. E. WALgER, President of the Canadian Bank of Commerce.

sSomebody once said to n celebrated English statesman,!

renowned for his clear econceptions of all economic subjects,
you about the ecurrency”—to
which the reply was, “No, indeed L do nat, but I believe
there are people who do.’t  Most of us are willing to admit
We may feel
sure that we can trace fhe efféct on the general financial
situntion of this or that particular factor, but we have to eon-
fess that cannot balance the effect of all of the factors and
state clearly, even after o panic, what has caused the dis-
turbance and what we must guard against in future. But
when we consider the currency and banking system of the
United States, and remember what we have experienced
in the panies of 1873, 1880, 1893 and 1907, we need not
hesitate to admit that something is radically wrong, whether
we can agree either ag to the disease or as to the remedy.
I have ventured by my title to suggest that there are
abnormal features in United States banking, and thig pre-
sumes that banking can be reduced to norms, and that aber-
rations therafrom ean be demonstrated as such, I am not
sure, however, that many clear principles in banking can
be set out which are applicable everywhere, As a rule the
banking and currency of a country have been intercepted
in their natoral development by the effect of war or by
unwise creation of public debt, and, unfortunately, some-
times by the mere ignorance of legislators. When the nat-
ural trend of the banking of any country has been thus
thwarted, time usually brings about, either by direct reform
or by artifical compromises, such adjustments as are nee-
essary to make the banking system reasonably useful to the
country which it is supposed to serve,

In naming the prominent causes of deflection I placed
ignorance last, but perhaps it should be placed first. As
the great English statesman hinted, few understand the
currency, and the country which in its constructive peried
possessed among its citizens a genius who among his other
great deeds as soldier and statesman was determined to
restore the disordered finances of his eountry and to set in
the right path for the future the great industrial agency of
boanking, was unusually fortunate, Such o country was
the Unpited States at the close of the eighteenth century,
and such a eitizen was Alexander Hamilton., He doubtless
knew little about currveney and banking when he began, and
we ean nlmost see his mind turning, in the weltering con-
fugion of the time, from one expedient to another in order
to find o course which was sound financially and at the
sume LHme suited to the poverty of a country possessing a de-
preginted aumency and no eapital with which to ereate banks,
[e had about hine the two usnal types of advisers— those
who willing to tey any course of reckless folly in
opder to escape from the present evils; and those who,
while bewailing the evils, were unwilling to depart from the
HIErowest ‘This second ¢lass we have
always with us—men only too ready to criticize, to point
onk dangers they are too timid fo face, bul never ready
themselves to suggest o remedy for the evils to be dealt
with, There were happily in those early days a fow men
of courage, sanity and intelligence in finance besides ITamil-
ton, <uch ag Moreis, Gallatin and others, but the man of
distinetly constvuctive ability was Hamilton, It does not
soom o be material that some of his views regarding finance
hive been shown by time to be unsound, or that he was try-
ing not so muoch to discover the abstract pripeciples of
banking #e to wend the broken fortuncs of both state and
individual by trying to establish banking and public and

“1  suppose understand all

that the currency is a complicated mystery.

were

course of safety,
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private credit on n sounder Dbasis, Unfortunately—very
unfortunately in my opinjon—there was a line of political
cleayage of vast importance, which influenced profoundly
the disenssion of banking then, and which still remains (he
fundamental difficulty in the path of reform. Hamilton
stroyve with all his might for everything which would make
a strong central power, he being unable to conceive how
a great nation could otherwise be created. "he extent to
which the thirteen units of government then . joining the
United States should retain or give up their powers of
government was a matter of compromise, buat, T Ffaney,
Hamilton would' have approved of the plan we adopted in
Canada in 1867—that is, to give the Provinces certain pow-
ors and reserve to all other phases of soveéreignty for the
Federal Government, Among the powers possessen only by
the Federal Government in Canada is that relating to bank-
ing; but in the nascent United States the thirteen States
already possessed many small banks and besides this the
fear of the concentration of power of any kind was wide-
spread.  Apart from these obstructions to a sound course,
the country did not possess the eapital with which to create
a great industrial bank. The fear of partial ownership,
including the control of the stock, by the State, existed
among many, very rightly I think; and the fear that a
great bank of which the control was owned privately might
fall under the power of foreigners, perhaps of Kngland, was
certainly natural enough at that time. In the midst of
such difficulties the first Bank of the United States was
founded, but in a few years, and while, as we can now
plainly see, it was doing its allotted work very well indeed,
it was strangled by those who favored the small banks,
Almost immediately the second Bank of the United States
followed, only to meet a similar fate at the hands of JTaek-
son, Thus for the second time a system of banking which
might have made the country sirong to meet finaneial emer-
gencies, which tended already to make the various scat-
tered parts of the country cohére In commercial matters,
which was rapidly creating credit in Burope, and which
with all the.inevitable faults of vouth was performing the
funetions claimed for it remarkably well, was destroyed in
favor of an incoherent system of individual State banks.

[ am a foreigner, but as five of the establishments in-
cluded in the bank of which I am President are situated
in cities of the United States, I hope you will not regard
me as a foreigner for the moment, There are very few
banks in the whole country who have a larger interest in the
soundness of your hanking and in your freedom from panics
than my own bank. Remembering my peculinr position, I
am particularly desirous not to wound the susceptibilities
of any of my hearers, but I hope it is safe to say that Alex-
ander IMamilton was clearly the leading intellect in that
wonderful group of men who framed the Constitution. At
i time when few men could withstand the onrush of noew
idens, lnrgely visionary and false, which accompnnied the
French Reyolution, Hamilton was unshaken in his olear
vision as to the fnture of his country, and few will deny
that where you followed his advice you did well, and where
you opposed it you did not always act wisely. It may be
argued that neither of the two Banks of the United States
was so admirableé in its career that we need sigh over its
removal, but we ean only judge them by comparison with the
smaller banks of the same period. In your colonial and
revolutionary times you had a curiously full and varied ex-
perience in banking and currency. Kiat money, depreci-
ated coinage, currency based on land, clamor by debtors
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for cheaper money with which to pay debts, were all amply
experienced, In the following period, contemporaneously
with the first and second Banks of the United States, you
passed throngh a time largely of mania in banking; a time
when Nistory wag recording for this country such funda-
mental facts as that banks cannot establish a ecapital fund
merely upon the promissory notes of shareholders: cannot
put bank notes into eireulation even by the expedient of
sending them far from home before issuing them, without
considering how they are to be redeemed; cannot lend
money on land, or lock it up in other ways, and also have
it again when the bank's debts, exigible on demand, fall
to be paid.  Indeéd, it was a time wheén every vagary in
unsound banking was heing tried. dut Hamilton, from
some of these experiences and from European history,
planned for you a banking system which contained much
of what is good in the successful systems of the world, You
would not, howeyver, have his system, but preferred to re-
peat in edeh  ney llistl‘iut, from east to south and west,
wherever debt and ignorance combined to create banking
and currency, the same errors which make such startling
history in the early part of the nineteenth eentury, Is it
not time for us to put aside that silly vanity to which
democracies areé inelined—that it is better to try our own
experiments and to ignore history? Unfortunately the ap-
parently brand-new experiments we are willing to try have
usually oceurred to others in the past, if we lhad but
patience to discover the fact.

I may as well ar this point admit that I have nothing
new (o say. I am merely trying to put facts and arguments
made many years ago into a new form.  We are dealing
with 0 cage where the patient has immediately after each
serions illness exclafmed: “What shall T do to be saved?”
has repeatedly been given good advice by the experts of
his own country, and hag never yet in any particular acted
in accordance with such advice. What seems to be neces-
sary is not so much to suggest means of reform, as to in-
duce the patient to belieye firmly, once and for all; that if
he pevsistently negleets all remedial measures the next at-
tack may leave him in a state past all aid. Any purpose
I have in reading this paper will be amply served if I can
for one brief moment lay emphasis upon the disagreeable
fact that while reform in the banking and currency sys-
tems of the United States is absolutely necessary, there is
no probability whatever that any substantial reform will
fake place at the moment.

The profound line of cleavage whi made it so difficult to
crente the first Bank of the United States, and which de-
stroyed it and its successor, still exists. It lies between
those whe favor a system of banking good for the nation,
as a whole, ns opposed to & system of banking which may
be right or wrong for the great number of units engaged
in the business of banking, bur which is clearly not right
for the nation as n whole,

It is not possible in the short time at my disposal to
roview all of the features in the banking of the United
States in which the obstacle to reform lies mainly or alto-
zother in the existence of numerous smuall banks, but with
your permission I shall take up a few of the leading fea-
fures,

NESERVES.

Most prominently T would place the so-called fixed re-
gorves—the atfempt by law to fix the minimum perecentage
of cash to be hield by each bank against its liabilities,

The real veserve requirements of any particular bank dif-
fer from those of other banks in accovdance with the nature
of its oblizgations as compared with theivs. It is coneeivable
that the ideal point at which cash reserves should he kept
would be different in the cise of any ten or {wenty banks
which you might select for compatison; eveén In the same
city or community. The bank which acts mainly a8 n
banker for other banks needs very large reserves indeed,
A bank in the same city doing mainly the business of manu-
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facturers, merchants, exporters, ete, will need altogether
smaller resérves, and a bank gathering the savings of o
quiet country community neéds much less again, The law
attempts ‘to recognize these facts, but is evidently unable
fo do so0 except in a4 most imperfect manner, Clearly each
bank, if it could be trusted to have suflicient intelligence,
should be the judge of the reserves it should keep, and it
seems safe to say that if you had continued fo create large
banks with branches, instead of thaousands of small banks,
fhe attempt (o provide wisdom by law would never have
been made,  Yon swould doubtless have done as all other
nations have done, and not have been an exeception to so
general a role

If the wrong done only resulted in causing small banks
to keep more reserves than they actually required, little
wounld need be =aid; but, as has been shown, the law can
be so worked as to provide reserves quite too small, nnd
experience shows that banks as a rule choose to keep re-
sepves larger than the law requires. The defect in the lay,
however, 18 that by arbitrarily fixing the minimum reseryes
whicli must be always in hand, it practieally forbids the
use of the reserves for the very purpose for which they have
been ‘created. The law undertakes to supply that wisdom
whiclh it presumes the thousands of bunkers do not all
it and to lay by for them against the rainy day the
provision which it presnmes they would not be prudent
enough to make. But who is to supply the wisdom de-
minded by such authorities as Walter Bagehof, who says
that in a panie the sound banker should lend to the bottom
of his box? In times of peace the wise prepare for war,
but when war comes the army is flung into the field, not
still held in reserve, The law, however, having forced the
gequestration of =0 muech ecash and cash resources against
the day of trouble, provides no means by which, either
nnder its own wise and paternal direction or at the dis-
cretion of the bankers unaided by the wisdom of the law,
the cash thus provided may be used to avert disaster,

I do not wish to he uunderstood a8 claiming that the
present law should be repealed and ﬂm thousands of indi-
vidual banks be left to do as they like, [ presume it is
true (hat they cannot be trusted, and that becanse of the
folly which destroyed a more natural system of banking
you have condemned yourselves to submit to a paternalism
which fixes your eash reserves for you. But I urge ag one
of the great evidences of the unnaturalness of your system
of individual banks the fact that they cannot be trusted to
take care of their own reseryes, and that no law has been
devised which will act the part of Providence for them. I
do not maintain that where the banks are larger relatively
to the country, s in Oanada, they are always wise enough
to keep sufficient reserves. It is, as we know, a subject
much disenssed in many countries, and it would be well, in-
deed, if hanks could in gome way be forced to keep larger
roseryves, provided thera be no interference with the use of
these reserves when the hour of danger arrives,

Eyerybody admits the misehief ecreated in the United
States from the inability to use legally the reserves for
the very purpose for swhich they are held, and I do not re-
member that anyone has snggested a better remedy than
that which fakes place in every panie, viz, the breaking of
the law by simply not maintaining the reserves. But
throngh the press the public is kept keenly aware as to the
exnpt point in the New Yorks reserves helow which the use
of them will bé illegal, and thus the panie is increpsed by
the very attempt to get at the cash necessary to allay it,
while under any ordinary system the pani¢ could probably
be nverted altogether by a wise use of the eash in hand,
instead of heing allowed to reach a stage where it cian only
be stopped by almost superhuman efforts after it has ron
part of its course of ruin and disaster.

I fhink the following statement will show that almost
every panic since the war could have been prevented or
arrested early in its course by the natural use of only a
reasonable part of the actnual ecash in hand:
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CLEARING HOUSE CERTIFICATES AND RE-DISCOUNTS:

In order to avert panics, and also in order to avert the
failure of an individual bank with sound assets;, something
more may be necessary than the unrestrained use of the
eash and quick assets in hand. The ability to re-discount
should exist somewhere within reach, The great banks of a
country shonld manage so a8 not to require such aid, but
small banks in most countries require it from time to time,
and not merely at the moment of a panic. Under ordinary
conditions a bank in the United States requiring to re-
discount some of its paper can do 80, hut if there is any
financial strain all bankers, big and little, begin to button
up their pockets and re-discounts soon become nearly im-
possible. Indeed, instead of the banks in the great financial
centers, where alone the power to aid could be expected to
exist, being able to help their country friends, some of them
are soon unable to get along without aid from other mem-
bers of their own city clearing house. But there are almost
no banks of such national importance that they feel the
necessity of aiding directly their weaker brethren, whether
it is convenient to do so or nof, and thus the clearing house
certificate eame into use, It is not only a splendid tribute
to the genius of the American people for organization, but
go long as its nse is belween banks alone il is a perfectly
natural and a most effective plan for allaying a panic that
hos once heen created, It could also be made an instrument
in connection with a proper use of reseryes, to largely avert
panics, if only some wise autoerat could be entrusted fo
decide when clearing house certificates should be issued,
but as to the moment of necessity there is never likely to
he unanimity of opinion ko long ag the decision depends on
the judgment of sevoral bankers. And therefore the illegal
use of the cash reserves nnd the fssue of clearing house
certificates must alwdys come too lute to pravent the panic.
They may alleviate and cure, but they are not available to
prevent,  Still, they are such a notural and efficient means
of making the banks who have abundant reseryes lielp those
wits have nol, that we may expect to see clearing house
cortificates or sometling closely akin to them in other
countries where there is no great state bank to whom
smaller banks may go with some show of right.

Until the Intest panic thoge loan certificates were only
issued in the largest money centers, but on this occasion
they were issued by fifty-one clearing houses, and doubt-
less in the course of future panies they will become prac-
tically available to every bank. The wide extension of their
use, liowever, riises a new question. Used in the real monay
centers nnd issued only in large bloeks between banks they
remain what they were intended fo be, mere loan obliga-
tions assisting banks to bLuild up their reserves, and also
enabling them fo make additional loans to customers swho
but for such afd might fail. Bul (he extension of their use
to nnmerous cities and towns where actual cash supplies are
nearly exbaustod, nnd the f4sue of these loan certificates in
small denominations to the general public as curreocy, in
open definnce of Inw, while creditable to the ingenuity and
audicity of the Amorican people, are new features of an
alavming charieter. ‘I'lera ate dangerous expedients we
praise ourselves for resorting to when herole action Is nee-
essary for the general safaty, but which are little better
than crimes If they are repeated. An able banker®* has re-
ferred to clearing house certificates as an “emergoncy eir-
cnlation! and s an “asset currency” that even he would
approye of, T think much mischief will arise if thege loan

*Willlain. A. Nasli: ""Clearlog House Certificates and the Need for a
Contral Baok,"—Annnls Am, Aead:and Soe. Sclence, Mareh, 1008,
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cerfificates are ever geucrally carded as anything other
than what they were originally—a species of re-discounts
between banks, Qurreney, to be such, should be available
between the banks and the people, and should surely be
legal whether it is wisely issued or not.

But before leaving the subject of clearing house certifi-
cates let us consider how their use, and volume, and abuse,
are affected by the existeuce of thousands of individual
banks instead of a comparatively few large banks swith
branches. Whether we have one system or the other the ac-
tual cash will aceumulate largely in the few great monetary
centers. In the case of individual country banks the cash
not needed at home goes to their reserve agents, while in
the branch system the series of branches of any oneé bank
are practically one clearing house with a settled tendency
to accumulate actual cash beyond the mere necessities of
the till, in the money centers. While retained in these cen-
ters, the cash, except to the extent of the reserves, will be
employed in some manner £o0 as to earn interest, Now, the
extent of the reserves necessary on the one hand and the
extent to which the surplus funds may be lent on the other
is o matter of experience In both systems, but the experience
is very different, indeed. If we take as examples a4 bank in
A reserve city with one hundred banks as correspondents,
and a single bank in another country with one hundred
branches, we can readily see the difference. In times of
strain the one hundred branch managers do not ask for
cash from the head office unless it is actually needed; on
the contrary, the moment contraction of loan beging they
are.a source of strength to the head office. The credit af-
fected and the thing to be managed is one organism. Within
this organism fear of each other by its component parts
will not enter, and whatever courage its executive leossessel
will actuate every part of the organism. But in the othep
cise there are a hundred organisms and coliesion, except
that, the skies being hright, all will cohere somewhat, not
with each other, but with the one bank in the reserve city.
And if the skies are overcast we have # hundred utterly
sellish organisms all conclnding that their balance with the
bank in the reserve city would be better in their own
vaulls ;in any event they would sléep better if it were there.
And g0 we have the extraordinary spectacle which accom-
panies every panic in the United States of each particular
ong of the thousands of banks trying to stand alone, px-
cept fo the extent that the clearing house certificates have
made them cohere. Almost every bank wishes to withdraw
its balance with other banks, and as this is an absolute im-
possibility, the panic teaches its crisis, currency pavments
are suspended, all currency is hoarded and passes to a really
large premium, and the ingeniong expedients to which we
have referred, whether legal or not, are made use of with
that general concnrrence by the people and fhe banks which
only exists in {he face of n great national danger. The
great pational danger is that the panic may cause nutional
ruin.  But what is a panic? A widespread fear without
ciause. In most countries financial panie Is caused by fear
on the part of those who are not a part of the national
finance—who are not bankers and such, But in the United
States, whoever may start a panic, those who accentuate
it most are the thousands of individunl banks by their dis-
trust of each other, Wo speak indignantly about the privite in-
dividnal who draws his deposit in curreney nnd hoards it, But
in time of panie the most active agency in drawing out cur-
réncy and hoarding it, is the country bank, And it is not the
fear of the failure of banks, but the fear of the disappearance
of currency, which aggravates panics, and brings about dis-
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aster and tereible reductions in values. o sum it up, it
would appear that the same elements whieh in the United
Slates cause panies of the most ruinous charaeter would
not be apt to ecause panic at all in better regulated coun-
tries. In such other countries, frstly, the reserved cash
would be instantly available; secondly, the banks would not
he likely to fear one another, but would cohere in meeting
any panicky feeling on the part of the public; thicdly, the
power of re-discounting or of issuing clearing house certifi-
cates would nesd (o be used to but small degree if only the
demands of the public had to be met and not the demands
of thousands of individual banks; fourthly, with these
things assured and a reasonable flexible currency, no stop-
page of eurrency payments would be likely (o arise.
THE TREASURY SYSTEM,

[Mlexibility in the use of eash reserves, in obtaining re-
discounts, in distributiog Treasury balances, and in the
issue of bank currency, still seem the main features to be
disenssed. T have little to add to what was said years ago
regardiug the Treasury. Then it needed some courage to
say i, but now even a Comptroller of the Treasury, writing
encly in 1908, does not hesitate to sum up the whole eyil
in the following frank statement,® “But look at the situn-
tion. The United States Government has colleeted from its
people $245,000,000 surplus, above its necessary expendi-
tures, and in order to restore this money to circulation and
repair the damage done to busineds by its withdrawal, has
had to deposit $222,000.000 with the national banks; and
when the supply of Government Bonds gave out, has had
various other bonds as security.” And in the
same connection he says of Secretavies Gage, Shaw and
Cortelyou, that “they are all entitled to the highest praise
and commendation for what they lave done to make the
bhest of bad situations, with antiquated, complicated ang
cumbersome faecilities, often little better than mere make-
shifts.” But why not face the fact that the present Treas-
ury system was created because of the destruction of the
system of large banks in favor of the system of small banks,
and would never have existed otherwise? - Under the pres-
ent system (here is no one bank and no one series of banks
1o whom the United States people, as they are represented
by the Federal Government, can entrust their balances with-
ont very complicated arrangements, including the deposit of
seeurity.  Whatever may be the remedy, in the meantime
we must add the Treasury system to that list of abnormal
foatures which this eountry has to bear because of its thon-
sands of individial banks.

to accepl

BANK NOTE 1SSUES.
Phe fourth main element in banking in which fexibility
This has become a hack-
neyed subject during the last fifteen years or more, bt

is necessary is bank-note issues.

indeed it has never been long ont of the arena of discusgion
regarding banking in this country since early colonial days.
The currency, ns we have suid, is a complicated mystery,
and for that reason it has a strong hold upon the imagina-
tion of the average man.
bankers il might be well to avoid the hrouder definition of

But in addressing an audience of

money, and to try and separate the credit instruments
ustally issued by banks and passing as money, from metallic
money, paper money representing metallic money, and pa-
per money bused on the debt of a government. ‘The species
and quantities of money current in the United States on
Auenst 1 were approximately as follows ;
Gallt Caln and Pullbin .

Sllver Dollars

SEnligliliney Sllyer

Golll Certifdentios

Kilver Cortlileates

United States Notes

Meeasyry Nateg of 1800 ...

Natlonal Bank Notes

147,005,385
B18,758,569
ARA 051000
240,851,010
4005, 000
602,088,001
3. 381.590,200
e fgires gleen aliove do not {nelndo an aiqulvalent amount of gold
soln and bnltlon. and sifver dollars held In the T B, Trensory as a
allver wrflfentvs  ontstnnding.—
wiwmptlon fand for e gold il sllver U‘.\I J i

Irl’llnl'lllr::ul fli‘--lu The Commerelal aind Floanéial hronlele, New York.)
_‘Wun._ Burrett Ridgloy: “An Elastic Cridlit Curreney as o i’ru\‘unl.r.p
(iys of Panles." —Annals Am. Acad, Pol. and Soe Sclenee, March, 1008,

CONVENTION.

I'rom this is apparent that in the United States there is
no currency of the kind usually known as bank-note issues,
the notes issued by national bunks and guaranteed by the
Government being o species of money based on the debt of
o Government. There were bank-note issues before the war,
and as we know, they were retired for urbitriary reasons
connected with the finanees of the Government, and not for
tlie purpose of improving the system of banking, We also
know that while the national bank notes which took their
place possess good qualities not possessed by the old State
bank iszues, they also carry with them the grave defect of
rigidity which accompanies nearly all Government note
Under the new “Currency Associntion Law,” per-
mitting an emergeney cirenlation, bank issues are to be
permitted, but under vestrictions which practically amount

issues.

to an admission that the issuing of eredit notes is too dan-
gerons o franchise to be granted to a bank under ordinary
ecircumstances,  Indeed, the whole machinery for these
emergency issues is so difficult that the Act may quite fail
in itg purpose. In Canada at about the same time we also
passed an Act permitting an emergency circulation. Our
Act contains 967 words, while that part of your Act which
deals  awith girculation contains 35,730 words.
This i¢ not a very relinble manner in which to compare the
But in this
case i may be gaid that the difference in words fairly repre-
sents the difference in ease with which the additional fran-
chise of an emergency eirculation may be given to a few
large banks with branches as comparved with thousands of
individual banks,

Returning to the ordinary currency, we find that with the
exception of the gold coin and paper money directly based
on gold coin, all of the vast remainder is currency created
for some reason nob concerned with the benefit of the busi-
ness of banking, or, what should be the same thing, of
trade generally. We see fiat money rendered necessary by
the war but not since funded or redeemed; depreciated sil-
ver, or its paper representative, kept at gold equivalent by
the good credit of the United States, a sort of half metallic
—half fiat money; and bank issues, so-called, which are
merely indirect evidences of Government debt. Now, if
these species of currency provide all that is necessary
in the interest of trade, no one, in the interest of
{he banks alone, has the vight to But it
is possible that under modern credit conditions the pe-
culiar functions which in most countries are performed by
the credit notes of a bank should be performed by a mass
of currency which if not constant in volume is so nearly so,
that its non-use at once represents to any holder except the
Treasury the loss of so much interest? Let us consider,
once more, the functions of the credit noles of a bank.
Thore are still people who imagine that a natural and quite
desirable condition would be one where wheneyer money is

emergency

respective value of two Acts of legislation.

complain.

given as the purchase price of a commodity that money
should either he gold, or a silver equivalent, or that if
paper is used the paper should be actually represented by
nn equivalent amount of gold or silver practieally ear-
marked for the purpose. As we know, there is not suffi-
elent coin in the world to make this even remotely possible
As we algo know, the trade of (his country is rendered pos-
sible only by cheques, drafts, clearing houses, paper money
of the various kinds we have referred to, and various other
substitutes for money which in the main merely shift the
credits and debits between different individuals and institu-
tions, We shall never return to the simplér conditions of
the use of money which closely followed barter, and T pre-
sume we do not wish fo. DBut if we do not this nation
mnst manage somehow Lo achieve its large yolume of trad-
ing, done so largely by credit instruments, in such manner
as to avold panics and such violent chinges in prices as
cange widespread ronin.  Let us be frank with one another
and admit that you have been quite nnable to do this. You
have achieved the huge yolume of trade: you have achieved
transportation—most diflicult of problems
usually s but you appuarently cannot manage the shifting of

the necessary
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eredits without panie.  You constantly fall short of e
rency, and the fear of this nceentuntes the difficulty so much
that sometimes thoge who have the power fo do 0 lock all
the currency up and leave the country without the neces-
sary finaneial with
ness,

There are c¢onntries in the Old World where the fluctua-
tions in the volume of trade nnd in the price of commodi-
ties and securities from one year to another, and frout one part
of the year to nnother, ave not so violent as to require much
elasticily in the currency.

machinery whieh to ecarry on busi-

But in the United States, where
the yolume of trade and the price of commodities and se-
curities vary largely from one period of contraction through
a period of expansion to the next period of contraction, and
from one year to another, and from one part of a year to
another, and from day to day, these should be in addition
to the constantly varying total of cheques, drafts and such
eredit instruments, with which most of our trade is done,
a species of aredit note issuable by banks which can be
varied in total quantity in proportion as the total quantity
of ftrade done with such instruments of credit varies. And
there is the additional reason for such a credit note that
whenever, becaunse of panic or any form of distrust, the ordi-
nary currency
by banks as reseeves, some lezal eredit currency hecomes
more than eyver necessary. No one at this late day will
advoeate the issue of such eredit currency unless it is per-
fectly safe. T know the history of paper money in the
[Tnited States from colonial times down to date well enough
to know that in sugeesting credit paper money the long and
dismal history of disastrous experiment in country
comes up as a sort of bhogey. [ was engaged in business
early enough to remember the last of the State hank issues
which in the case of solvent banks passed at a discount
if geographically distant, and at a larger discount if the
bank laws of the particular State in which the note was
issued were supposed to favor loose habits or undue vigk in
banking. But it is to the last degree unfair to judge any
of the recent
bellum experiences,

is hoarded or additional eash is being held

this

suggestions for an renicy by ante-

A eurrency issued to the extent of the

nssel en

paid-up capital or less, ns you have generally proposged
secnred as your National bank potes now are, by n first
lien on the assets of the bank; ineluding the double liability
but not by anything specially deposited or eav-marked ; fur-
ther secured by an insuranee fund @ and bearing a fair rate
of interest if not paid hy
suspension, is perfectly safe in avy eountry where daily re-
demption can and will suraly beeffected.  The whole difli-
culty in carrying oul such a plan in this country lies in

the liguidator immaediately after

the fact that you haye héecome nsed to a systemn which re-
quires practieally no redemption, and with g0 many thou-
sands of banks you do not quite know how, or you are not
quite willing to take the trouble to establish the: compliciated
machinery necessary to effect such daily redemption,

That the issues proposed are credit notes, while National
bank notes are and that they must be subjected o
actual daily redemption, while National bank notes need
One of the

not,

not, should never he lost sight of for 4 moment.
greatest elements of safery in such issues lies In the fact
that haviug performed the credit service required they will
Immedintely come back for vedemption. But some of you
will ask how with thousands of banks can you prevent a
bank in Kansas sreanging with a bank in Oregon Lo ¢ircu-
Inte each other's notes, so that the volume kepl out woula

be incrensed by the geographical distance on the one hand,
while the difficulty and expense of returning for redemption

would be made unbearable on the other? Clearly by or-
ganigation you could prevent this, but it is rendered so
tronblesome by the many (housands of banks that
doubtless will not do =o.  But again it seems that the ob-
stacle (o flexibility in your currency also lies in your thou-
sands of individual banks,
OENTRAL BANK,

There are practically only two directions in whicl those
who desire reform arve looking for aid, These may he sum-
marized ag follows:

you
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() Plaps differing in detail, but looking to the creation
of a eredit-nofe system of banlk corrency based upon the
e vhat similar to that in use in Canada, although
miuch more restricted in the extent of the powers or frans
chise to be granted,

(b)

3, S

Plans differing in detail, but leoking to the ereation
of one central bank, which alone is to have the franchise
of issuing eredit notes,

In the most comprehensive form which I have seen, the
proposal to form a central bank sets out the following fea-
tures:*

I.-A eapital of =ay $100,000,000 to be invested in Gov-
ernment Bonds,

2. The shareholders to be National banks, and possibly,
also, State banks,

4. Lo issue its notes, say for 300,000,000, in exchange
for gold provided by the banks who become shareholders,

4. Mo be authorized to issue additional notes up to say
600,000,000, provided a gold reserve of at least 33 1-3 per
cent, of the whole issue is maintained.

5. The central bank to use ils powers of lending merely
by re-discounting for or lending to the other banks of the
country.

G. The sharcholders to be répresented by a board of di-
rectora elected by territorinl districts,

7. The Government also to be represented in the direc-
torate by officers of the Treasury Department.

Among the merite elaimed for such a central bank are
the following:

(a)” 1t would remove the nuisance of the Treasury, and
canse the balances of the Federnl Government to be avail-
able ns lending capital when necessary.

(b)) It would like the two banks of the United
States, be a rival to other banks, hecause the latter would

not,
be shareholders, 'This, however, would require that every
bank ereated hereafier should have the same right to pro-
shares at the inception.
such n lack of eurreney

portionate shares as those taking
(e) It would probably prevent
at any one fime as to cause panie,
(el)
hesion among hanks in time of trouble which is now almost

It wonld to some extent create that necessary co-

ahsent,
(o) It would steady credit so much as to set the pace
of confidence among the smaller hanks.
(f) It is alleged that
and notwithstanding the

becanse of the territorial dipee-
of Government
officials on the board, there would be no reason to fear that

Torate, presence
politics might control the working of the bank,
Among the defects of =uch n system which have been oy
might he urged are the following :
Lee)
copgist of eight or ten thousand banks, who would also be

The poszible cnstomers of the c¢entral bhank would

the shareholders, Tt wonld be necessary 1o satisly these
thitt the favors of the bank dis«
tributed faiely, and especially fairly as to geographical sec-
Thiz wonld make it TfCEssary for
the credit status of each bank
and of each customer of each bank, or at least of those cus-

customers central were
tions of the country,

the wentral bank to know
lomers whose paper might be offered for re-discount or wlho
might require o loan, It is guite trie that the number of
thousand requiring  re-

small relatively, but that

hanks out of the eight or ten
disconnts or loans might he very
dovs not alter the gquantity of kuowleidge necessary, sns it
would be impossible 1o rell in advanee who might at any
And if for the

wiern dig=

moment apply for suell accommodiation.

sonpidest renson a re-idiscount oy loan refused,

content wonld be apt to resnlt, No ceptral bank elsewhere
in the world is called npon to perform such o task, and I
fear it is impossible of satisfactory performance,

(h)
customers permmnently convinesd that no politieal influenee
could be nsed to favor one customer as compared swith
Now, it

It would alo be abzoluiely necessary to keep the

another, or oue distriet as compared with gnother.

*Hon, George E. Roheris: “The Newd of o Contrenl Bank.''——Annals
Am. Aend, o1, nndd Soe. Belener, March, NS,
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might be quite possible to keep political influence out of
the management of the bank, although surely no one can
feel certain as to this, but can we believe that in a country
where party strife is so keen, the customers of the bank
and the people will remain continuonsly convineed of this
fact?

(¢) An argument against such a central bank, which
perhaps will appeal morve strongly to a Canadian than to
an American banker, is that as the central bank may not
baye any customers except banks, it can do nothing o
change the state of affairs mow existing because of which
a large borrower may have either to keep a discount ac-
count with a great number of banks, or to sell his paper
to sometimes as many as fifty or sixty banks, or eaven more,
through the medium of a note broker, This clumsy man-
oer of borrowing not only prevents that elose intimacy be-
tween o sound borrower and his banker which, lasting over
a series of years, tends so much fo create firmly cemented
eredit relations, but it undeniably has often caused perfectly
solvent American merchants or manufacturers to fail—a
thing which in other countrvies would be regarded as re-
flecting on the banks of such countries,

(d) Another argument which would appeal to Cana-
dian banks and to all other bankers engaged in financing
the export and import business of the United States, is that
the central bank, having no customers except the banks of
the United States, could do little to build up the foreign
exchange business, which is still done mainly by bankers
other than the National and State banks. Now that you
own the Philippines and the Iawaiian Islands, now that
your foreign trade is increasing so rvapidly and, should your
tarift be lowered, will increase much more on the import
side, surely the need of great banks in the United States
cipable of establishing large banking connections with other
countries, and capable of doing a large international busi-
ness themselves, is obvious.

(e}  When all this is said, however, there is litile doubt
but that a central bank, if wisely administered, would be
an improvement upon the present conditions, but if the
temper of your people will permit such a departure from
your present system, there are surely better plans for the
permanent reform of your banking. A recent writer, who
is strongly opposed to centralization of power ns opposed
to “States rights,'” puts his main objection to a central bank
in the following significant words:* “In my judgment our
currency, like our other evils, is to be remedied by greater
freedom and greater distribution of choice and discretion,
rather than by a greater centralization or unequal distribu-
tion of power. It is a fair question to ask, therefore,
whether conceding, as I do, that there is not suflicient elas-
ticity of the currency, [ can suggest no remedy, but would
prefer present evils to those resulting from the creation of
too centralized a power; and ‘he answer, to my mind, is
obvious. The true remedy must be found, not in placing
our independence upon the discretion of any one, hut of
every one—that is, again, upon liberty, rather than upon
power and pestraint’”  Without regard to whether this is
in the abstract a wise view, or vot, I think we must ad-
mit that it iz distinetly the American view, and those who
have enrefully read the history of early American banking
will recognize that ench aftempt to depart from it has
arnused most passioninte opposition,

So far as my own opinion ig concerned, T do not find that
it has ehanged materially since T had the honor of address-
ing the New York State Bankers’ Association in 1805, T
felt doubtful then as to the probability of the necessary
reform being nceeptable to the existing bankers, and T am
not much more hopeful now. But if the people are willing
to create a central bank, with the monopoly of banking
which wonld be inyolyed, they should be much more willing
to ereéate n series of large banks which could perform every
good feature of centralized banking, and still preserve that
chief safeguard of the peopla in industrial matters, viz.,
competition, And eyven if the peopls and the bankers are

*George [I. Earls, Jr.:
Annals Am. Acad, Pol. and Soc. Selénce, Mareh, 1008,
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not willing, 1T need not, I suppose, on that account hesitate
Lo stale what I happen to regard as o more reasonable solu-
tion than can be found in any other direction,

In order thuat reform may be permanent and effective the
new species of bank should be able to create:

(1) A sound credit currency with effective daily redemp-~
tion,

(2) A distribution of ecapital available for lending, so
that it shall not be idle and congested in one locality and
searce or non-existent and proportionately dear in another.

(3) A condition where the gold and other cash reserves
of the country may be made more effoctive and doubtless be
minimized in quantity.

(4) Where in time of trouble the capital of the country
may be mobile and capable of being centralized when
Necessary.

(5) Where there may be banks capable of doing the en-
tire lending business of your merchants and manufacturers,
except where these are unusually large, when they could
be divided by arrangement between two or three banks,

(6) Where a great international banking business may
be created and you may do justice to your over-sea posses-
sions, to the great ports of export and import, to your mer-
cantile marine, and fo your position among the great na-
tions of the earth,

This state of things can, I think, only be brought about
by your permitting the creation of banks in the United
States similar to the banks of other countries. As I have
tried to show, the mere creation of one central banlk will
not change the defective charaecter of the eight or ten thou-
sand other banks, The suggestion I ventured to make in
1895*%, and which I give below unaltered, was based upon
the National Banking System and {he ten per cent. tax
on Siate bank issues being allowed to remain as they are, and
the new powerd to be added to those enjoyed by a National
bank or to be enjoyed by banks under State or Federal
charters as indieated below:

“Any banks Wwith a paid-up capital of $1,000,000 or
over, to be allowed to issue notes, say to the extent of 75
per cent. of the paid-up ecapital, secured only by being a
prior lien on the assets of the bank, ineluding the double
Hability of stockholders, and by an insurance fund of say
five per cent, and to be free from the ten per cent, tax.
Such banks to be allowed to establish branches within the
State in which the head office is situated. If the franchise
is granted by a State the Federal Government to approve
of the regulations securing the note issues, and to hold the
insurance fund. I do not enter upon the question of what
the minimum paid-up capital should be in the case of banks
desiring (o avail bank issues but not to open branches. I
hope, however, it might be practicable to make it as high
s $500,000.

“Any bauk with a ecapital of say $5,000,000 or over, to
have the same privileges as to note issues and to be allowed
to eatablish branches throughout the United States, limited,
if though necessary, to ecities of national and loeal fm-
portance. Such n frnncrhise'wmllcl, 1 suppose, be granted
by the Federal Government. In view of all that has hap-
pened since the war, I presume it would not be foo great
a stretelh of Federal power to grant such o franchise,”

In the light of Jater experience I should think that banks
having power (o establish branches throughout the whole of
the United States and its over-sen possessions should have
a larger minimum capital than 85,000,000, This, of course,
proposes asset currency, and I am aware of the arguments
which have heen made against if, But no effective argument
has been made other than the difficulty of applying it fo
thousands of relatively small banks, and effecting that daily
redemption which Is indispensable, That it can safely be
applied to all individual banks with a eapital of $500,000
and over, and to all banks with branches with a capital of
$1,000,000 and over, I have no doubt whatever. That it is
extremely desirable in this country if it can be made safe,
I am quite certain,

*I. B. Walker, Address New York Btate Bankers' Association, 1895,
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But quite as important as the asset currency, to my mind,
is the branch system; If you make your laws so that it Is
merely permissive, surely the branch system will not come
into being in an important degree unless it is right In
principle, If it is right in prineiple, shonld the particular
interests of ten thousand or more individual banks stand in
the way of a great public good?

How ever frank I may have been I have not dared to

'SECTION. 103
strike such a high note of criticism as many of your own
bankers, remembering that I am a foreigner, but if what
I have said offends I beg you to forgive, and to believe that
I have no ends to serve, and have spoken out of a full heart
that which to me seems to be the thing I hope we are all
seeking—the truth.

I thank yon most heartily for your patience in listening
to my rather lengthy paper.

Conservation of Natural Resouwrces.

By Hon. Joseeit B, RANspELL, Member of Congress from Louisiana, Member of the National Conservation Com-
mission, and President of the National Rivers and Harbors Congress.

It seems most appropriate that this convention of the
men who hold the purse strings of the nation should be in-
tereésted in a discussion of the conservation of our natural
resources, for all wealth is derived from resources given to
man by the God of nature, Almost any other gathering of
business men would be considering some one of Nature's
gifts—as, for instance, forestry, mining, agriculture, reclama-
tion by irrigation, drainage, or levees, transportation by high-
way, rail, or water—but bankers are interested both directly
and indirectly in every resource which contributes to the
national wealth,

During the past twelve months the subject of conservation
has been given tremendous impetus by a number of conven-
tions of earnest business men assembled to discuss some
particular form or branch of the subject, and more especially
by the great conference of governors of all the States of the
Union at the White House on May 13-15 of the present year,
which was participated in by the most eminent statesmen,
jurists, scientists, and leaders in our country. This was the
first convention of governors ever held in the White House,
with the President asg presiding officer, and because of that
faet, of the high character of its delegates, of the importance
of the subjects discussed, whiclu strike at the very founda-
tions of our prosperity, and the lofty statesmanship of its
declaration of prineiples, it marked a notable erfy in our
history,

This conference; which was called and presided over by
Mr. Roosevelt, one of the most progressive and enlightened
men who ever oceupied the chair at Washington, considered
in o very intelligent and interesting manner many problems
of deepest import (o our country, and the resolutions adopted
by it embodied principles of the wisest and most advanced
statesmanship., They deelared, in part, their “firm conyviction
that the conservation of our natural resources is a subject of
transcendent importance, which should engage unremittingly
thie attention of the nalion, the States, and the people in
earnest co-operation, These natural resources inclulcle the
lnnd on which we live and which yields our food; the living
witers which fertilize the soil, supply power, and form great
avenues of commerce; the forests which yield the materials
for our homes, prevent erosion of the soil, and conserve tha
navigation and other nses of the streams; and the minerals
which form the basis of our industrial life, and supply us
with heat, light, and power)! Each State was urged to
appoint a commission on the conservation of natural re-
gources to cosoperate with ench other and with any similar
commission of the Federal Government and conviction was
declared “that in the use of the national resources our inde-
pendent States are interdependent and hound together by
ties of mutual benefits, responsibilities, and duties,”

Shortly after the close of this convention the President
appointed a National Conseryation Commission, of which Mr.
Gifford Pinchot, Chief Forester, and leading spirit in the
White House conference, is president ; and a number of goy-
ernors have appointed State conservation commissions,

In the brief space of a single address it is impossible to
give more than a faint idea of this great subject, and I can
only make a few suggestions which I hope will call to your
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attention the vast importance of Lhe topic and induce yon
to make a close study of it,

We usually speak of the soil as ““Mother Earth,” and In-
deed it is our beneficent mother, by whom nearly all of
our wants and necessities are provided, and from whom
flows by odds the greatest percentage of our wealth. Wa
can consume and destroy all the minerals which underlie
earth’s surface—and no human power can replace them—
for when coal, iron, silver, gas, oil, or any other mineral is
once exhausted, it is gone forever, at least, so far as our
world i concerned; when the forests are cut down or swept
away by fires or the hurricane's fierce blast, it takes many
long years to replace them; but the living waters are ever
with us, and the earth never grows old, never becomes ex-
hausted if properly treated, ever growing younger as age
upon age rolls on and the nations of to-day are swept into
the forgotten past.

Why has there been such agitation on this subject of con-
servation, and what objects are to be effected thereby? I
shall endeavor to answer this question somewhat in detail.
A careful study of agriculture in the advanced countries of
the Old World, such as Great Britain, Belgium, Holland,
Germany, France, and Japan, shows that. the soil produces
in those countries fully twice ns much to the acre in many
instances as it does in the United States, and that while
the lJands in these old countries seem constantly growing
better, our lnnds, which were so productive a faw years ago,
are becoming lezs o all the while. Mr. James J. Hill at the
White House conference gave some startling facts about our
agriculture. Quoting Professor Carver of Harvard, he says
that “Agriculture as an independent industry, able In itself
to support a community, does not exist in the hilly parts of
New England.,” He further adds that land wvalues in Ohio
shrank $60,000,000 between 1880 and 1900, and the same
relative shrinkage exists in New York and other parts of
the Union: that single cropping, failure to fertilize, and n
general lack of intelligence in farming have reduced agri-
culture in our counfry to a very low ebb—lower in fact than
any other important country with the exception of Russia;
that our system ‘‘reduces agrienlture to the condition of a
bank whose depositors are steadily deawing out more than
they put in"; that the nverage yield of wheat for the whole
United States, for the decade beginning in 1806, was only
13.5 bushels per acre; while during the same period Austria
and HMungary each produced over 17 bushels, Prance 19,8,
Germany 27.6. and the United Kingdom 822 bushels per
acre; and that Belgium, the Netherlands, and Denmark have
each had an average vield of more than 30 bushels per acre
for the past five years. What is true as to wheat Is rela-
tively true as to all farm products,

Now, it seems to me that we surely should get as large re-
furns from our virgin soil as do our foreign brethren from
their lands which have been enltivated for over a thousand
years. Even under our present bad methods the farm prod-
ucts of the United States in 1907 had a value of 37,412,-
000,000, If we pursued the advanced agriculture of Europe,
and thershy made onr lands produce twice as much as at
present, they wonld pay us $15,000,000,000 a year, which
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would give the truly enormous addition of $7,500,000,000 to
our national wealth eyvery year,

Moreover, 1 understand that of the 45,000,000 people of
Japan 80,000,000 are farmers, and the whole population is
supported by a cultivated area of about 19,000 square miles,
aided by food products from the sea. Every foot of soil is
utilized and every farmer is a Specialist. If the same in-
tensive method of farming practiced in Japan were applied to
my own State, Louisiana, whose 40,000 gquare miles of area
are all arable lands of the greatest fertility, it could be made
to support all the people that now inhabit the whole United
States, provided they lived on the simple but wholesome diet
of the Japanese, and in addition the 30,000,000 farmers of
Japan mentioned above.

We are citizens of the iron age, the most glorious and pro-
gressive age of all the world's history, and our great republic
is mow making nearly one-half of the iron product of the
whole world. We boast vaingloriously of this faet; we build
a high wall of protection around us which practically for-
bide our people access to the ore supplies and manufactured
products of other countries; we do everything in our power
to increase our exports: and yet geologists tell us that the
wonderful iron ore beds of the Lake Superior region will be
exhausted within forty years, and the national supply be
almost gone by the close of this century. What is true of
iron fdpplies also to its kindred mineral—conl. Both of
then are essential to our daily existence and comfort.

We are consuming coal with greal rapidity and waste-
fulness. Only about five per cent. of its potential energy is
utilized in most of our furnaces, the other ninety-five per
cent, going up in smoke, ete. And in the process of its
mining we lose nearly fifty per cent,

The coal supply is eseimated to last about two bundred
yenrs, and what our descendants will use for its substitute
none of ns can say. Perhaps they can harness the waves,
or the tides, or the winds, and thereby generate electricity.
We know they can create énormous electric power by proper
econtrol of the various rivers and streams which permeate
evary part of our continent. Perhaps some method may be
devised to coneentrate and utilize the inexhaunstible heat of
the sun—a method possibly on the prineiple of the Portu-
guese priest’s heliophore exhibited at the World's Fair, St
Louis, which generated 6,000 degrees Fahrenheit, in which
any metal would evaporate instantly. Undoubtedly some
substitute for fron and coal will be found swhen in the
coutge of time they have disappeared from our continent,
and yet as prudent men and father of suceeeding generations
we have no right to destroy heedlessly these article so essen-
tial to our comfort, and it is our duty to conserve them in
avery way.

Next in importance to agriculture in connection with the
s0il resources is foresiry, and some authorities go so far as
to say that it is even more important then agriculture, for
they elnim that withont forests to regulate rainfall and
water supply the soil will lose its fertility and become an
arid waste, Omne writer cites the cases of Mesopotamia,
Assyrin and  Palestine, magnificent forests
ahounded, in which Solomon’s 80,000 workmen spent twenty
years cutting and fashioning the ¢edaps of Laebauon to
make the wanderful temple of Jernsalem, and which are now
almost treeless: and he says that the land which flowed with
milk aud honey is now barren and poor: and that the site
of famed Babylon, with its hanging gardens and everything
beantiful in nature and ark, is almost a desert,  Whether
thig idea be exactly correct ov not, there is undoubtedly a
most intimate connection between foresis and agriculture,
and forests are the parents, so to speak, of rivers. With-
out forests, with their leafy covering to shield the earth
from rays and their humid mold to
goften the ground and permit the falling raing to parcolate
freely through it, there cannot be a continuous, steady sup-
ply of water for rivers, which without foresls will be either
ruging torrents or dry beds.

As an independent source of wealth disconnected from
their influence on soil fertility and water supply for agri-
culture and for rivers, forests are of inealenlable im-
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portance and stand fourth in the list of great industries in
the United States: Food and kindved products coming first,
with an annual value of $2,845,284.900 ; textiles, second,
with an annual value 32,147441,418; iron and steel and
their produets, thivd, with an annual value of §2,176,739,-
T20: and lumber, fourth, with an anoual value of $1,223,.-
730,806,  Surely any industey which exeeeds one and one-
quarter billion dollars a year is well worthy of being per-
petuated forever, and yet our timber supply is more than
half exhausted, and at the present it will all be gome at
the end of forty years. I know of no subject more worthy
of careful study and intelligent legislation than that of
forestry. I consider forest preservation absolutely essential
to national prosperity; indeed, I believe our very existence
as a4 vation depends upon the intelligent preservation of
our forests. France and Germany have for some vears been
practicing intelligent forestry, and we cannot do better than
to emulate their wise example. The Japanese, who are per-
haps the shrewdest people on the globe, in spite of the very
limited area of their country, reserve 59 per cent, of the
land in forests, the greater portion of which is under gov-
ernment control,

I[n my judgment, the Federal Government should extend
and increase its forest reserves wherever practicable, es-
pecially where the States and localities directly affected are
anxious to cooperate, as in the proposed White Mountain
and Appalachian reserves; and each State should pass laws
to perpetuate and preserve its forests. Statutes can be
framed which will have the desired eifect and promote the
public welfare without unduly interfering with the rights to
private property.

On March 10, 1908, the Supreme Court of Maine ren-
dered an opinion on the right of its Legislature to restriet
the cutting of trees on private lands for the provention of
droughts and floods, the preservation of the notutal water
supply, the prevention of the erosion of such lands with
their consequent filling up of rivers, ponds and lakes. And
it assigned two reasons why the right of the public to con-
trol and limit the use of private property is peenliarly ap-
plicable to property in land: “First, such property I8 not
the result of praductive labor, bul i derived solely from
the State itself, the original owner; second, the amount of
land being incapable of increase, if the owners of large
tricts can waste them at will withont State restriction, the
State and its people may be helplessly impoverished and one
great purpose of government defeated. . . . We do not
think the proposed legislation would operate (0 ‘take’ private
property within the inhibition of the Constitution. While
it might resteict the owner of wild and uncultivated lands
in his use of them, might delay his taking some of the prod-
uct, might delay his anticipated profits and even thereby
might cause him some loss of profit, it would neyvertheless

lenve him his lands, their produet and increase, untouched,
and without diminution of title, estate, or guantity, He
would still have large measure of eontrol and lirge oppor-

funity to realize values,
deprivation. . . . .

He might sulfer delny but not
"The propesed legiglation , . .
would be within the legislative power and would not operate
as taking of private property for which compensntion must
be made.”

And the prineiples involvad in this opinion were pragti-
cally affirmed by the Supreme Court of the [United Stutes
on April 6, 1908, in a case that went from up New Jersey.
Mr, Justice Holmes being the organ of the Court.

The United States is one of the best watered countries
in the world, and if properly utilized for reclamation, power
and navigation eup waters wonld prove a source of uearly
as much wealth ag one lands, The Federal Government is
beginning to reclaim by irri';mlinn the arid regions of the
West on what T believe to he a swise, comprahensive plan
whicli is snre fo produce magnificent results and redecm a
large domain from the desert, Moreoyer, private and corporate
effort is also accomplishing great things in this line, T
heartily commend these efforts—national and logal—in be-
lialf of irrigation, and earnestly hope they may be emulated
in other branches of the conservation movement,
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Close akin to reclamation by irrigation is drainage, One
reclaims land by putting water on it, the other by taking it
off ; and just as there are vast areas of arid lands in neéd
of water, so there are large tracts of swamp land with too
much water, As much of the arvid land belongs to the
Federal Government, o workable plan was adopted by which
the nation is spending large sums in irrigation, but as the
swamps are nearly all the property of States or individoals,
no general system for their reclamation has yet been devised.
It is worthy of (he best effort of our State and national
lawmakers,

The possibilities of our streams for power purposes are
No accurate statistics are available, but it is
estimated that the water-power it

SNOLIMONs,
y the United States ex-
ceeds thirly million horse-power, and if this amount of
power were generated in the average steam engine plant, it
would consume 650,000,000 tons of conl, worth about two
billion dollars, or fifty per cent. in excess of the total pro-
duction of coal in 1006, Only about three million lorse-
power, one-tenth of the latent foree, is now being developed
by water, but the rapid growth of electricity in recent years
increases the demand very greatly for water-power, and
unless care and wise foresight be exercized this most val-
uable national asset—worth at least a billien dollars a
vear—uaow lying dormant in our flowing streams, will be
seized upon by corporate interests, will yield little or no
revenue to the States or the nation, and the power will be
sold to the people at monopolistic prices, Some immensely
valuable franchises for water-power have been granted by
Congress free of charge under the erroneous impression that
they were withont commercinl value; but I hope and believe
that a different policy will prevail hereafter,

The most valuable use of water after it becomes a river,
lake or ocean is for transportation. Cheap transportation
is the most important economic question in the business
world, and that nation which solves it best and quickest is
sure to win in the race for commercial supremacy. The
United States easily leads the earth in railroads, but in de-
velopment of natural and artifieial watercourses svhich fur-
uish the cheapest of all known methods of transportation,
we are far behind Holland, Belgium, Germany and France.
These four countries of the Old World are thoroughly alive
in the value of their waters as freight carviers, They have
canalized all their rivers and connécted them by transverse
sanils at enormous expense, so that freight can be moved
from one part to every other part of the conntry in boat or
harge without breaking bull, Paris, the metropolis of
France, Is connegted with Antwerp, the great seaport of
Belginm, by seven waterway routes; and Berlin, an interior
city, is joined to every part of Germany by a perfect net-
work of canals and rivers. It must be remembered also that
the railronds are owned by the State in Germany and Bel-
ginm, and thoroughly regulated in France, so that no unfair
rail competition with waterways is allowed—a statement
which eannot be fruthfully made about our railroads.

While this condition exists abroad cur policy of water
improvement has been unbusinesslike in the extreme, In-
sufficient sums have been appropriated to complete projects ;
and greal works, such as those on the Harlem and Ohio
Rivers, are apparently as far from completion as when the
work began on them over thirty years ago. No definite
plan for the improvement of all the nation’s waterways has
ever been adopted, but work has begun and progressed in a
most unsatisfactory way on certain rivers and harbors,
without any attempt at n complete system of standard depths
and connecting channels for all, as is so well carried out
by our commercial rivals in Europe. Moreover, appropria-
tions have been entirely inadequale, and very large sums are
needed at onee for pressing projects. 'The expense of our
payy for the past five years was something over five hun-
dred millions, and for waterways during our nation's life
about five hundred and fifty millions—nearly as much in
five vears for warships to protect our commerce as we have
spent in a hundred and eighteen years to furnish that com-
meres chieap (ransportation to the sea,

Moveover, it is the bounden duty of the national govern-

p:/[fraser.stlouisfed.org/

SECTION. 105

ment to improve its navigable waters, as the sovereigniy over
them for all purposes of navigation rests in it rather than
in the States, and it alone has power and control over them.

Waterways from the ealiest days were the best means of
Iransportation till the advent and development of railroads
about eighty years ago, and they are still the cheapest of all
known methods. Nearly 60,000,000 tons of freight were
carried through the locks on the St. Marys River, connect-
ing Lakes Huron and Superior, Iast year at a freight charge
of nbout .84 of 1 mill per ton per mile, which is about one-
ninth of the average rallroad rate for the entire Union of
T.48 mills per ton per mile, and water rates on the Ohio and
lower Mississippi are about the same as on the Great Lakes.
Had the total commerece of the Lakes last year, amounting
to about 80,000,000 tons, been carried by rail at the average
railvond rate the charges thereon would have exceedad
by over $300,000,000 the amounts actunlly paid for freight.
Hence, the improvements on the DLakes, which cost about
70,000,000, saved last year to the American people more
than four times as much as their total cost, and they will
continue to save as much and more annually for all time
to come.

While actunl statistics are
wateriways, I am econvinced thot water transportation costs
only about one-sieth as much as the average cost by rail.

And in many cases, delivery by water is much guicker for
heavy, bulky, low-class commodities. Railroad freight ears
moved in 1006 an average of only 25 miles in twenty-four
hours, and T believe an elaborate study would show that
boats moved at least 100 miles in the same time,

Railroads are very limited in capacity, and there was
fierce congestion on them not many months ago. On well-
improved waters, such as Long Island Sound, the Great
Lakes and the Hudson, and lower Mississippi, there is prac-
tically no limit to the volume of business that may be ear-
ried thereon and no danger of congestion.

Railroads are monopolistic corporations, owned, operated
and controlled for private gain. Competition over any given
line is impossible, because the roadbed belongs to the cor-
poration. Whaterways are free roadbeds, for the use and
enjoyment of all the people, Conditions for competitions
are perfect on them, and they can never he monopolized.
No rate commission is needed to fix freight rates on im-
proved walercourses,

Most of the great annual expenditures of our government
are like rain falling on the parched sands of the desert, anly
to disappear and leave no trace behind., But waterway im-
provements are investments which will lust forever,

''he eight millions expended in giving a 35-foot channel
to Boston Harbor cheapens ocean rates fully 50 per cent.
fo the grain grower of the West and the cotton producer of
the South. The annual saving in freight rates largely ex-
ceeds the cost of the project, and it will remain a lasting
benefit to hundreds of generations of Americans for thou-
sands of years after the “Dreadnanghts” of to-day have de-
cayed into their original elements and been forgotten,

No country on earth is better supplied by nature with
waterways. than ours, and though they have been sadly neg-
lected in the past, T pray, in the words of Washington,
uttered with prophetic wisdom one hundred and twenty years
ago, “Wounld to God we muy have the wisdom to improve
them,"

A complete change in onr present methods of appropria-
tiong and expenditures is necessary, We must adopt a
broad, liberal, comprehensive waterway policy, which will
give suflicient sumg to properly improve within the pext ten
yvears every watercourse in the nation, together with con-
necting channels between them, which is justified by pres-
ent oF prospective needs of commerce, and muost make such
changes of administration in the method of expending these
snms as will bring ahout speedier nnd hetter results.

In conclusion, my banker friends, permit me Lo advise each
and every one of you to study conservation—in its broad
sense the most important subject before the American peo-
ple, and worthy the highest consideration of our brightest
minds. If too busy to investignte the whole field—minerala,

not obtainable for all our
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forests, lands and waters—take up one of them and acquaint
yourselyes with it thoroughly. TIts connection with the
others will apear, and you will find the study of deep in-
terest. When you go home preach the gospel of conserva-
tion, and make your friends and neighbors understand its

importance and practice its teachings., Become active lead-

ers in creating a wise, general sentiment in favor of pre-
gerving and using in o sane way the great natural resources
which a kind Providence has bestowed so plentifully upon

CONVENTION.

our favored country. You can exercise much weight in
molding this sentiment, for the banker is a man of power
whose position throws him in contact with all kinds and
classes of men and gives him great influence, I charge you
with the responsibility in this matter entailed by your honor-
able calling. I give inte your keeping the care of these
shall expect the same [faithful
stewardship, which as good bankers, you hestow upon your
own investments.

precious  resources, and

The Guaranty of Bank Deposits.

By Festus J. Wape, President Mereantile Trust Co

In the discussion of any economie subject, the important
thing to be borne in mind is, “What are we trying to
prove "

In any legislation affecting the interests of our citizens
it is important that the aim of legislation be borne in mind
all of the time.

What is the object of legislation? 1Ts it to safeguard
the interests of any one class of citizens as opposed to the
interests of any other class? The object of banking legis-
lation is to make banking safe; to safeguard the interests
of depositor and stockholder. These interests are not op-
posed to each other, they are identical. Any measure which
altacks the interest of the stockholder impairs the security
of the depositor.

Any measure which makes banking safer, any measure
which makes bank failures less frequent and less disastrous,
any measure which compels the banker to conduct his
institution along “safe and sane” lines, conforms to the
object of legislation and safeguards the interests of stock-
holder and depositor.

It i& deplorable that a financial theory which affects the
interests and calling of every member of this organization,
and those we represent, should he made an issue hetween
the political parties in this campaign.

Whatever we, as individuals, think about the guaranty
of bank deposits, we must feel that it is unfortunate to
have the question dragged into politics.

Ome State, the newest in the Republic, is experimenting
with taxation or assessment fo guarantee bank deposits.
The question of the legality or constitutionality of this
prineiple is now in the courts. On the banks in existence
prior to the enactment of that legislative act Oklahoma
levies an assessment of 1 per cent on banks’ daily average
deposits (less deposit of State funds properly secured) for
the preceding year, for the purpose of creating a depositors’
guaranty fund. (The State makes no guaranty.) It pro-
vides that newly incorporated banks shall pay into the
depositors’ guaranty fund 3 per cent of the capital stock
when such new banks open for business. It further pro-
vides, whenever any bank becomes insolvent, that the Bank
Commissioner shall take charge of its affairs, and that de-
positors of such banks shall be paid in full, and when
the available money of the bank, or the money that ean be
made availalhle, is insufficient to discharge the obligation
to depositors in full, the depositors’ gnaranty fund is to ba
drawn upon to discharge the obligations to the depositors,
If the guaranty fund is reduced, by drafts upon it, to less
than 1 per cent of the total deposits of all the banks of the
State, then a levy of a special assessment is made to cover
the defleiency. This assessment is levied upon the eapital
stock of the bianks, according to the amount of their re-
spective deposits, and such assessment is due and payable
immediately when made. You will note that this levy or
tax is ealled an assessment. In my judgment, it is clearly
unconstitutional and, in terming it an assessment, it is
attempted to. do indirectly that which cannot be done
directly under the Constitution of Oklahoma, or under the
Constitution of the United States,

. of St. Louis,

The word “assessment” is undoubtedly used to disguise
the fact that it is really a tax. The power to tax is subject
to the limitation that a tax must be levied for public pur-
poses only, and an imposition in the form of n tax for
private interest is void and unconstitutional,

The property of banking institutions belongs primurily
to their stockholders, subject, however, to the payment
of their debts.

Every nssessment or tax levied upon and required to be
paid by banking institutions, to pay the deposits of a de-
funet institution, is, therefore, an appropriation of a part
of the property of the stockholders of solvent banks for
private purposes. In the ease of the Oklahoma Banking
Act, however, the assessment required to be levied upon the
banking institutions for the creation of a depositors’ guar-
anty fund is not levied for any publie purpose, but is levied
for the purpose of securing to private individuals who are
so unfortunate as to have their money deposited in insol-
vent banks a payment of the debt of the bank to them.
The assessment, therefore, takes the money of the gtock-
holders of the solvent banking institutions to pay the
debts of insolvent corporations to their depositors. It is
unjust in that it attempts to favor the ereditors of bank-
ing institutions by special legislative protection over the
creditors of other sorts of business corporations.

It is unjust in that it takes the private property of the
stockholders of solvent banks to pay the deposit creditors
of insolvent banks. This is not taking private property for
public use. It is the taking of the private property of one
class of citizens for the private benefit of another class of
citizens, and is therefore indefensible upon any theory of
just governmental prineiples.

The fifth amendment to the Constitution of the United
States provides that private property shall not be taken
for public use without just eompensation, and it has been
held by all the courts, both Federal and State, that there is
an implied limitation upon the power of the State in reln-
tion to the appropriation of private property and an abso-
lute prohibition of the taking of private property for
private use.

But leaving to the courts and the Inwyers the question
of legality, yon and I ean consider the economic phases of
the subject, confident that we know what we are talking
abont.

Is it practicable?

Would it be equitable?

How would it affect our stockholders?

How would it in fact protect depositors?

Would it prevent panica?

Tt is attempted to make n horizontal rate of taxation
on all banks—good, bad, indifferent, How long do you
suppose a life, fire, casualty or fldelity insurance company
would remain solyent if the life insurance company made
the same rate on the life of each individual, irrespective
of age or state of health; the fire insurance company the
same rate on huildings whether frame, brick or fire-proof
in towns and cities with and without protection against
fire; the casualty company the same rate on a man walking
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on the street as on a man working in a powder factory;
or the fidelity insurance company the same rate for a bond
of the dishonest or inexperienced man as it would charge
for the honest, experienced and capable man?

Congervatism, experience, judgment, education in the
various finaneial problems, would count for naught. A man,
or set of men, invading the banking field to-morrow would
be placed upon the same plane as the sages in the financial
world. :

Every successful financial institution receives its stimu-
lus, its deposifs, its profits, from the wise and careful
management of its officers and directors, The capital in-
vested in the institutions and the judgment of its officers
and directors are the surest safeguards to protect its de-
positors. Thera are over 16,000 banking institutions in
this country. No other line of trade or commerce showa
such a small ratio of loss as the banking fraternify.

It is suggested that the fear of insolvent institutions will
be eliminated by the inanguration of this latest finaneial
heresy. Let us examine this in a homely wny, Suppose a
bank in a remote part of Oklaboma carrvied its reserve in
hank in Guthrie, and Dame Rumor suggests o the officers
of the bank in the remote town that the bank in Guthrie,
where the reserve is carried, is tottering and will likely
close within noweek. What will the banker with his reserve
deposited in the Guthrie institution do? Will he wait
until the doors are closed and then wait until he receives
hig reserve from the guaranby fund? Will he not immedi-
ately proceed to remove his funds from the institution of
which he iz suspicions and place them where lhe is confi-
dent of security?

Suppose you had on deposit $1.000, being all the wealth
you possessed, and fear entered your heart as to the soly-
ency of that institution; would you wait for the guaranty
fund, or would you withdraw your deposit?

The guaranty of deposits, as exacted by the United States
government in the deposit of its funds, is held up as an

example why all deposits should be guaranteed. I main-
tain now, and have always maintained, that the government
should deposit its funds the same as a citizen, and should
not exaet gecurity from banks over which it has direct su-

pervision and control. I should not take securities pur-
chased with its assets and tum same over to the treasury
to protect the depositors of the government, and thus dimin-
ish the seeurity of the other depositors.

Every depositor has the same right as the government
to ask security. The banker can decline or accept the
deposit, as it may snit him.

However you may legislate, the secret has neyer yet been
diseovered whereby you can ereate personal honor or ability
by legislation; and the theory that the guaranty of bank
deposits will avoil disaster, dishonesty or breach of confi-
dence, is a fallacy.

Irresponsibility would be promoted by the adoption of
the bank guaranty deposit idea, because under this latest
hereay all deposits would be theoretically “guaranteed.”
According to this fallacy, knowledge of past history and
experience wonld be entirely unnecessary. Any set of men,
irrespective of character, ability or financial experience,
could form o banking institution in one form or another;
pub a signion the door, as they do in Oklahoma—*All de-
posits guaranteed by fhe State”—sell their certificates pay-
ing five and six per cent,, and eompete with their neighbor
who had weathered fAnancial storms, and who would, by
the operation of this chimerical scheme, he required fo
pay the depositors of dishonest, inexperienced, ignorant or
disreputable bankers.

No legislation can absolutely stop speculation or avert
recurring periods of depression. The law of average, as the
law of nature, is immutable. Times of inflation will ocour;
depression necessarily follows,

The money, real cash, of the country should always be
deposited in the banks. Deposits are created in a large
mensure by the thrift of the people and the commerce of
the country. Without depositors, banks would be useleas;
likewize withont borrowers, bankers could not exist. The
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bank guaranty idea compels each bank to become indorser
for every other bank, but fails to ask each barrower fo in-
dorse the paper of every other borrower. Would it not be
foolish to ask every borrower to guarantee all of your bills
receivable? Is it mot equally foolish to ask the banks to
guarantee or indorse the debts or deposits of every other
bank ?

What the action of the mational hanker of
Oklahomu on the guaranty proposition? Ten months have
elapsed since fthe law went into effect, and although the
National banks were given the alternative of losing the
State deposits or eontinuing with the national system, be
it said to their credit, business judgment and sound prinei-
ples, only six out of a total of 307 National bhanks liave
become State banks. State banks were obliged to enter
into the guaranty scheme or retive from buginess hecausze

lias been

of the passage of the law by the Legislature; hence they
were “foreed” to join the faith-cure theory of hanKing.

How daes the State fare under the new scheme? It
places the funds of the State directly in politics. On the
theory that each bank is as good as its neighbor in the
State banking system, the parfy in power will distribute
its favors where it sees fif, and yvou may depend upan it,
the banker who is not “affilinted,” no matter low wize or
solid his bank may be, will receive very little of the deposit.

Deposits in Oklalioma banks, by the latest report of the
Comptroller’ of the Currency, weére 558,037,615, Of this
amount $30.820,080 was in National banks, which as Na-
tional banks are prohibited from jeopardizing their assets
by becoming guarantors of the other banking institutions;
leaving $21,216,520 in State banks, subject fo the operation
of the assesament.

The eapital, surplus and undivided profits of the State
banks of Oklahoma amount to 55,546,007,

There are four hauks in Oklahoma whose deposits aggre-
gate more than $5,000,000. Consider for a moment the ruin
that would have been ereated in Oklahoma; if all banks
were guarantors for ench obher, should these four banks
haye closed their doors during the panic of 1007,

Being the largest banks, suppose they were the deposi-
taries of this gnaraniy fund. Their doors were clogaed; their
money invested in loans and securities, The remaining
banks of the State would be called upon to pay £5,000,000
cash to reimburse the depositorzs of these institutions.
Whera would they have gotten the money (not eredits, but
cash) in November and Deécember, 1907¢ Take it out of
their vaults? 1If so, what would become of the eash reserve
of the institutions assessed to pay the depositors during that
eritical period? $5,000,000 cash would be nearly 9 per cent.
of the total deposits of all the banking institutions in
Oklahoma during those months. If they had been suddenly
ealled upon (as the law of Oklahoma is supposed to require
them to do) to pay £5,000,000 in cash into the institutions
assumed fo be failed, it would have taken practically every
dollar in eash onut of every banking institution in the State
of Oklalioma in November and December last year. What
would become of the other banks with their $53,000,000
deposits? Who would pay those deposits? What good
would their guaranty be if their reserves were all gone?
For an answer, the advoeate of the poliey will tell vou the
money withdrawn from these banks would be deposited
with =ome other institution. Is this true? Is that the
history of banking in a great erisis such as we have gone
through? Did not a great many bankers in Oklalioma
decline to pay depositors in cash during the panie of 1907?
If the $5,000,000 had been paid ouf in eash during November
and December, 1007, would not the greatest portion of it
have gone into safe deposit boxes and stockings, owing to
the panicky feeling of the publie, particularly so when
nearly all the banks of the State had ceased cash payments?

Quixotie is the idea thaf the mere advertisement of the
State or governmental gusranty or deposits theory will
make philanthropists of misers or public-spirited citizens
out of those who in times of success as well ag in times of
distress hoard and hide their money. The man who has ae-
quired the habit of hiding the proceeds of hik labor will
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mever care about the theoretical guaranty by any Govern-
ment or State, but will ¢ontinue to hoard his eash in the
future as he has in the past.

“Recklessly encouraged,™ should be the title of the bank
guaranty idea, becanse it encourages those who have no
f‘,;\‘[ll_'ril'.lll'l:. judgment, wisdom or finaneial education, to en-
ter the banking field, and they will do in many instances
what is now being done in Oklahoma—offer 5 per cent or
6 per cent. for deposits on time certificates, with the bait
that their bank is guaranteed by the State.

What financial confidence would you have in a wholesale
dry goods firm’s paper if you knew that firm stood as in-
dorser or gnarantor for every retail dry goods man in the
country f

There are States and cities where depositors have not
lost a dollar in five, ten, twenty years, in the past quarter
of a century. The national banks of the United States
handled thousands of hillions of dollars in the last quarter
of a century with a loss of less than one-quarter of 1 per
cent, for the entire period. Why diseredit the enviable
reputation of the finaneial institutions of this country?
What other nation with any financial power ever attempted
such a foolhardy proposition?

Under the operation of the law, the solveéncy of every
State bank subject to that Iaw, in time of distress, would
be questioned. Why !
npon to show the solvency of itz own institution, but to
guarantee the deposits of every other institution in the
State, henee the contingent liability of each bank would he
greater a thousandfold than its total assets.

Yon under the delusion that Oklahoma, as a
State, proposes guaranteed deposits, The State of Okla-
[t proposes fo col-

Beecause it wonld not only be called

may be

homa guarantees no depositor a dollar.
leet a tax from the eareful, thoughtful, experienced banker
to pay the debfs of the carveless, ignorant, dishonest hanker
in case the bank fails. It does not guarantee that the tax
fund may not be deposited in an institution that will close
its doors,

Fveryone knows that there is now, and always las heen,
a gunranty for all bank deposits in @ practical, husiness-like
form.

The total deposits of the banking institutions of the
Unibed States aggregate more than $13:300,000,000, divided
as follows:

State
Trust Companies
Savings Banks

Nutional Banks

£3,000,000,000
2,100,000,000
3,700,000,000
4.,500,000,000

lanks

CONVENTION.

The present gtiaranty of that vast amount of deposit is
as follows: Capital, surplus and undivided profits of —
State Banks ... . 760,000,000
Trust Companies 1,070,000,000
National Banks 1,670,000,000
$3,500,000,000
plus the double liability of all stockholders of all National
banks, Thus it will be seen that depositors’ money in Na-
tional and State banks and trust companies, aggregating a
total of $13.300,000,000, is guaranteed by a capital, surplus
and undivided profits of institutions aggregating
$3,500,000,000 plus every dollar of the depositors’ money
loaned out by careful, experienced, honest bankers.

[f this guaranty of bank deposits became general, why
do we want $3,500,000,000 as eapital, surplus and undivided
profits? Under the proposed theory, a bank with a capital
of £50,000 would be as good as one with $1,000,000 ecapital,
£2,000,000 surplus and $500,000 undivided profits. Why
liave any surplus to weather the storm?  We all guarantee
one another, Why pay small dividends to our stockholders
and build np large surplus and undivided profits?

ow utterly absurd, how silly, this attempt to foist on
this nation such a weak, unsound, soc¢ialistic doctrine!

The most ardent advocate of the bank guaranty heresy
admits that the loss to depositors in over forty years the
national banking system has been in existence is less than
two-twenty-fifths of 1 per eent. on total deposits. What
other line of trade or commerce can make such a showing
of safety? What can be more socialistie in its tendeney,
more paternal in its purposes, than this wild and illogical
scheme of bank deposit puaranty ?

Statistics show there are over 8,500,000 depositors in say-
ings banks of the United States. Of this number, there are
more than 5,000,000 in the New England and FEastern States
and Penusylyania.  Have these 5,000,000 people arisen in
their supremacy and demanded the bank guaranty?

What organization or set of men comprising economic
soeicties, labor unions, agrienltural associations, manufae-
turing or commercial organizations, have demanded, sug-
wested or approved of this latest financial fallacy? Ts it
not a fact that not one organization of the character above
outlined has ever put its official stamp of approval on this
bank guaranty deposit iden? Should we as bankers in con-
vention assembled sit idly by, or should we condemn this
mensure? 1 say it is onr duty to our depositors, our stock-
holders, our country, as citizens, to condemn it in the

these

strongest terms.

THE FOURTH NATIONAL
BANK OF THE CITY OF
NEW YORK OFFERS TO DE-

POSITORS EVERY FACILITY
WHICH THEIR BALANCES,
BUSINESS AND RESPONSI-
BILITY WARRANT.
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Committee Reports—Banking Section,

Annual Report of the Secretary, Fred E. Farnsworth.
NEW Yonrg, September 1, 1008,
Tao The American Bankers' Association:

[t is not withont considernble satisfaction that I sabmit
herewith my first annual report, Notwithstanding the strenu-
ons times which overtook the banking Interests of the volntry
last October, the Assoclation hos had an nnusually prosperous
Fear,  We have retained one membership and show a healthy
growth.

['wiil nat attempt to enlarge on the work of the Sections and
the Committees, nor ocenpy your time in golng Into detalls, for
you will have fall reports from these ndjuncts of our Asgocln:
tlon, suflice it to say that this lias been for them an nnnsually
actlye year, The Trust Company, Savings Bank, and Cleaving
House Sectlons have accomplished a great doal along thele varl-
ous lnes,

EXECHTIVE COUNCIT,

The report of Chalrman Plerson covers, very fully, much of
the work aceomplished by this office under divectlon and with the
approval of the Exeeutive Couneil,

CURRENCY COMMISSION,

You will have s report from the Currency Commission of
onr Association, of which I am secretary. T femly belleve
that the Cuorrency Commission and Ifts two ecommiftees was
a0 most lmportant factor, through its educational work, In pro-
venting the pagsage of the vicions Aldrich and Fowler bills as
orlginally Introduced; in fact, I think it i apparent that,
had it not been for the work of the Currency Commission, one
of these bills would have been passed by Congress.

STANDING PROTECTIVE COMMITTEE,

There Is probably no other one department of the Associn-
tlon work which appeals to our membership to sucl an ex-
tent as the protective feature.

Of the 151 erimionls nrrested as appear In the report of the
P'rotective Committee, 74 have been convicted and sentenced to
specifie terms amounting to 281 yenrs and 7 monthe: 24 have
been sentenced to Indeterminate terms.

The Protective Committee hag expended $88,522.54 for the
protectlon of 9,808 members, which amount Is $1,675.14 in
excess of the expenge of the Protective Committes of last year.
Consideration should be taken, in conncction with this Increase
of expense, ol the fact that there has been an increase of 552
in membership, which, based on the retaining fee we pay
the Pinkertons, wlll about offset this amount, The Committee
has gone n little further thig year In their efforts to pros-
ceute eriminaly by making speclal investigations and endeavor-
ing to apprehend and cauge the arrest of amateurs whose ree-
ords may classify them as dangerous criminals, as resnlt of
which additlonal expense has been ineurreed,

A large number of our State Assoclations have the protective
feature and cooperate with the Amerfenn Bankers' Assoclation
in thelr endenvor to appreliend criminals, and at times cases are
pro-rated between us, The Committee desire to express to
the State Assoclations thele appreclation of the cooperation
thus extended, and stand ready to be of service to the varlons
States when (€ s possible so to do.

Full report of the Protective Committee will he made in rog-
ular order to the convention, but I think it is due our Protective
Commlittes to say that they have been earnest In thelr work,
and have given such attentlon to detalls ag has been required
of them.,

COMMITTEES,

All of ounr Committees, and there are now cleven of them,
have held frequent seeslons, have been working harmonlously
in the Intercsts of the Assoclation, and the results are very ap-
parent. .

STATE ASBOCIATION CONVENTIONS.

It has seemed to me that It was within the provinee of your
Seeratary, and extremely desirable, for him to attend a5 many
conventlons, as possible of the State assoclations. 1 attended
seyeral of them, but not 88 muany as 1 should lke fo have,
owing fo my dutles In the office;, which have been perhaps a
It more strenuous thls year than may be In the future. As
A representative of the American Bankers' Associatlion I have
been very warmly received by the State hodles and I am sure
that these visits have resulted In good both Lo the Agsoclation
ag well a8 the Btate organlzations,

AMERICAN INSTITUTE OF DANKING,

‘The Institute ls one of onr most valuable adjuncts—now with
50 0,000 members and 45 chapters, and i(ts work carrled
along us orlginally laid out by the Educational Committes of
this Association. The Institute Is composed of a body of llve,
energetle, progregsive young men, who nre a eredit to this As-
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sociation, and nre bound fo become the bankers of the future,
and the Iustitute fitting them for suel a caresr, 1 was
present at thelr convention at Providence, which was most s1e-
cessful in every particolnr

ORGANLZATION OF SECRETARIES.

The Organlzation of Secrdtariesd of State Bankers' Assochis
tlons was organized In 1902, While It 15 not a part of the
Americnn Bankers' Assoclation, Its work I8 closely allied to s
and its success and the succese of the State Assoclations, and
Inerease In membership go hand [n hand with the growth of
tlig American Bankers' Associotion. When the secrotaries op-
ganlzed there were not to exceed six or eight progressive As-
soclations in the countiry. There are now twenty-five or thirty
assoclations which enn lered first-class and up to date
In methods, work nnd membership. I hiave been Secrelary of
Lulg hody sloee Itx Inceptlon, and belleve that these two Assoeia-
tiong connot he loo clogely Ideéntined for the good of both,

e cor

ASSOUIATION OFFICES.

For the thorough handling and expediting the business of this
oll with our large memberships, committee work and cor-
respondence—early in my administration I began systemat-
leally to Install modern business devices, with the result that
we now have an addressograph with 25,000 names of member
wnd non-member banks; a multigraph on which we have pro-
dueed 100,000 letters ; modern fiing devices for our corresponds-
ence, vouchers and files, code receipts, and membership blanks,
I have algo introduced a system of office vouchers, and In avery
wiy possible have endeavored te bring the office up to the
standard of a first-clags business econcern. For the eon-
venlenee and comfort of visiting bankers the offices have
heen rearcanged and refurnighed, giving os a libeary and read-
Ing room, whereln can be found all of the financlal papers
and Journals of the country. The working offices have been dis
vided up for the convenlence of the working force, as well as the
seerelary and assistant secretary. That this innovation was
desirable is attested by the fact that a large number of visiting
hankers lhave called and made use of the offices and reading
roon,

CIFHER CODE.

The Clpher Code authorized by the Advisory Committes and
approved by the Counecil ; after correspondence and consultation
with many of our members was prepiared by the Buslness Cods
Company (who are expericneed In this lipe) and was sent
out September 1. It iz very comprehenslve and much more
complete than the former code, and has been recelved with
miuch satlsfaction by our members.

ROUTINE WORK,

During the fiscal year Just ended about 600,000 speeial let-
terg, eiveular letters, pamphlets, and codes have been Jssued
from the seeretary’s office.

MEMBERSHIF RY STATES,

[To August 31, 1008, Inclusive.]
Alabame oioiiiaiises 23 New Jersey
AERE) &ivia . . 10 X Mexleo
Arizdon .., . £ 4L New Xorkr s aiiaiaiss
Arkansas - . » 121 North Carolina .
Callfornia .. i .+ 853 North Dakota
Colorndo oy vanus . 134 Ohlo
Conneeticat ... «os 141 Oklahoma
Delaware B R «+ 285 Oregon
Distriet of Colnmbla......... 20 Pennsylvania
Florida T coes 100 Rhode Island
GOTRIR orianasannrs «» 20% Bouth Carolina
BN Ch e stk A «ressn 10 Sonth Dakotn ....
Hiipols . v« B34 Tennessep
Indlang ... 815 Texus
JOWR e b s s e s van e dn e O, DIBR Si = n cai
KARBAE oisosivisissnnnsniven S22 Vermont ..
Kentugky ; .. 186 Virginia s
Louisiana 185 West Vieginla
Malne 75 Washington
Maryland ... .. 147 Wisconsin
Massachusetts .,..... vein = Wromlng
MIChIZAD wusviiinsnias ++ 337 COrnoda
MINDEBALA vvveyryoavurnsvsavs 321 Oubn
MisslssIppl ooiivveinenrierene 126 Hawallun [slande
Missourl .. Al avy AL MR L.
Montana ... 1100 Porto Rico
Nebraska  Luiviveaesaisseaines 2000 West Toidlos
NOYROL: o rsannaayvadaibesnen o4
New Hampshlre cooviererneese 48

Six bundred and ninety-one (091) members were  ernked
from the roll throongh falluve, Hguidation, consolidation, and
withdrawal,  This brought the membership September 1, 1007,
to elghty-five handeed and sixty (8,500).

Twelve hundred and forty-three (1,243) members have joined
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the Assoclation since that date. Notwithstanding the fact that
a large proportion of the dues payable for the fiscal year ending
August 31, 1908, were collected during the panle period, we
now have a total pald membership of ninety-eight hundred and
three (0,808), being a net gain over last year of five hundred
and fitty-two (G652). The gross gain Is within fifty-nine (59)
of last year's, The aggregate capital, surplus and deposits of
our membership amounts to $13,682,082102,
The membership and resoprces of the Association haye In-
ereased as follows:
Pafd mem-
bershlp.

Annual

« 1,890, 10,940,00
12,075.00
Sas .+ 127,760.00
...... versarsbne ey 157,600,00
+ 160,705,600

Ang. 81 1905
Aug. 41, 1006
Aug. 81 1907

Atg. 81, 1008
Intezest on bonds,,
Intorest on bank balances

160, 600,00
4, 050,00
111544

Muking the sessnvaey « - $108.8065.94

total Income, .v.ess

APPRECIATION.

In closing this my first annual report to you as your Secre-
tary, It Is my desire to express my sincere thanks to the officers,
committees and members of the Associatlon for thelr uniform
courtesy and loyal support, and particularly to Chairman Pier-
son who s resourceful, energetie and progressive, with the
{nterests of the Asscciation at heart, and who has nlways re-
gponded to my ealls for consultation and advice.

I want to particularly emphasize the work of the Executlve
Couneil, the Viee-Presidents of the various States and Secre-
tarles of the State Associations. We have called on these offi-
cors froquently during the year to ald us in our work, and es-
peclally ‘In our efforts to increase onr membership. In this re-
speet we have recelyed loyal support, as is evidenced by the
material Increase in membership which is shown by the fig-
ures just reported to you,

The large amount of extra work during the past year along
certaln lines, In extending our usefulness to our members and
in educational work, has required an additional clerical force,
1t {s due to Assistant Secretary Fitzwllson and my force (o
say that fhey have willingly contributed to the succeéss of
the administration in faithful services, and to them I desire
to express my thanks.

PROSPECTIVE.

1 predict for the future of the Association Increased mem-
bership, unqualified success, and with It hearty support from
the mew administration, the enlarged Councll, State Vice-Fres-
idents, State organizations and committees,

All of which s respectfully submitted.

Fred. H. Farnsworth,
Secretary.

Report of the Treasurer, A. A. Crane, New York, N. Y.

Flnaneial Statement for Flseal Year Ending Aug. 31st, 1008,

1907 To Cash—

Sept, 1,—
Standing Protective
Adyisory Committee
Amerlean Institute of Banklng .
Committes on Bills of Lading, covesessnceaanas
Committee on Credit Information ...
Committes on Bxpress Companfes and Money Orders......
Commlittes on. Uniform LTaws...
Clearlog Hotge Sectlon <ooveeaiss
Cutroncy Commnlssion .ieoa.evea
Stunidlng Law  Committes. ...
Bavings Bank Seetlon ...
Tmst Company Sectfon -,
Clplier Code
Journal ... 3 v Waw o w A e LR
Account Exetutive Councll meeting of 1907...
Executive Council meeting of 1008....... vavranenes  HBOAO4
Proceedlogs of 1007, and dAlstrIbutlon «.opvessvacnsesvnecs 10,240.01
£10,000 New York Clty Reglstered Corporate Stoek, 814650

of 10

Matal SIZ0S cvouvrrnvnis PO I
Dues retarned to two members.....
Refond acconnt of excess dues by
Halarles ..ovaviiae
Petty CoBlL wienrprsvrsavymrnassssnnasrmprrranabnd
Sundry Expenses ...
Telophone and Telegrapli e csapssrsirrssssssnaiens
Convenllon of 1007 ....o..
Teavellng espenkes of officers on officlnl Business. ... ....
Anditors
Printing and Btatlonery . .ov.ee
Postage ... a
Stick plng for Conventlon of 1007, veivvveaiiiin. 05
Furnlture and Fixtures ..... 2,507.08
Pramium on officers bonds..... 01.20
Speclal office belp ... 331,00
14 1. gold buttond for members of Executlve Connell...as S16.00
Rent oo 241007
Palance, Angust 31, 1008.. e 1,028.20

FUB2,618.27

Commiltes.. v AR e aaes 309, 02510
: TO00T

T,970.18
5,781,000
230,12
2,700.32
324,50
7445
T427.67
1,074,903
4,017,067
0,208,21
NG00
Ta0.53
5000

T T T

v

205,000,67
50000
40,00
46,00
o 215002,05
200.00
880,18
304,18
55456480
1,028,20

MDErS, v vene

CONVENTION.

Sept. 1st, 1008, by balance cash, $1,023.20.
1907 By Cnsh—
sept.

By cash balance ..

' fnter¢st on hank

' fnterest oo bonds

4 eale lnserts and SIZN8.....0.. ,

" dues from 234 old members to 1900, .... 3,430,00

“ dues from 525 new members to 1000 3,065.00

Y galy of proceedings . 15,00
gile of 2 trust company fOrmMS....vessieanvass 24.00
sale of 3 coples Trust Company Sectlon Procvedinga

1806-1903 ... O A ;
refund gecount badges for Savings Bank Section
refund account Standing Protective Commlttee from

yvarlous cnses ..., reneaas
anle of stnmped envelopes to Trust Company Seetlon,.
refund scconnt sundry items by J. R. Branch
sale of old office appllances and furnlture, ...
procecds from  telophone messages SRR
procecds from dellnquent reglstrations at couventlon

of 1607
dues from 8,024 old members to 1008.
dues from 922 members to 1008..

balances

"

0,00
.00

n02.606
118,82
T.49
8,00

295

7z ) 20,00
Leve 104,207.50
9,005.42

$162,513,27

Sept, 1st, 1008, By Balance cash, $1,023.20.

In additlon to the above balance, the Secrétary sent to the
TPreasurer for collection, Sept. 1, 1008, 9,110 drafts account
of membership dues, unpaid for fiseal year ending August 31,
1009, amounting to $151,040.

Also, the Treasurer holds for Investment the following:

$10,000 Government 4 per cent. bonds of 1925,

830,000 Atehison 4 per cent, bonds of 1005,

$50,000 C. B, & Q., Il Divislon, 4 per cent. bonds.

$30,000 New York Clty Reglstered Corporate stock 3% per
cent., dug 1940, ;

An inventory of the furniture and fixtures of the Assoclation
shows about £5,000 In value, This Is not carrled as an asset,
but was charged off when purchased.

A. A, Crane,
Treasurer.

Report of Standing Protective Committee,

, New York, September 1, 1908,
Ta the Baecutive Council of the Amerlcan Bankers' Assoclation,
Gentlemen : the detafled financial report of the Standing Pro-
teotiye Committee for the flseal year ending August 31, 1008,
Is as follows:

RECEIPTS,
Sept. 1, 1007, By Balance..........ooicenre enusnunuyanas s §$4,842,87
Sept. 27, 1007, By Appropriation of Executive Counell, ..., 16,000,00
May 5, 1008, By Appropriation of Executlve Counell. . iuns. s 21,000.00
Aug, #1, 1008, By HRefunds Account of Specinl Cases to date 602,50

$41,344,03
DISBURSEMENTS.

Plnkerton’s Natlonal Detectlve Agency Hervices

per contract for one half fee due Nov. 1,

1007—8,470 members ut $1.50 . $12,504,00
Serviees one-half fee due May 1,

members at $1.50..,. . 18,045.50
Account Speelal Casedoior vivinis +e 12,281.47

$38,700.07
One-hinlt esxpenses ineurred by Texns Bankers'

Asgocintion re Samuel RobIngon case....s-vsvs 234,13 $49.025:10

Aungust 31, 1008—Credlt Balance ,..... S LA £2,310.83
The followlng data will show you the result of the Commit-
teo’'s work during the year just ended:

RECORD OF CRIMINALS, ARRESTED, CONVICTED, SENTRNCED, AWAIT-
ING TRIAL, BANK BUROLARIES, ETC,

Burglars—=Speclal ¢ Cases not dlsposed of, arprested prior to
September. 18, 2; arrested since September 1st, 18; convieted
and sentenced, 7; Specific terms, 4} indeterminate tevms, 3§
total years 45-3; released, 3; died, 3: awniting trial, 2.

Burglars—General 1 Cases not disposed of, arrested prior to
September 1st, 1; arrested since September 1st, 21; convicted
and senteneed, 73 speclfic terms, 7 total years, 024 ; relensed,
4 eseaped, 4; dled, 33 awalting trial, 5.

Forgors—Special : Cases not disposed of, arvested prior to
Heptember 1st, 9; arrested since September 1st, 40 : convieted
and sentenced, 29; speciic terms, 225, Indeterminate torms, T
total years, S2; releaged, T escaped, 24 died, 13 awnlting
trial, 0.

Forgera—General : Cases not disposed of, arrested prioc to
Reptember 1at, 6 arrested since September 1st, 47; convieted
and sentenced, 80 specifle terms, 163 Indeterminate terms; 143
total years, 87: released, 3; awalting trial, 20,

Hold-ups—Special @ Arrested slnce September 1st 41 awalt-
ing trial, 4. -

Hold-ups—~General : Arrested slnce September 18t Ti cons
vleted and gentenced, 13 specific terms, 13 total years, B}
released, 13 awaiting trial, 5.

Snenk thleves—General: Arrested since September 1st, 2§
awalting trlal, 2,
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Tatal cases not disgposed of, arrested prior to Sept, 1st.. 18
Total arrested since September 1st......

Convieted and gentenced
Released, eseaped and died. ..

Awaiting trlal ..oy, 47

The total period of Imprisonment for the eriminals that
thave been convieted amounts to 251 years and T months, 'This
does not include 24 Indeterminate terms.

The membership of the Association has incredsed 552 gince
our Iast report, and we are pleased to state that there have
been fewer erimes (n proportion perpefrated against members
than for any year slnce the Inauguration of the Protective
feature,

We refer you to roport of the Pinkerton Detectlve
for additional detalls.

Notwithstanding the faet that your Committe¢ has had a
larger membership to deal with than in any previous year they
have only expended $1,675.14 more than the expense involved
in carrying on the work last yeur, By the Increased member-
ahip: the retaining fee of the Pinkertons lg an extra expense,
and, moreoyer, the Protective Committes, while endeavoring to
confine Its operatlans agalnst professional criminals, do, If In
thefr Judgment o ease would warrant it, endeavor to appro-
hend and cause the a