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up, whether we need it or not, to a certain measure of our 2 per cent 
bonds. But it can not get up any further; and it practically can 
not come down. ' 

Nor, under our system, can ordinary transactions of business go 
forward uninterrupted in a time of stress and strain. And yet the 
final test of a banking and currency system is that the ordinary 
banking/facilities needed by business shall be provided at all times 
and under all circumstances. 

NATIONAL CURRENCY ASSOeiATIONS. 

During the past summer and autumn I have encouraged the 
national banks of the country to avail themselves of the provisions 
of the Aldrich-Vreeland bill to form national currency associations, 
giving themselves the opportunity without any delay to issue cur
rency in case of need. Many of the banks of the country became 
interested in this policy, and now these associations have been formed 
in many parts of the country, including Washington, D . C ; Georgia, 
at Atlanta; Boston; New York City; Louisiana, at New Orleans; 
Philadelphia; Chicago; St. Paul and Minneapolis; Detroit; and St, 
Louis. Others are in process of formation. 

NATIONAL BANKS. 

The administration of our relations with the national banks has 
continued to show steady improvement. The Government is getting 
more and more of its rightful supervision and control of these banks; 
and is distinctly aiding the officials of the better banks and is as dis
tinctly protecting the communities against the vicissitudes of the 
others. The body of bank examiners is being gradually overhauled. 
The reconstructed force is being educated and trained and the esprit 
de corps is becoming excellent. Politics has been practically elimi
nated from the office of the Comptroller of the Currency. He who 
enters that service leaves politics behind.' 

The developing and perfecting of these relations between the Gov
ernment and the national banks can go on without reference to the 
impending banking and currency reform by Congress. Whether that 
reform should materialize soon or-late does not concern the need of 
this better supervision and control. The banks will remain in any 
case, and the need of Treasury supervision and control will continue 
permanently. If, however, the general reform of our banking and 
currency system is not to be immediate some things which would be 
appropriate to the laws incorporating that reform ought, it seems to 
me, to be provided for at once. 
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centration which under our present system is inevitable by the mere 
operation of financial evolution. 
p- The disabilities under which our country labors are due not to 
the faults or failings of the individual banks, but to the fact that 
these banks are not organized into a cooperative and protective sys
tem; and it follows that the fundamental and essential feature of any 
ref qrm is that the banks shall be thus organized. And organization 
means the establishment of a central institution representative of the 
banks. But this institution need not be and should not be a central 
bank. It must be purely and only a central agency of the banks. 
It was natural to think, at first, of a central bank; but it was early 
discovered that a central bank could have no place in our system—and 
that if the approved and fortunate features of our present system 
were to be preserved, as everybody determined they i should be, some 
other central institution than the central bank must be devised. A 
central bank could not perform the functions waiting to be per
formed. It could not fill the need. The thing required as a central 
institution must be something new, but also something normally 
evolved from our present system. The idea of a national reserve 
association has therefore grown up; and it has grown up just as the 
idea of the clearing house grew up; and it follows the clearing house 
as a sequence on a far larger and more important scale. 

Until lately it was not as clearly seen as it is now, that the interests 
involved in this great question are not confined to the bankers and 
the large business community. The interes'ts of every order of society 
are involved, especially in the prevention of the barbarous disaster 
aild havoc of our wholly unnecessary panics; and scarcely less in the 
habitual interruption of the even flow of business caused by the in
constancy of banking facilities. Farmers, working men, people of 
the smaller business interests and people at large are enmeshed 
in the imperfections of our banking and currency system. I t is very 
fortunate, therefore, that the question will be presented to Congress 
this year in such shape and with such information that its committees 
and its whole body can readily act upon the question with perfect 
intelligence. The present Congress will be confronted with several 
other cardinal matters; but none will be more urgent and pressing 
than this, and none will have been waiting longer. 

NATIONAL CURRENCY ASSOCIATIONS. 

Seven new national currency associations have been organized 
since my last report at the following places: Albany, N. Y., Kansas 
City, Mo., Baltimore, Md., Cincinnati, Ohio, Dallas, Tex., Mont
gomery, Ala, and Denver, Colo.; and thus the needed organizations 
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under the Aldrich-Vreeland Act are practically complete. The 
Aldrich-Vreeland law expires, however, on June 30, 1914; so that 
these organizations will only be available for times of storm and 
stress for about two and a half years. The value of these organiza
tions, however, will pass out, as intended, as soon as an adequate 
reform of the banking and currency system is enacted by the Con
gress. Should the Congress not inaugurate a new banking and cur
rency system by the date assigned for the expiration of the Aldrich-
Vreeland Act, then it will be well to have that act extended; though, 
of course, it affords a very limited protection to the business interests 
of the country compared with what would be contemplated in new 
legislation. 

PANAMA CANAL BONDS. 

The sale of $50,000,000 3 per cent Panama bonds last June was 
successful to a degree that did honor to the remarkable financial 
credit of the Government. The bids for the fifty millions of bonds 
aggregated $212,085,200, and the average price realized was 102.5825. 
This produced a premium of $1,291,274.19 and made the actual 
interest rate of the transaction 2.9019 per cent. The omission of 
the privilege to these bonds to be used as a basis for national-bank 
circulation put them squarely upon an investment basis; and re
versed the previous bond policy of attaching the privilege with a 
view to a rate of interest that was arbitrary and artificial. The 
normal demand for new bonds with the circulation privilege had 
become more than exhausted. And unless we were willing to further 
disregard or sacrifice, for the sake of an abnormally low and prac
tically forced rate of interest, the legitimate conditions of the nation's 
currency, there was no way to press any more of these bonds upon 
the national banks. The situation was already saturated to the point 
of precipitation. I t is on all accounts, therefore, a matter for con
gratulation that we have come to the end of the 2 per cent bond 
period; and that we have entered upon a new period in which we 
shall resort to the open market with our loans and make our bonds 
a legitimate investment of the public. 

T H E POSTAL SAVINGS BONDS. 

The trustees of the postal savings system have recently found that 
the 2i per cent rate of interest established for postal bonds is not suf
ficient to preserve these bonds at par, even as an alternative to postal 
deposits at the 2 per cent rate. When the trustees were confronted 
with a quotation for these bonds of 92^ cents on the dollar they 
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