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receipts for the present year. Deducting our estimated expenditures 
from these estimated receipts (and assuming that the estimates will 
not in the gross be exceeded b}̂  the appropriations), the surplus 
of ordinary receipts over ordinary disbursements in 1912 will be 
$49,505,986.88. But taking also into account the estimates for the 
Panama Canal the deficit for the next year will be $7,414,860.81. 

^PANAMA CANAL BONDS. 

The continuing deficit created by the Panama Canal expenditures 
is bringing us closer to the time when the indebtedness of the canal 
to the general fund will have to be paid, at jeast in part, by a sale of 
some of the Panama bonds authorized in the amount of $290,569,000 
in the act of August 5, 1909. These bonds may be issued at any rate 
of interest found necessary up to 3 per cent. They also carry the 
privilege of being used as a basis for national-bank circulation. I t 
was not observed at the time of their authorization that the existing 
law as to the tax on circulation needed to be changed to provide a 
higher tax for circulation secured by these bonds in order that they 
might not have an advantage over the 2 per cent bonds. 

In order to preserve only a parity between the 2 per cent and 3 per 
cent bonds, the tax on circulation secured by the 3 per cent bonds 
should be IJ per cent. If it should be preferred to make the tax in 
the case of the new bonds 2 per cent instead of 1J per cent in order to 
further insure their going into the hands of investors in case they are 
issued at 3 per cent, that might have its advantages. I t would add 
an additional check against undue use of the new bonds as a basis 
for circulation. ° 

If, on the other hand, authority were given to issue $50,000,000 or 
$100,000,000 3 per cent bonds without the circulation privilege, we 
should be able to gauge experimentally the rate at which the Govern
ment could borrow on an investment basis, and we should then be 
better able to formulate a financial policy for the future. 

A new factor has entered into the matter of the Panama Canal 
bonds since the passage of the postal savings bank bill. I t is pos
sible that these bonds may find a market through this new bank. 
Thirty per cent of its total deposits may be invested in government 
bonds, and in addition the depositors may turn their funds into such 
bonds. I t is, therefore, within the possibilities that none of these 
new Panama bonds will ever reach the open market; and it is pos
sible they may never have circulation privileges attached to them, 
for it is expressly provided that bonds issued to depositors shall not 
have circulation privileges. 

While these new facts diminish the importance of the new Panama 
bonds to the open market, the correction of the circulation tax 
remains very desirable, 
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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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