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REPORT

oF

THE COMPTROLLER OF THE CURRENCY.

OFFICE OF THE COMPTROLLER OF THE CURRENCY,
Washington, November 7, 1870,

Sir: In compliance with the provisions of section 61 of the national
currency act, I have the honor to present, through you, to the Congress
of the United States the following report:

Since my last annual report thirty-seven national banks have been
organized, making the total number organized up to date, seventeen
hundred and thirty-one. Of this number, five banks, to wit:

The First National Bank of Utah, at Salt Lake City ;

The First National Bank of Leon, Iowa ;

The First National Bank of Port Henry, New York ;

The Howard National Bank of Burlington, Vermont ;

The Baxter National Bank of Rutland, Vermont ;
were organized by the surrender of circulating notes for that pur-
pose by existing national banks, and did not increase the aggregate of
bank circulation.

Thirty-one banks have been organized under the act approved July
12, 1870, providing for the issue of fifty-four millions of additional na-
tional bank circulation.

THE NAMES OF THE NEW BANKS ARE AS FOLLOWS :

Capital.
The National Bank of Springtield, Missouri,.........._..... $103,0¢20
The National Bank of Maysville, Kentocky................. 300,060
The Merchants and Planters’ National Bank of Augusta, Ga.. 100,600
The People’s National Bank of Norfolk, Virginia............ 160,060
The Farmers’ National Bank of Stanford, Kentucky......... 100,500
The Monmouth National Bank, Illinois..................... 100,000
The First National Bank of Gallatin, Tennessee............ 51,000
The Second National Bank of Lebanon, Tennessee.......... 50,000
The Corn Exchange National Bank of Chicago, Illinois. ..... 250,0¢0
The First National Bank of Brodhead, Wisconsin.......... 50,0600
The First National Bank of Shelbina, Missouri.............. 100,000
The Monitean National Bank of California, Missouri. ....... 50,000
The First National Banlk of Columbia, Tennessee............ 100,000
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Capital.
The National Bank of Menasha, Wisconsin. ... ............ 50,000
The Salem National Bank, Illinois....... ............ ... .. 50,000
Tlle Citizeny’ National Bank of Alexandria, Virginia........ 125,000
The First National Bank of Sterling, Illinois................ 100,000
The TFirst National Bank of Ottawa, Kansas................ 50,000
The Jacksonville National Bank, Illinois............... .... 200,000
The Fayette National Bank of Lexington, Kentucky......... 200,000
The First National Bank of Watseka, Illinois .............. $50,000
The First National Bank of Decatur, Michigan .............. 75,000
The First National Bank of Tuscola, Illinois................ 113,000
The First National Bank ot Chariton, Iowa ...... .......... 50,000
The First National Bank of Schooleraft, Michigan .......... 50,000
The Iowa National Bank of Ottumwa, Iowa ................ 100,000
The National Bank of Pulaski, Tennessee .................. 100,000
The Tirst National Bank of Richmond, Kentucky............ 250,000
The First National Bank of Evansville, Wisconsin .......... 50,000
The Muskegon National Bank, Michigan.................... 100,000
The First National Bank of Lapeer, Michigan .............. 75,000

The aggregate capital of the banks named is $3,239,000, giving an
average to each bank of about $104,500, and distributed among the sev-
eral States as follows :

Capital.
INlinois, Thanks . ... ... . .ottt e e $863, 000
Michigan, 4 banks ......... .. . ...l L.l L.l 300, 000
Wiseonsin, 3banks ... ... ... el 150, 000
Towa,2banks...... ... ...l 150, 000
Missouri, 3 banks ...... .. ... ... ... e e 250, 000
Kansas, 1 bank. ... ... ... ... ... ... ... ... 50, 000
Kentucky, 4 banks. . ... ... ... ... ... 850, 000
Tenunessee, 4 banks . ..... ... ... ool 301, 000
Virginia, 2 banks ... ... ...l 225, 000
Georgia, 1bank ... ... ... il 100, 000
There are on file applications for banks in addition to those enum-

erated—

Estimated

capital.
From Alabama, 14 applications ............ . ... ... $2, 000, 000
From Arkansas, 7 applications.......................... 550, 000
Irom Colorado, 2 applications .......................... 200, 000
From Dakota, 1 application ...... e e 100, 000
From Florida, 4 applications........ ... ... ... ... .. 400, 000
From Georgia, 7applications........... ... ...... ... ... 1, 500, 000
From Illinois, 23 applications. ....... .. ..o ... 2, 500, 000
From Iowa, 21 applications.......... ... . ... .. ... ... 1, 300, 000
From Indiana, 13 applieations .... ... .. ............... 1, 600, 000
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Estimated

Capital.
From Kansas, 13 applications .......... ... ... .. ... 900, 000
From Kentucky, 20 applications ........................ 3, 000, 000
From Louisiana, 10 applieations ........... ... ... ... .. 2, 500, 000
From Missouri, 17 applications............. ... ....... 1, 500, 000
From Mississippi, 2 applications ........................ 150, 000
From Minnesota, 7 applications ........ ... ............ 500, 000
From Michigan, 18 applications ...... ................. 1, 500, 000
From Montana, 2 applications ........... .............. 150, 000
From North Carolina, 3 applications..................... 500, 000
From Nebraska, 3 applications.... ... ........... ... .. 150, 000
From Nevada, 1 application ............................ 300, 000
From New Mexico, 1 application........................ 150, 000
From Ohio, 13 applications ............ ....... ... .. ... 1, 200, 000
From South Carolina, 2 applications ..... _..... ........ 350, 000
I'rom Tennessee, 9 applications ........ ... ... ... ... 1, 000, 000
From Texas, 4 applications ..... .......... ............ 400, 000
From Utaly, 1 application.......... ... ... ... .. .. e 50, 000
From Virginia, 7 applications.............. ... ... ... .. $800, 000
From West Virginia, 5 applications. ............... .... 300, 000
From Wyoming, 1 application .. ............... ... .... 50, 000
From Wisconsin, 19 applications. ................. . ..., 1, 400, 000

The number of these applications is two hundred and fifty, and the
amount of capital required to supply them all would be $27,000,000.
Experience has shown, however, that a large number of applications
are placed on file as caveats, to occupy tlie ground and to deter other
parties from moving. Very many are speculative, and some, intended
to be bona fide, fail, because, when brought to the test, the capital is
wanting. Probably, it all these applications should be granted, not:
more than half of them would be carried through to a complete organ-
ization. The amount of capital in the Western and Southern States,
not permanently invested or actively employed in business of various
kinds, but immediately available for the purpose of organizing national
banks, cannot be very large, and the impression that many millions of
cash capital were awaiting the opportunity of investment in national
banking institutions has not been fully sustained. The provision made
by the late act is undoubtedly ample for the supply of those States
which have less than their proportion, and would probably suffice to
supply all reasonable demands even if not restricted in its distribution.
The propriety of providing for the removal of such restrictions after the
expiration of one year from the date of the passage of the act is respect-
fully suggested.

Under the provisions of sections 3, 4, and 5 of the act approved July
12, 1870, anthorizing the establishment of national banks for the issue of
circulating notes redeemable in specie, but one bank has yet been estab-
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lished, the Kidder National Gold Bank, of Boston, Massachusetts, with
a capital of $300,000. Information has been received that several other
institutions of this character are in process of organization, or in con
templation, two or three of which are in California. It was not antici-
pated that specie-paying banks wonld be established to any considera-
ble extent, at present, in those sections of thie conntry where a paper
currency, based upon the legal tender issues of the Government, already
prevails; although it was, and is still, supposed that one or more gold
banks might be established and sueccessfully conducted in each of those
cities on the Atlantic seaboard where a considerable foreign trade is car-
ried on, and in which a certain amount of business is necessarily trans-
acted upon a specie basis. If all the business of this kind that is ear-
ried on in the cities of Boston, New York, Philadelphia, and Baltimmore
could be concentrated in one or two banking institutions in each of those
cities, its extent would undoubtedly warrant the employment of a very
respectable amount for its exclusive accommodation.

Under the operation of the act of Congress approved July 14, 1870, ¢ to
require national banks going into liquidation to retire their eirculating
notes,” twenty banks, which had been nominally in liquidation for various
periods of time, have deposited in the treasury of the United States
legal-tender notes for the redemption of their outstanding circulation,
and taken up the bonds pledged as security therefor, The amount of
such deposits since the date of my last report is $2,401,910,and the
amount of bonds, at their par value, thereby released is $2,756,000. All
banks in liquidation except tliose in process of consolidation with other
baunks have now retired their circulation.

Carefully prepared tables will be found in the appeuadix, as follows:

1st. Statement of amount and different kinds of bonds held to secure
-circulation.

2d. Banks in the hands of receivers.

3d. The number and amount of each denomination of bank notes is-
sued, redeemed, and outstanding.

4th. The number of banks, ainount of capital, bonds, and circulation
in each State and Territory.

5th. National banks in liguidation which have deposited lawful money
to redeem their circulation, and taken up their bonds.

6th. National banks in liquidation for the purpose of consolidating
with other banks.

7th. List of expenditures for the fiscal year ending June 30, 1870,

8th. List of clerks employed.

9th. Reserve tables.

Since the organization of this Buarean to the 1st day of October, ultimo,
circulating notes more or less worn and mutilated have been returned by
the banks, to be destroyed by barning, to the amouant of $30,597,5618. Of
this sum, $17,048,119, or more than one-half the total amount, were re-
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turned during the last year. The rapidity with which the national bank
notes are becoming unfit for circulation, and are being returned for de-
struction in order that they may be replaced by new notes, is constantly
increasing, requiring a constantly increasing force of clerks to attend
properly and promptly to the assorting, counting, registration and final
burning of the notes.

In the effort to protect the public from the impositions of counter-
feiters, which is being made by the proper authorities, it would be well
to throw every possible difficulty in the way of the circulation of coun-
terfeit notes. IFor this purpose it is recommmendaed that every national
bank be required through its officers to stamp the word “ counterfeit”
upon every false, forged, or counterfeit national bank note that may be
recognized as such on presentation at the counter of the bank.

‘When the capital of a bank becomes seriously impaired by losses or
otherwise, it would be destrable for the Comptroller of the Currency to
be clothed with sufficient power to require the bank to be wouud up,
or to have its capital made good, within a reasonable time. Asthe
law stands, he can only prohibit the bank from declaring any dividends
so long as the capital of the bank remains impaired, but the resources
of a bank may be crippled and its usefulness destroyed beyond hope of’
repair, and yet it may continue to live a sickly existence for years.
In such cases, the bank should be regquired to make up the losses by an
assessment on its stockholders, or to go into liquidation and be closed.

The operations of the national banks thronghout the country during
the last year have been characterized by prudenee and exemption from
disaster to an unusual extent. The profits have not been so large as in
former years, owing to various ecauses, among which may be noted
the decline in the preminm on gold, a reduction in the amount of trans-
actions in government bonds and consequent falling off in commissions,
and the fact that, owing to the general shrinkage in values whieh has
taken place, the banks generally have realized their losses, and have
charged off the bulk of their bad debts. Theresult, however, may be re-
garded as, upon the whole, satisfactory. Very thorough and rigid inves-
tigation has been made by skilled accountants, commissioned as exam-
iners, into the mode of doing business, character of the management,
and the value and condition of the assets of the banlks during the year,
and it has been ascertained that the bills and notes discounted are, to
aremarkable extent, based upon bona fide transactions, while the accom-
modation loans are uniformly safe and well secured. The reserves re-
quired by law to be held, to secure the payment of circulation and
deposits, are, as a ruie, kept on hand, and the general average of such
reserves is ordinarily considerably above the amount required.

The limitation of loans to one-tenth of the paid in capital, a most
wholesome restriction, is, in a large majority of the banks, carefully
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observed, and the loans are almost uniformly well distributed. In very
few instances are the directors allowed to monopolize to any consider-
able extent the facilities oftered.

Complaint is made from time to time, and from various localities, that
borrowers are compelled to pay more than the legal rate of interest for
money, and doubtless the complaint is well founded. On this subject
there is a practical suggestion or two that may be profitably considered.
If the interest on the bonds deposited to secure circulation, and the use
of the circulation and deposits, at the legal rate of interest, will not
enable banks to pay taxes, expenses, and dividends equal to at least
the current value of money where the bank is doing business, the legal
rate will be transcended, or the bank will wind up. This may safely be
taken for granted. An attempt to compel the institution to keep within
the limits, under such adverse circumstances, will result in foreing it
into liquidation. In nine cases out of ten where these complaints are
made, the evil complained of is caused by the high rate of taxation
imposed by State authority. Taxes enter into the cost of production,
and are paid by the consumer ; this is just as true of money as of any
other commodity. Formerly, when the bank circulation was issued and
the business of the country was transacted by institutions incorporated
by State legislatures, valuable immunities in the way of exemption from
taxation were granted, in order that the banks might be able to furnish
money to borrowers at reasonable rates, and in most of the States the
legal rate of interest was fixed with direct reference to the privileges
granted. Capital invested in banks was practically exempted from
taxation, in return for which immunity the banks were expected and
required to lend money at certain specified rates of interest, while very
frequently individuals were allowed by law to lend money by special
contract, at much higher rates. The rates established for banks, under
the conditions referred to, still continue, and are sought to be enforced,
but the immunities which enabled themn to observe these rates have been
taken away. The privilege of issuing circulating notes is no more valu-
able as a franchise, under federal authority, than it always has been
under State authority. The profits derived from it are commonly over-
estimated. A fair estimate of the average percentage of profit on circu-
lation will not much exceed five per cent., and this is just about the
average rate of taxation paid by national banks; so that the profits
derived from the business of banking depend mainly upon the amount
of deposits, which after all constitute the true basis of banking. Circu-
lation—that is, money orits representative,is the creature of the Govern-
ment, and is to be relied on as a source of profit onlyin the rudimentary
stages of banking. The history of banking in the older and wealthier
countries of the world furnishes abundant evidence as to the truth of
this statement.

The reports of 81 joint stock banks of Great Britain* of their opera-
T - Eé(;ualnist, May 21, 1870. o
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tions during a part of the year 1869, illustrate the fact stated. Leaving
out the Bank of England, which furnishes the great bulk of the circu-
lation used in the United Kingdom, the banks reported employ an
aggregate capital exceeding £42,000,000, and their net profits for six
months of the year 1869 were somewhat in excess of £3,700,000, or at
the rate of about nine per cent. per annum. Reports of 62 banks for
the six months succeeding the period embraced in the foregoing state-
ment,* show a capital of over £30,000,000, with dividends averaging
five and three-quarters per cent., and net profits not divided equal to
one per cent.; together, making the net profits of the 62 banks, whose
reports are published, at the rate of thirteen and a half per cent. per
annum, i

In the United States the accumulation of cash capital is comparative-
ly small. As in all new countries, nearly the entire capital is required
for the transaction of active business and for the development of the
resources of the country. The amount of deposits, therefore, or money
at rest,is small in comparison with the actual material wealth of the
country; but it is continually on the increase, and by its aid the
national banks are enabled to bring their earnings up to an average
that has hitherto proved satisfactory to their stockholders. Iun view of
all the facts, however, it seems desirable that the old relation between
the rate of interest and the rate of taxation, established and observed
by nearly all the States in which banks of issue were authorized,
should not be entirely ignored with regard to national banks, and inas-
much as the power of the States over the national banks, in these two
important particulars, is exercised only with the consent of the Gen-
eral Government, it would be a wise precaution for Congress to fix such
limitations as would prevent unwise, unfriendly, or otherwise damaging
legislation.

Allusion has been imade in former reports to the custom of paying
interest on deposits by national banks. The practice existed long
before any national banks had an existence, and they only confinue
to do what their predecessors did before them, and what bankers every-
where consider themselves compelled to do.

The use of other people’s money in the shape of deposits, without
interest, or at a low rate of interest, has come to be considered a cardi-
nal necessity of modern banking. There will always be those ready to
aceept its cnstody, assume all the risks, and pay interest for its use, for
a margin of profit ranging from one to three per cent. It is not always
the strongest or wealthiest bank or banker who is willing to pay the
highest rate for this use of other people’s money. Ordinarily, judging
of banks as of individuals, the one most in need of money offers the
greatest inducements to depositors. In theory the custom is danger-
ous; in praectice it is not always safe, but, nevertheless, it is so

* Economist, Oct. 15, 1870,
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thoroughly entrenched in its position by long observaunce, that any
sweeping enactment prohibiting the payment of interest on deposits by
national banks would be evaded in some way, or the banks would lose
their deposits. There are scores of banks and bankers, not subject to
the control of Congress, who would rejoice over such a prohibition as over
the discomfiture of an enemy; yet there is one point that should be
guarded. The reserves of the whole country are held to a large extent
in Boston, New York, Philadelphia, and other large cities. These
reserves should be protected. They should be placed under such
restrictions as would obviate all necessity for their use by the deposi-
tory bank. If the institutions owning these reserves cannot afford to
allow them to remain unemployed, so that they may be in reality what
they are in name, relief should be afforded in some othier way. It is
of vital importance to the country that no portion of the percentage,
which the law requires banks to hold as a reserve on circulation and
deposits, should be loaned out, subject to the vicissitudes and fluctuations
of men and property. There may be prosperous and easy times for
years; but there may come a day when upon the ability of a single
bank in New York City to pay the deposits of its conntry bank corre-
spondents—their reserves—will depend the safety of the whole country.
The banks of New York City have paid as interest on deposits, during
the year ending with the 30th of September, the sum of $2,546,639 10;
the Boston banks, 588,272 58; the Philadelphia banks, $119,001 47;
while the aggregate sum paid by all the banks that allow interest on
deposits is 86,486,172 66.* These large snms indicate the wide preva-
lence of the practice under consideration, and the difficulty that would
be experienced in any attempt to effect its entire abrogation. If by
any means, however, the moneys held in the large cities, constituting
the reserves of the country banks, can be exempt from the operation
of this custom, the main point, and the one in which, above all others,
the entire public is interested, will be gained.

The further cousideration of this subject is submitted to the wisdom
of Congress.

The necessity for some arrangement by which the notes of national
banks may be assorted and returned to the several banks of issue for
redemption is becoming more and more apparent, as the difficulty of
dealing with the worn and wmutilated notes now in cirenlation is
experienced. The arguments contained in former reports, in favor of a
general redeeming agency in the city of New York, will not be repeated
or extended on the present occasion., The conviction is expressed,

* 1,064 banks pay interest on deposits and have reported the amounnt.
540 banks pay no interest on deposits.
6 banks pay interest, but cannot report the amount.

1,610 total number in active operation when report was called for.
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however, that if the banks were authorized to establish an institution
of their own for that purpose, owned, controlled, and managed in their
interest, they would find it greatly to their profit to do so.

Such an institution would also serve as the custodian of the res:rves
kept in New York, thereby exempting them from the risks incident to
funds deposited in the ordinary way and drawing interest, and would
perhaps obviate the necessity of specific legislation upon the subject
of the payment of interest on deposits; while the benefit to the whole
country, arising from a fiscal agency so truly national in its character,
regulating the currency, the exchanges, and the banking interests of the
country, beyond the control of any riug or clique—because managed by
all for the benefit of all—would be of the most substantial and enduring
kind.

Respectfully submitted.

HILAND R. HULBURD,
Comptroller of the Currency.
Hon. GEo. S. BOUTWELL,
Secretary of the Treasury.
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OFFICE OF THE COMPTROLLER OF TIE CURRENCY,
Washington, November 10, 1871.

Sir: In compliance with the provisions of section 61 of the National
Currency Act, I have the honor to present through you to the Congress
of the United States the following report for the year ending Septem-
ber 30,1871 :

Sinee my last annwal report, one hundred and fifty-five National
Banks have been organized, making the total number to October 1,
eighteen hundred and eighty-six. Of this number, ten banks, to-wit:

The Central National Bank of Baltimore, Maryland,

The First National Bank of Hightstown, New Jersey ;

The National Security Bank of Philadelphia, Pennsylvania;

The Keeseville National Bank, New York;

The Central National Bank of Hightstown, New Jersey ;

The East Chester National Bank of Mount Vernon, New York ;

The Merchant’s National Bank of Newark, New Jersey ;

The National Bank of the Commonwealth of Boston, Massachusetts;

The National Bank of Kuatztown, Pennsylvania ;

‘The Littleton National Bank, New Hampshire,
with an aggregate capital of $1,960,000, were organized by the surrender
and transfer of circulating notes for that purpose by existing National
Banks, and did not increase the aggregate of bank circulation.

One hundred and forty-five banks have been organized during the
year under the act approved July 12, 1870, providing for the issue of
fifty-four millions of additional national bank circulation.

The names of the banks are as follows, to-wit,

Capital.
The Second National Bank of Lawrence, Kansas .......... $100, 000
The State National Bank of Springfield, Illinois......... ... 150,000
The German National Bank of Chicago, Illinois ........... 250, 000
The First National Bank of Palmyra, Missonri........... 100, 600
The City National Bank of Selma, Alabama............ ... 100,000
The Loudoun National Bank of Leesburgh, Virginia....... 50,000
The South Bend National Bank, Indiana. ... .............. 100, 000
The First National Bank of Lake City, Minnesota......... 50, 000
The First National Gold Bank of San Irancisco, California. 1, 000,000
The Citizen’s National Bank of Charlottesville, Virginia.... 100,000
The Merchants’ National Bank of Burlington, Towa......... 100,000
The Hastings National Bank, Mickigan........._.... e 50,000
The City National Bank of Chattanooga, Tennessee,....... 100,000
The Teutonia National Bank of New Orleans, Louisiana.... 200,000
The National Bank of Somerset, Kentueky..... ... .. .. .. 60, 000
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Capital.
The First National Bank of Appleton, Wisconsin. ... ... $50, 000
The First National Bank of Santa F¢, New Mexico ........ 150, 000
The First National Bank of Pleasant Hill, Missouri........ 100, 000
The First National Bank of Holly, Michigan .............. 50, 000
The Merchant’s National Bank of Richmond, Virginia ..... 200, 000
The First National Bank of Lanark, Illinois............... 50, 000
The Fayetteville National Bank, North Carolina........... 50, 000
The First National Bank of Sioux City, Towa... . .......... 100, 000
The First National Bank of Charlotte, Michigan ...... ... 50, 000
The First National Bank of Franklin, Kentueky......... .. 100, 000
The First National Bank of Niles, Michigan............... 109, 000
The Washington National Bank, Iowa ... ... ...... ... ... 50, 000
The First National Bank of I'ort Scott, Kansas............ 50, 000
. The Trirst National Bank of Mason, Michigan ........_.... 80, 000
The Central Natioual Bauk of Columbia, South Carolina ... 100, 000
The Citizen’s National Dank of Raleigh, North Carolina.... 100, 000
The First National Banlk of Springfield, Kentncky......... 150, 000
The Iirst National Bank ot Saginaw, Michigan............ 100, 000
The Commercial Naticnal Bank of Petersburgh, Virginia... 126, 000
The Boone County National Bank of Columbia, Missouri ... 160, 000
The First National Bank of Boscobel, Wiseousin .......... 50, 000
The First National Bank of Seneca, Illinois ............... 50, 000
The State National Bank ot New Orleans, Louisiana. .-.... 500, 0060
The Gallatin National Bank of Shawneetown, Illinois...... 250, 000
The Tirst National Banlk of Osceola, Jowa. . ... ... ... 50, 000
The National Bank of Jeiferson, Texas ................... 100, 000
The New Orleans National Bank, Lowsiana ... ... ..... 200, 000
The FFarmers and Merchanty’ National Bank of Vandalia,

Hnois . oo i, 160, 060
The Citizens’ \Tationz‘l Bank of Tlint, Michigan............ 50, 006
The Merchants and Farwmery’ National Bank of Charlotte,

North Carolina... ..... . .. o s 150, 000
The Winona Depom; atwnal Bank, Minnesota,........... 100, 000
The Lumbermen’s National Bank of Stillwater, Minnesota. . 50,000
The Bellefontaine National Bank, Ohio ... ... ... .. ...... 100, 000
The First National Bank of Kewanee, Hlinois ............. 75, 000
The First National Bauk of Sigourney, Iowa.............. 50, 000
The Union National Bank of Oshkosh, Wisconsin.......... 100, 600
The Merchants’ National Bank of Dayton, Ohio........... 200, 000
The I'irst National Bank of ¢, Clair, Michigan....._....... 100, 000
The Madison® National Bank of Richmond, Kentucky ...... 200, 000
The Farmers’ National Bank of Bushnell, Illinois....... ... 50, 000
The Union National Bank of Aurora, Illinois.............. 125, 000
The First National Bank of Kankakee, Ilinois ........ S 50, 000
The Pirst National Bank of Saint Peter, Minnesota........ 50, 000
The First National Bank of Charleston, West Virginia..... 78, 000
The Union National Bank of New ()llean Louisiana . ..... 600, 000
The First National Bank of Lincoln, N ebraska . .......... 50, 000
The I'irst National Bank of Albia, Iowa ............. ... 50, 000
The TFirst National Bank of Cheyenne, \Vyommg Territory.. 100, 000
The Commercial National Bank of Dubuque, Towa......... 100, 000
The Manufacturers’ National Bank of Racine, Wisconsin... 100, 000
The First National Bank of Paris, Missouri . ............. 100, 000
The National Bank of Cliester, South Carolina ............ 50, 000
The Farmers’ National Bank of Keithsburgh, Illinois....... 50, 000
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Capital.

The Exchange National Buauk of Polo, linois. ..o o000, £60, 000
The First National Bank of Harrodsburgh, Kentucky... ... 106. 000
The First National Bank of Lewistown, Illinois. ... ... .. 30, 000
The TFirst National Bank ot Jefferson City, Misgonri ... ... 73, 000
The First National Banlt of Charles City, Towa . ... ... ... 30, 000
The First National Bank of Indianola, Towa . ... .. ... " 50, 000
The First National Bank of Cassopolis, Michigan......._.. 50, 000
The First National Bank of Anamosa, Iowa._......... ... 350, 000
The Tirst National Bank of Montgomery, Alabama. ... .. .. 100, 000
Tle First National Bank of Llkader, Towa............. ... 50, 000
The Rockford National Bank, Illinois.. ... ... ... ...... 100, 000
The National Commercial Bank of Mobile, Alabama....... 208, 000
The National Bank of Commerce of Green Bay, Wisconsin. 100, 000
The Manufacturers’ National Bank of Appleu)n Wisconsiil. 50, 000
The People’s National Bank of Winchester, Hlinois. . . ... . .. 75, 000
The Gainesville National Bank, Alabama ....... .. ... ... 100, 000
The First National Bank of South Haven, Michigan....... 50, 600
The Farmers’ National Bank of Salem, Virginia..._......, 50, 000
The New Orleans National Banking J\bSOClatIOIl Louisiana. 600, 000
The Union City National Bank, Michigau ................. 50, 000
The First National Bank of Olathe, Kansas .............. 50, 000
The First National Bank of Allegan, Michigan..... ... ... 50, 000
The First National Bank of 8t. Anthony, Minnesota....... 50, 009
The First Naticnal Bank of Nicholasville, Kentneky....... 65, 000
The Northern National Bank of Big Rapids, Michigan...... 75, 000
The First National Bank of Pueblo, Colorado Territory. . ... 75, 600
The National Bank of Frauklin, Tennessee.... ... ... ... 60, 000
The Commercial National Bank of Versailles, Kentucky.... 100,000
The Ifirst National Bank of Atlantie, Iowa. .. ... ... ... ... 50, 000
The Livingston County National Bank of Pontiae, Illinois. . 50, 600
The First \Ta‘rlonal Bank of Baxter Springs, Kansas....... 50, 000
The First National Bank of La Grange, Missouri ........ .. 50, 000
The First National Bank of Wyandott, Kansas............ 50, 000
The First National Bank of Greenville, Illinois.. ......... 100, 000
The Second National Bank of Winona, Minnesota......... 100, 000
The Bates County National Bauk of Butler, Missouri. ... .. 50, 000
The National Bank of Newberry, South Carolina.......... 50, 000
The Cook County National Bank of Chicago, Illinois....... 300, 000
The First National Bank of Brownville, Nebraska......... 100, 000
The German National Bank of Covington, Kentucky-....... 250, 000
The National Bank of Spartanburgh, South Carolina....... 60, 000
The First National Bank of Grand Haven, Michigan.__..... 100, 000
The TFirst National Bank of Mason City, Illinois........... 50,000
The Second National Bank of Charleston, Illinois. ......... 100, 000
The First National Bank of Marseilles, Illinois...... ...... 50, 000
The First National Bank of Tuskaloosa, Alabama.......... 50, 660
The First National Bank of Frankfort, Indiana............ 100, 600
The Nebraska City National Bank, Nebraska....... ... ... 100, 600
The First National Bank of Warrensburgh, Missoari.... ... 50, 000
The First National Bank of Port Huron, Michigan....... .. 100, GO0
The Valley National Bank of St. Louis, Missouri ......... 250, 0600
The Covington City National Bank, Ku)lub.\\ ............. 300, 000
The National Exc hanoe Bank of Augusta, 1eorgia ........ . 250, 660
The First National Bank of Newnan, Georgia............. 1"~ 600
The Mills County National Bank of Glenweood, fowa. ... ... 6.3, GO0
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The Citizens’ National Bank of Faribault, Minnesota....... 30, 000
The First National Bank of Paola, Kansas................ 50, 000
The National Bank of Rolla, Missouri ..... ......... .... 100, 000
The First National Bank of St. Joseph, Michigan.......... 50, 000
The National Bank of Illinois, at Chicago, Illinois.......... 500, 000
The First National Bank of Jefferson, at Charlestown, West

Virginia ... ... oo 50, 000
The Rush County National Bank of Rushville, Indiana..... 100, 0600
The First National Bank of Marengo, Illinois ............. 50, 000
The Knoxville National Bank, Iowa ................... ... 100, 000
The Union National Bank of Macomb, Hlinois............. 60, 000
The First National Bank of Vincennes, Indiana.......... . 100,000
The First National Bank of Webster City, Iowa.. ........ 50, 600
The First National Bank of Paxton, Illinois............... 50, 000
The First National Bank of Knobnoster, Missouri ......... 50, 000
The Meridian National Bank of Indianapolis, Indiana...... £00, 000
The Citizens’ National Bank of Peru, Indiana............. 100, 000
The Tirst National Bank of Tama City, Iowa......_......_. 50, 000
The Dixon National Bank, Illinois................ e 100, 000
The Will County National Bank of Joliet, Illinois.......... 100, 600
The National Bank of Piedmont, West Virginia........... 50, 000
The Wellsburgh National Bank, West Virginia............ 100, 000
The Citizens’ National Bank of Niles, Michigan............ 50, 000

The aggregate capital of the bauks named is $15,996,000, and is dis-
tributed among the several States as follows:

Capital.
Alabama,5banks........o e $558, 000
Colorado, 1 bank.................. .. eeaieae. 50, 000
California, (gold,) 1 bank ........... ... .. ... il 1, 000, 000
Georgia, 2banks........ ... il wee. 375,000
1llinois, 27 banks ... .o i 2, 995, 000
Towa, 16 banks ....... ... ..l 1, 015, 000
Indiana, 6 banks...............o L ialliilL, 700, 000
Kansas,6banks ...... ... ... ..l 350, 000
Kentucky, 9banks.......... .. il 1, 325, 000
Louisiana, 5 banks........... . ... ..ol 2, 100, 000
Missouri, 11 banks... ... i 1, 025, 000
Minnesota, Vbanks ........... .l 480, 000
Michigan, 17banks...... ... ... .. ... . ..l 1,155, 000
Nebraska, 3banks ....... ... ... ... il 250, 000
North Carolina, 3 banks.............. ... ... .. ... ... 300, 000
New Mexico, 1 bank... ... ... . ... ... .. i iieiiin... 150, 000
Ohio, 2 banks........... .o . 300,000
South Carolina, 4 banks ............ ... ...l 260, 000
Tennessee, 2 banks. ... ... ... oLl 160, 000
Texas, 1bank ... ... o 100, 000
Virginia, 5banks ... oL 520, 000
West Virginia, 3banks..... ... .. . ... ... e 278, 000
Wyoming Territory, 1 bank..... ... .. .. .... ... ..., 100, 000
Wisconsin, 6 banks...... ... ... ..l 450, 000

The total amount of currency issned under the act of July 12, 1870,
to October 1, 1871, is $22,333,990, some $20,000,000 of which has been
furnished to new banks, and the remainder to existing banks which had
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not received their full quota, or which had increased their capital to
meet the growing demands of business.

The condition of the Southern States since the passage of the act has
been such as to preclude the possibility of their taking any considerable
portion of the circulation provided, and consequently the number of
banks organized in the South is small. This fact made it possible, after
the expiration of the year specified in section one of the act of July 12
1870, to organize additional banks in the Western States, and accord-
mgly nearly all of the really meritorious applications in those States

were granted. 1estimate that the Western and Northwestern States can
be fully supplied and still leave from $20,000,000 to $25,000,000 for the
Southern States when they are in condition to take it.

In New Orleans a disposition has been manifested to adopt the
national banking system generally, and while but two new banks have
been organized there, three of the old banks have reorganized as
national banks, and it is understood that several others are contemplat-
ing a similar change. One obstacle in the way of such changes is the
limitation fixed by the act to the amount of circulation that can be fur-
nished to any one bank, to wit, $500,000. Quite a number of the New
Orleans State banks employ ‘L very much larger capital, and could
advantageously employ a much larger circulation. The proprlety of
removing this restriction in certain cases is respectfully suggested.

Since my last report but one bank has been established on a gold
basis—the First National Gold Bank of San Francisco—with a capital
of $1,000,000. It is presumed that the success of this institution is not
so flattering as to induce the organization of others of a similar charac-
ter, though, in view of the obstacles and the opposition which it meets,
it holds its own and is gradually winning its way into public confidence.

The tenacity with which the Pacific States adhere to a gold currency
is quite notable. Whether it is equally praiseworthy, is another thing.
It is not clear that those States derive any substantial benefit from the
course they have pursued, and it is beginning to be manifest that the
United States are not at all benefited by it. The substitution of a paper
currency in California and the other gold-producing States for their
present hard money would probably set free for the use of the Govern-
ment and the whole country some thirty or forty millions of gold, and
at the same time provide those communities with a more economlca]
active, and accommodating circulating medinm.

I recommend that provision be made for the establishment of national
banks in California and the other Pacific States upon a legal-tender
basis, and that the law be so modified as to enable them to cope suc-
cessfully with other banking institutions at present doing business in
those States. _

There is nothing especial to note in the history or management of the
banks during the year. A few cases of dishonesty have occurred, but
none of any magnitade. The examinations made under the provisions
of section 54 of the currency act have been instrumental in developing
irregular and dishonest practices in time to prevent loss to the bank in
quite a number of cases, and there is no doubt of their efficacy in secur-
ing judicious management and general compliance with all the import-
ant requirements of the act.

Occasional complaint is made that national banks are in the habit of
charging higher rates of interest than the laws of the several States
authorize, but as the law itself provides a remedy or a penalty for usury,
and places it at the disposal of the complainant, I have not felt
aalled upon to take any official action on the subject. While nothing
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will justify a bank for violating any provision of law, I desire, neverthe-
less, to call the attention of Congress again to the very high rates of
taxation that are imposed on national banks in most of the States. It
is asserted by bank officers, and admitted to be true, that local taxation
is so high in some of the States as to make it impossible to lend money
at legal rates without loss to the bank. It is probably true that, in some
instances, the object of the legislature in imposing these burdens is a
hostile one, intended to drive national banks out of existence, while, in
other cases, onerous taxes are imposed under the impression that the
banks are making enormouns profits, and can afford to divide them with
the State. I am of opinion that the public good would justify some
limitation to the power of the States to tax the shares of national banks.

The average tax paid to the United States is 23 per cent. on the cap-
ital of the banks, and it seews to me that the equivalent of this tax ought
to be sufficient for the States in which the banks are located.

I recommend that the Comptroller of the Currency be clothed with
power to act in cases where the capital of a bank has been seriously
impaired by losses or otherwise, either by requiring the capital to be
made whole by assessment of the shareholders, or by requiring the
bank to wind up its affairs within a reasonable time if its capital is not
made good. Also to wind up the affairs of any bank which is not
engaged in the transaction of a legitimate and reputable business, or
which has obtained an organization through false or frandulent repre-
sentations.

I think it would have a tendency to check the circulation of counter- -
teit notes, if national banks were required to stamp all such notes, when
presented at the counter of the bank, with the word ¢ counterfeit,” and
I suggest the expediency of legislative provision for that purpose.

The circulation furnished to national banks has now been outstanding
for an average period of about five years, and it is being returned in
constantly increasing amounts for new notes. Since the organization of
the Bureau to September 30, the total amount returned for destruction
is $54,546,345, of which $23,948,827 were returned during the last year.
The handling of these notes involves much care and labor, and requires
an addition to the present available force of the office.

Carefully prepared tables will be found in the appendix, as follows:

Ist. The number of banks, amount of capital, bonds, and circulation
in each State and Territory.

2d. The number and amount of each denomination of bank-notesissued,
redeemed, and outstanding.

3d. The number and amount of each denomination of gold bank-notes
issued and outstanding.

4th. Statement of amount and different - kinds of bonds held to secure
circulation.

5th. Banks in the hands of receivers.

6th. National banks in liquidation which have deposited lawful money
to redeem their circulation, and taken up their bonds.

7th. National banks in liquidation for the purpose of cousolidating
with other banks. ‘

8th. Reserve tables.
lé‘l;th. List of clerks employed during the fiscal year ending June 30,

1.
10th. Expenditures for the fiscal year ending June 30, 1871,
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SPECIE PAYMENTS.

The time when, and the means by which, specie payments may be
resumed have for some years been the subject of mueh anxious con-
sideration and of earnest public discussion. The problem is one of
general and pervading interest, closely connected with the public
welfare, and, like all questions of public importance, has called forth a
great variety of opinions. 'Writers who have made a study of this and
kindred branches of political economy, with few exceptions, agree that
when in time of snspension of specie payments there has been a very
considerable increase of paper money, there must be a corresponding
decrease before specie payments can be safely resumed.

Assuming the paper currency to be redundant, or in excess of the
normal demands of trade, the excess must be retired in order to bring
the currency up to a specie standard. This redundancy has been
attribnted to the currency of the United States by a majority of those
who have written and spoken on the subject since the year 1864, and
the remedy prescribed has been ¢ contraction.” »

So prevalent was this view of the case at one time that, in 1866, Con-
gress, in obedience to what was regarded as a sound and correct prin-
ciple of political economy, provided by law for a gradual withdrawal
and cancellation of United States notes to the extent of four millions a
month; but, owing to the funding operations of the Treasury, this pro-
vision was not carried into effeet until the latter part of the year 1367,
when the process of contraction was commenced. Just at this time,
also, commenced a stringency in the money market, which increased in
severity as contraction went on. To the people the stringency seemed
to be produced by the contraction, though it is now evident that other
causes conspired to aid in producing the result, The hard times, how-
ever, were generally attributed to the depletion of the money markets
by the actual withdrawal of ten millions of currency in six months, and
its continned reduction at the rate of foar millions per month there-
after,

This opinion had all the force of conviction in the public mind, and
fonnd its appropriate expression in an act of Congress, which became a
law, in February, 1868, prohibiting any further reduction of the cur-
rency, and so the matter now stauds. If there is a superabundance of
curreuncy, which must be retired lbefore a specie basis can be reached,
the first step voward specie payments must be the repeal of the act of
February, 1868. It public sentiment will not permit or sanction such
action by Congress, it will be because the people do mot wish for
resumption at the expense of contraction. If this is the only road to
specie payments, it remains closed by the mandate of the people.

In direct antagonism to the demand for specie payments at all haz.-
ards, and without regard to consequences, is the doctrine of a currency
permanently divorced from a specie basis. It is argued, and with some.
degree of plausibility, that the convertibility of paper money into coin
on demand, has always been an unsound element of currency, because
it has never béen practicable when actually required. Under any sys-
tem of currency of which credit forms a part, convertibility is but little
more than a name, satisfactory enough as long as the times are easy
and confidence prevails, but exceedingly dangerous and mischievous
when the money market is deranged, and distrust has taken the place
of confidence. The conversion of paper is seldom demanded in any con-
sidevable amounts until eredit is wavering, and eversthing iz looked
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upon with suspicion. Then, the demand is not limited to the 25 or 30
per cent. which the banks may have in reserve. Loss of confidence, and
the knowledge that provision for payment is only partial, are precur-
sors of panics, suspensions, failures, and all the disasters incident to such
a state of affairs. It is a maxim in military science that a line of for-
tifications is just as strong as the weakest place in it, and no stronger.
So, in finance, & system is never safe that is Vulnerable at any pomt or
under any circamstances. IPanicsare the weak places in all theories or
yystems of convertible cwrrencies, of whicli credit-forms a constituent
element.

Absolute convertibility can be secured ouly by locking up the specie ;
and for each dollar under lock and key, issuing a paper promise to pay
a dollar on demand. In this case the note is only the title to the thing,
and there shiould not be more titles than there are things; in other words,
there must not be more paper dollars than there are specie dollars. The
convertibility hobby has been ridden to death. The uniform failure
of all attempts to secure it should admonish bankers and financiers
that there may be such a thing as progress and improvement even in
banking and currency. The Baunk of England may be regarded as fur-
nishing the conditions most favorable to the convertibility theory, yet
in every time of real nced its charter has been disregarded, and the
bank has been obliged to suspend. The history of the banks in the
United States is but a series ot suspensions, oceurring as often as con-
version was demanded.

Ultimate solvency is of far greater importance to the community than
convertibility, and the liberal and judieious use of credit is of far more
value in the comwmercial world than the instant command of gold and
silver. Credit is the great element of modern progress. Notwithstand-
ing the abuses to which it has been subjected, it has rejuvenated the
world. The prosperity of the United States is, in great measure, due to
this life-giving power. Currency based on actual deposits of coin would
have given no opportunity for enterprise, no room for growth. Hetero-
geneous as the currency of this country has been, false and delusive as
its promises have proved, yet the element of credit which has entered
so largely into its composition has proved an inestimable benefit. Specie
has not been at the bottom of this prosperity, for we have had but little
of it, comparatively, and whenever the demand has been made for the
redemption of currency, the banks have been obliged to suspend. We
owe our welfare and progress to the liberal, and not always judicious,
use of credit, more than to anything else. And particularly is this true
of the last six or eight years. Dauring that period we have had a cur-
rency based exclusively upon credit. It has held out no false promise ;
and, as a consequence, we have been exempt from all currency panics
or disturbances.

Those who favor the views herein expressed, maintain and believe
that our currency system, as at present established, is the best and safest
we have ever had. They believe that the premium on gold may be grad-
ually reduced in the next few years, as it has been in the past, until it
shall become practicable to obtain coin for paper, in such reasonable
amounts as may be required in trade by exchange at rates merely nom-
inal. They make a distinction between ¢ convertibility by redemption,”
which is the generally accepted idea, and convertibility by exchange,
whizh is their idea. This, they aflirm, would bring all the benefits of
resumption, without auny of its attendant dangers. The plan involves
the recognition of bullion dealers, who shail be entitled to regular
and legitimate commissions, premiums, or profits. The assent of the
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public to this proposition relieves the banks and the Government
from. the necessity and the burden of furnishing coin for nothing. Trade
would soon adapt itself to this basis, would calculate and allow these
premiums or commissions, and would take out of our system a danger-
ous, unnecessary, and delusive element.

A theory which has found much favor in the last few years, is embodied
in the proposition that ¢ the currency should be maintained at its present
volume uutil the industrial and commereial interests of the country shall
recover from the effects of the war, and until the natural growth in pop-
ulation and wealth, the revival of enterprise, the increased facilities of
trade, and the expansion of our borders, shall create a legitimate use for
the whole amount of currency now outstanding.” Just how long this
will take has not been stated, and probably is not suseeptible of demon-
stration ; but the idea is a plausible one, and commends itself to popnlar
favor, as affording an easy and gradual transition to specie payments
without any of the inconveniences and hardships associated in the public
mind with contraction.

The fundamental idea underlying this theory is that the conditions
necessary to growth exist already. It presupposes that the country may
prosper; that trade, industry, and enterprise may flourish; that labor
may have a bountiful reward; that individuals and communities may
grow rich and increase in wealth and substance, notwithstanding a
superabundant, irredeemable, depreciated currency. If this assumption
is correct, it is hardly necessary to look forward to the time when nat-
ural growth shall absorb the surplus currency, and specie payments
shall come in the course of nature.

If the currency, in its present condition, is so far conducive to pros-

perity as to make it probable that, at no distant day, the country will
actually need all the paper currency now in circulation, the inference
would go far toward destroying the force of the usual arguments in favor
of early resumption, as it would establish the fact that specie payments
are not essential to the growth and prosperity of the country. If the
assumption is not correct, the whole proposition fails ; for without growth
and increase in resources and trade, the currency would forever remain
In excess.
"~ Granting, bowever, that the business of the country is likely to attain
such dimensions as to require the entire present volume of currency for
its accommodation, there is another aspect of the case to be considered.
‘When the point is reached at which the currency ceases to be redundant,
the supposition is that it will rapidly appreciate to par with gold, and
that gold will then resume its functions as currency. When this takes
place, one of two things is likely to occur: There must be a very con-
siderable inflation, in consequence of the addition of gold and silver to
the currency, or there must be a reduction in the volume of paper
money. In other words, if there shall not be inflation, there must be
contraction ; but it will be contraction as a consequence, not as a cause;
contraction brought about by natural and self-acting causes, not by act
of Congress, nor by the exercise of arbitrary power in any quarter. This
would be a legitimate result, and, if it shonld take place, would not be
liable to the same objections that are urged against coutraction now.

But whether the coin shall be added to the paper, and so swell the
volume of currency and produce inflation, or whether a proportion of
the paper shall be retired, as the coin comes forth to take its place as a
eonstituent part of the eurrency, the probabilities seem to be that, with
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a wise administration of the finances, paper anid specie will gradually
and surely, thongh perhaps slowly, approximate to an equality in valuoe,

If it were possible, in eonsidering the practicability of resumption, to
distinguish between circulation and deposits, making the former paya-
ble in specie, while the latter should be payable in kind, much of the
difficulty and danger attendant on a return to specie payments would
be removed.

Although the legal obligation to pay coin or lawful money for deposits,
in the absence of any stipulation on the subject, is not disputed, yet it
is probable that the banks, by concerted action; would have no diffi-
culty in arranging with their customers to receive for their deposits the
same kind of money deposited. This understanding is quite general
between the banks and their customers, outside of two or three of the
large eastern cities. If the banks in those cities would agree to setfle
their balances, through their clearing houses, in current funds, much of
the difficulty of making deposits likewise payable in current funds would
be obviated. Ordinarily those very banks pay all deposits in miscel-
laneous funds, and the obligation to pay specie or lawful money only
recurs o plague them when they are least able to mneet the demand.

1t would be practicable to place the currency on a specie basis long
before it would be possible to place the entire demand liabilitics of the
banks on a similar footing. In New York, provision could easily be
made for thirty-four millions of bank notes; but, according to estab-
lished usage there, specie payments would involve provision for over
$200,000,000 deposits. 1t is this practice which renders the finances of
the country so unsteady and unreliable, to wit, the false principles whieh
underlie the financial management of the great centers of money and
trade.

It New York cannot maintain specie payments according to her own
standard, they caunot be maintained successfully elsewhere for any
length of time under any circumstances, and hence it is a matter of vital
importance to the country at large to serutinize carefully, not only the
grounds upon which this assumed obligation is based, but also the ability
of the parties to carry it into practical effect. During the last five
years there have been no apprehensions in any guarter of a currency
panic. That element of disaster has happily been wanting in the dis-
turbances which have characterized the money market from time to
time ; and yet it is an admitted fact that we have more than once been
upon the verge of a panic which thireatened the most disastrous conse-
quences. 'There have been not less than three occasions during the last
tive years in which, if the New York banks had been paying specie,
according to their interpretation of specie payments, they would have
been obliged to suspend from inability to pay, not their circulating notes,
but their deposits; aud this at a time when specie payments, if they
had prevailed throughout the country, could have been maintained at
every other point, as far as the currency was concerned.

To the people the establishment of the eurrency on a sound and sol-
vent basis is the one important thing, It makes butlittle difference to
them whether depositors in the large cities are entitled to receive specie
for deposits made in currency. This is not a vital point in publie esti-
mation, and it may safely be left to private contract, as many other
equally important questions are. The ingquiry reeurs, then, conceding
the desirability of resuming specie payments, must all etforts in that
direction be retarded and imperiled by the nndertaking ot a few banks,
few in number, Lut powertul by virtue of their central positien, to place
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deposits upon the same basis? I any substantial interest were sacri-
ficed, or any valuable principle violated, by the abandoument of this
dorrma there might be some reason for ml;mﬂ the risk ; but if deposits
could be made payablc in kind, that i, in current 1lllldb, lawful money,
or gold, as the case might be, the depositor could have no just ground
of complaint, while oue great obstacle to the resumption and mainte-
nance of speeie payviments would be removed,

In the solution of these questions lies one of the most important
problems of the day; bat, in view of the various theories advanced, it
seems probable that the trae solution will come only with time.

The doctrine of contraction as a means to an end for the purpose of
lhastening a letm‘n to specie payments, has been condemned by the
people. It Lias heen tvied and rejected, and may be eonsidered as aban-
doned.

The proposition to wait until the business of the country ghall expand
to such an extent as to require the whole vohune of paper money in
cireulation, involves no immediate action, meets the views of the publie
more f{ully ﬂldil any other plan, and is prebably safer than any scheme
which requires legislative interference.

It is also very evident that the nndertaking, heretofore considered, to

piace the entire currency debt of the country on o specie basis, by the
payment of deposits in coin, would be an unwise and mibchinvous thing,
a vain and fatile altempt, which wonld lead to panics and failures i in
the future as in the past. If specie payvments ave to bg resnmed, leg
the effort be concentrated upon the enrrency, and leave deposits aud all
other currency debts to be adjusted by private contract. As the first
step in this dlrectwn, thie associated banks in all cities should be
required to settle Lalanees, through their clearing-houses, in current
funds.

The diserediting of natioval-hank currency, whicl is the consequence
of their present regulations in this respect, is unwise and injurious,
aud creates a distinetion between bank currency and lawful money
which is unnecessary and which cught not to exist.

It wonld be a wise measure to prov ‘ide for the extension of the national
banking system wherever capital and trade may invite, withdrawing, if
it should seemn desirable, United States notes, as fast as bank-notes are
issued.

A well-managed national bauk, with a bona jfide paid-up capital, is
not a dangerous institution in any community. A deliberate, legiti-
mate investment of capital in banking by men who, in a majority of
cases, have had the sagacity, the enterprise, and the prudence to make
their own money, men who are usunally the most reliable members of
society, can hardly be considered unwise, certainly not injurious to the
iuterests of the people in whose midst it is made.

A national bank affords a safe place for the deposit of all the little
hoards and savings which otherwise would Le unemployed. It aggre-
gates these into a fund which becownes useful and powerful in stimula-
ting trade and enterprise.

There iz reason to believe that the mnational banks organized
during the last year in places previously without banking facilities
have had no little instrumentality in helping to bear the strain that
conies with every autwmn. They have paid out in their several local-
ities the currency furnished to them, while they have called out and
utilized for the public good large sums of money previously distributed
amoug and held by the people in small amounts; and in this they have
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contributed to the annual supply of money required in the West, and
which otherwise would have been drawn from the eastern cities.

I therefore do not hesitate to recommend that provision be made for
the organization of national barks wherever they may be needed.

If, with each million ot bank-notes issued, a million of legal-tenders:.
is withdrawn, the time will come when the circulation to be redeemed
will be so much larger in proportion than the funds for its redemption,
that the latter must appreciate in value, while the enhanced cost of'
redemption will be a wholesome check upon bank issues.

If free banking is made practicable upon the basis suggested, any
further increase or inflation of the currency will be rendered impossible,
and every hundred thousand dollars of bank-notes so issued will have
a tendency to accelerate the resumption of specie payments, while, at
the same time, it will nake the process gradual, and throw the responsi-
bility and the burden upon the banks and the capital of the countrys
where they legitimately belong. These are agencies which can tell
with unerring certainty when and how to act, and the precise moment
when it will be safe and wise to re-establish the business and finance,
of the country on a specie basis.

Respectfully submitted.

HILAND R. HULBURD,
Comptroller of the Currency.
Hon. GEo. S. BOUTWELL,
Secretary of the Treasury.
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TREASURY DEPARTMENT,
OFFICE OF THE COMPTROLLER OF THE CURRE‘ICY
Washington, November 20, 1872

SIr: I have the honor to submit for the consideration of Congress the
following report :

The national currency act provides that it shall be the duty of the
Comptroller of the Currency to report annually to Congress a summary
of the state and condition of all the national banks, exhibiting their re-
sources and liabilities, as 1'eturued in different reports dumno the pre-
ceding year; that he shall suggest amendments to the act by which the
8y stem may be improved, and present such other information with
reference to the affairs of the national banks as may, in his judgment, be
useful. The act also provides that the circulation shall be apportioned
to associations in the States and Territories upon the basis of popula-
tion, resources, business, and bank ecapital, and that a new apportion-
ment of circulation not issued shall be made as soou as practicable,
based upon the census of 1870.

The national curreney act became a law on the 25th of February, 1863,
and nearly ten years have therefore elapsed since the organization of
the system. During this period the agricultural p1oducts, the manu-
factures, and the internal commerce of the country have increased be-
yond any former precedent; and notwithstanding the enormous waste
of a protracted war, the reduction of nearly two thousand millions of
dollars in the valuation of property by the abolition of slavery, (more
than compensated, it is true, by the conversion of slaves to freemen,) and
the collection of ﬁwe thousand millions of dollars of taxes* imposed by the
National and State Governments, the census returns of 1370 show an
increase of population for the ten years previous of more than seven
millions of persons, and an increase in the total wealth of the Union, of
nearly fourteen thousand millions of dollars.

Since the organization of the national banking system, two thousand
and sixty-one national banks have been org anued tweuty -one of these
have failed, and ninety-six gone into voluutdry llqul(htloll by a vote of
two-thirds of the shareholders, under section 42 of the act, leaving nine-
teen hundred and forty-four banks in existence on November 1, 1872,

*The amount of national taxation, from 1863 to 1872 m(,lu%ne is shown by the
official returns to be as follows: From customs, ¥1,573, 4()() 603 3 from internal revenue,
$1,740,184,621 ; direet taxes, $12,609,598.

The taxation mot mational, for the year 1370, is stated in the census returus at
$281,180,312.  Assuming that the taxation “not national” was the same amount an-
nuall\* for the decade, the total taxation collected would be $6,13%,147,947.
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The following table* will exhibit the progress of the system from

October, 1863, to October, 1872:

‘October, 1263,

RESOURCES,

i 66 hunks, 503 banks.

Loans and discomnts. ... ... .. tORb 4(,(‘ 083
Tnited States bonds
Due from banks and hanke
Bills of national banks ....
iSpecie
Lawfal moncy

$02, 238, 657
108, 064, 496
34,017,116
4, 67, V27

44, 201, 197

LIABILITIES,

Japital stock... .. ... ... a6, e &
sSarplus ...l 1 2, 010, 256
National bank-notes outstand P b 45,260, 504
Deposits. ..ol =, 407, 68 192, 166, 536
Duoe to banks and bankers. ... 951,158 | 34, 862, 384

October, =63,
RESOULRUES,

1644 banks.,

i
|
1 1617 hanks.
|

Loans and discounts........... &657, GGR, 817 | $632, 833,106
United States Londs... 414, 664, #00 | 384, 088, 050
Due from banks and bankers... 110,127,370 | 100, 853, 544
Bills of national banks .. o 11, 842,004 10, 776, 023
Specie .ol . 11,749, 412 @3, 0022, 406
Lawful money................ 120, 564, 295

156, 047, 205
!
LIABILITIES,

4236, 399, 151

86, 165, 334
203, 593, 645
533, 029, 401
118, 917, 264

’0 (IZH Sl
A

6 .s' 084, 550
124, 135, 226

Deposits................ e
Due to banks and bankers.....

f

*The tables of which theso
this report.

October, 1569,

b #1457, 150, 136
427,731, 300
107, 372, 212
16, 247, 241
18,072, 012
1=, 9=, 406

48, 718, 390
171, 391, 903
549, 081, 254
174, 199, 993

|
- October, 187

' 1615 banks.

393, 157, 206

1 Octoher, 18711

;()ctnlwr, 1261 October, 1565, \()('tobu 1266,! Octobm 1861,

%603, 247, 503
496, 657, 350 |
119, 734, 408

17, 437, 699
9, 920, 433
@05, 710, 611

15,278,969
53, 359,977 |
280, 199, 558 |
507, 960, 993
137, 483, 456

1767 banks.

i

[ 1313 banks. ‘ 1644 bauks. | 1642 banks.
;

|
!

!

|

| i

i

|

i

2609, 675, 214
418, 963, 050
103, 618, 336

11, 841,104
12, 798, 044
157, 439, 099

420,073, 415

66, 695, 557
203, £87, 941
568, 212, 337
112, 756, 181

October, 1872,

1919 banks.

$715, 923, 080
IR, 562, 750
109, 426, 971

12, 512, 937
18, 460, 011
122, 669, 577

£330, 309, 301
4, 061, 439
291, 798, 640
512, 765, 708
130, 042, 203

#8331, 552, 210
410, 316, 050
143, 176, 640

14, 197, 633
13,252 998
134, 430, 735

438, 235, 696
101, 112, 671
315, 519, 117
626, 774, 021
171, 942, 684

2872, 520,104
409, 668, 700
128. 180, 542

15, 7134, 098
10, 229, 756
118,971,104

479, 629, 144
110, 257, 516,
333, 495, 027
625, 708, 307
143, 836, 431

values ave an .|lwtr:tct are found in full on pages ¢

2-9 of the appendix to

+ During the years 1263 and 1364 the items of speeie and other law ftd money were not separated in the

bank reports.

+ The whole amount of circulation issued and unredeced on November L, 1872, including cirenlatiom
of banks which have ceased to do Dbusiness, was $342,593,470.

DIST

The act of June 3,
three hundred millions of dollars.

RIBTUTION O TUE CURRENCY.

1364, limited the issue of notes of cireunlation to
The act ot March 3, 1865, provided

that one-half of this amount shall be apportioned according to “the
representative population,” and the remainder among assocmtlons
formed in the difterent States, Distriet of Colnmbia, and Territories,
“having dae regard to the cexisting banking capital resources and busi-

ness of each State, District, and Territory.

»

The threc hundred millions

of circulation authorized were not, however, distributed in aceordance

with the aet of March 3, 1865, already quoted.

At the date of the pas-

sage of that act, ouly about ninety-nine millions of dollars had been
issued, but contempm ary with its passage, an amendment to the internal-

revenue law (act of June 350,
national banking
shall pay

1861) was passed, providing ¢ that every
association, State bank, or State bankin

2 association,
a tax of ten per centum on the amount of notes of any State

banlk, or State banking association, paid out by themn after the 1st day

of July, 1866.”
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already organized, applying for authority to become national banks
before the 1st day of July following, should receive such authority in
preference to new associations applying for the same. Under this pro-
vision the State associations, wlose circulation had becu taxed out of
existence, generally applied for authority to re-organize as national
banks, and the result was that the banks in the _lmster and Middle
States obtained a large excess of the auount to which they were entitled
in the apportionment.

To remedy this inequality, the aet of July 12, 1870, was passed, pro-
viding for an additional issuc of circulating notes, amounting to fifty-fonr
millions of dollars, to be distributed among those States having less
than their proportion, and requiring the cancellation monthly of three
per cent. certificates,* not less than the amount of circulation issued,
and a new apportionment of the increased circulation as soon as prac-
ticable, based upon the census of 1870.

This additional circulation has been distributed to associations already
organized, or in process of organization. in the following States and Ter-
ritories:

. s . 2% =
= = =33 2E
.3 2.3 PE- 3
£Z <E <=3 .
States and Lerritories. =5 o = 27T
~ =2° Sm iy BN
= = =D =y
o & Zad zZa853 =5<
\’ & = - 5
District of Columbia ...o..o.oooiiiii i | $544, 500 529,700 i i $574, 200
VLIS < eenvemeee e e e anas 1,607, 520 . 90, 000 $330, 000 | 1, 967, 520"
West Virginia ... ... ... ...l 443,790 19,800 |..coevnnnan... { 463, 590
“North Carolina. ... ............oollll 1, 019, 500 180,000 ..., i 1,208, 500
South Carolina. ... ... ... ..o 1, 544, 760 139, 300 27, 000 2, 031, 060
GRBOLEIR e oo oot 970, 500 18, 000 135, 000 1,123, 500
Alabami. . ..o 793, 180 131, 100 297,000 | 1, 521,280
foowigiana. ... ... ... ..o ii.iiiiilLl. ! 2, 584, 000 535,000 | 180 000 ! 3, 339, 000~
LOXAS e e e e ! 239, 975 90, 000 | 157,500 | 487,475
Avkansas .o ..o..L.iiiiiiieiiaiiia. 7, 500 22,500 ; 45, 000 | 93, 000
Kentucky el 4, 357, 450 :2ed, 500 | 20, 000 3,361, 950
Tennessee _..._ .. ... .......oiiiiiiaiiai.. 1, 620, 930 116,400 | 180, 000 : 1,917, 350
Missouri..... oL 2, 063, 250 614, 400 135,000 | 2, 814, 650
Ohjo. ..o i 4, 268, 730 860, 000 410, 600 | 5, 539, 380
Indiana.. ... e 3, 309, 890 234, 000 459, 000 4, 002, 890
Tllinods. ..ol 6,251,740 ! 1, 493, €00 483, 500 , &, 429, 040
Michigan . ..... .. .. il 2,753, 425 | 949,350 | 135, 000 ! 3, 837, 775
WASCODSIn - oo 766, 900 ! 38, 630 247, 500 ¢ 1, 053, 050
LOWa. o eu ot 2, 140 530 311, 400 405, 000 2, 862, 950
Minmesota ... ... 1, 161 320 284, 000 435,000 ; 1, 880, 320
Kansas .......... . ... .. il l, (l27, 000 | 43, 000 -£30, 000 l 540 000
NebDragloa . . oo e e 538, 500 | .. 43,000
OLBZOML . .ot 13(» 500 §.
Colorado. . | A
Utah.... i 359,
Idaho ... [ LN 24, 500
Momtama. ... ... oLioiiiiiiiia.oioe. A3EDB00 . IRO0O0 ..., 175, 500
Dalkota ... 45, (uw 45, 000
Wyoming. ... ...l 2, =27, 000
New Mexieo. .o e 120, 600 * 90,000 .o iiil. 270, 000
40, B3, 450 461,900 O, 4622, 100 3,017, 450

The census of 1370 does not furnish the banking capital of the country
or sufficient data upon which an estimate can be made of the business
of each State or Territory. If the statistics of the agriculture, the manu-

factures, and the cominerce of every State of the Union were athand it
would be necessary to estimate the proportion to Whldl each bml‘ch of

‘Jhc amount of three per cent. certificates outstanding on ]nl\ i, IH/O, wias

345,545,000,
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industry would be entitled. No satisfactory basis for this purpose can
be obtained, and, after consultation with the Secretary of the Treasury,
it was decided that the distribution of the circulation, one-half upon
population and one-half upon the resources or wealth* of the country,
would comply with both the letter and the spirit of the act more nearly
than any estimate not derived from official data.

* The following table contains an estimate of the ratio of cirenlation to population and wealth in the
United States in 1860 and 1870 ; and a similar estimate for Great Britain and France in 1868:

UNITED STATES, 1860. UNITED STATES, 1870,
TPopulation, (census of 1860)....... 31,443,321 | Population, (census of 1870) ...... 38, 558, 371
‘W calth, (census of 1860) .......... §16, 159, 616, 068 | Wealth, (census of 1870).......... $30, 068, 918, 507
Specie, 1862........... ... ... ) $200, 000, 000 | Legal-tenders authorized......... $356, 000, 000
Bank circualation, 1862 ._.......... 238, 671,218 | National bank notes authorized. .. 354, 000, 000
——ee—— | Fractional currency -............. - 40, 000, 000
438,671,218 | Specie in eirculation.............. 40, 000, 000
) 790, 000, 000
Ratio of circulation to wealth.... 271 percent. | Ratio of circulation to wealth.... 2. 62 per cent.
Circulation per capita............. 13. 95 - Cirendation per eapita............. 20. 48 -
1UNITED KINGDOM--ENGLAND, SCOTLAND, AND IRELAXD. FRAXCE.
Population. (estimated, 1868) ... ... 31,000, 000 | Population (1868) ................. 38, 000, 000
Wealth (1868).................... £40, 000, 000,000 | Wealth (1863) ooovvoevea oo, $40, 000, 000, 000
Spceie (August, 1868) . ......._..... $400, 000, 000 | Specic (October 1, 1868)........... $700, 000, 000
2Bank-notes, 1868 .._...... . ..., 196, 000, 000 | Bank-notes, 1868 ... .. ... ... .. 252, 000, 000
596, 000, 000 952, 000, 000
Ratio of circalation to wealth.... 1,49 per cent. | Ratio of circulation to wealth.... 2.38 per cent.
Circulation percapita............. 10, 43 - Cirenlation per capit............. 25,03 -

! Leone Levi, in his volume * On Taxation,” page 3, estimates the wealth of Great Britain, in 1832,
at six thousand millions of pounds., Paul Boiteau, in his work, ‘ The Wealth and Finances of France,”
estimates the wealth of France, in 1863, at two thousand milliards of francs, or, say, four thousand mil-
lions of dollars. The estimates of the wealth and cirenlation of Great Britain and of the population
and circulation of ¥rance, in 1868, are obtained from H. of 1. Ex. Doc. No. 16, Forticth Congress, third
session, pp. 92-3-6,

*Bank circulation of Great Britain and Ireland, October 1872,

Bank of England, average for four wecks, ending Octoler 30......... ..o i £26, 437, 664
Private banks, average for fonr weeks, ending October 26 ... 2, 8533, 123
Joint stock banks, average for four weeks, ending October 26 2, 500, 815

7 OO 31,792, 202
Seotch banks, average for month of October . . . 5, 472, 134

Irish banks, average for month of Octoher . 7, 593, 84
Total for United Kingdom. .. ...t i eii e ceas £44, 858, 720

The circulation of the Bank of Trance for week ending October 31, was 2, 618, 663, 911 francs.
[London Fconomist, November 9, 1872, pp. 1372 and 1373.]
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The following table will exhibit the amount of eirculation outstanding

and authorized to be issued to each State, and the amount to which
cach State is entitled upon the basis of population and wealth.

States and Territories.

sgate apportivtiment

ized circulation.

] =
& =
e =
-
< =
= <
g
Z oL
B g
= =
= =
£
Z E
= =
- <

I Apportionment on popula-

l |
- ! ! _—
IMAIIG < ee e eanme emee e aaaas I $2,877,818 | %2, 033,200 54 931,018 $7, 612, 792
New Hampshire ........... ceeeeadl 1,461,138 1, 486, 800 9,947, 938 | 4, 550, 875
Vermont. oo neeeaeneaennn- 1,517, 376 1, 320, 600 9, 807, 976 i 6, 642, 170
Massachusetts... ...l G, 689, £89 12, 549, 300 19,239,189 | 58, 506, 686
Rhode Island ... .......... R 997, 147 1, 752 300 2,750, 047 13, 379 900
Conpecticut .............o.iiiiiaiiiaiil. J 2,467,152 4, 566, 600 7,033,752 ! 17 955 858
New York ..ooevvnnoaann... . i 20,118,813 38, "67, 400 58, 386, 213 ! 01 119 54
New Jersey. 4,139, 322 5, 540, 100 9 6‘)‘) 482 | 10, 663, 320
v Pennsgylvan 16,167,317 | 22, 425, 900 39,503,217 | 41,479,049
Delaware . . 573,813 566, 400 1,140,273 1, 299, 005
Maryland . ... 3, .)»4 651 3, 87, 800 ¢ 7,372,451 1 9, 233, 097
District of Columbia. ..o..o.ooi oo, H (04 560 '743 400 . 1, 347, 960 1, 577, 996
Virginia ...... ¢ e e 3,624, 042 2 407,200 | 8 031,242 3, 908, 946
West Virginia. ...l : o 09‘) 041 1, 110 100 ; 3, 144, 1431 2, 393, 907
North Lalolllnn . 1, 918 022 1, .13‘) 900 * 6, 457,922 | 1,733, 420
South Carolina . . 3 "'30 04) ! 1,9 4, 460, 345 2, 315, 580
Georgia ...-.. .. - C 5,435,587 1.3 i 7,010,887 2 282, 301
Floridy - e . 861, 846 ¢ 2635, 300 1,127, 346
Alabama . . i 4, 576,616 | 1,185, 900 | 3,762, 546
MABBISSEPPH -« <« eeveeeeene e .. 3,800,520 | 1,239, 000 3,039, 529
Louisiana ... ...l . 3, 336, 863 | 1, 893, 900 5,230,763 4, 409 824
TLOKAS 2 vamaenneeamamane e e 48,757,640 ¢ 938,100 ' 4, 695,740 849, 290
ATEONSAS ..o - 2,233,036 920, 400 3, 144, 336 304, 50
Kentucky L 6,064,027 3,557,500 1 9,621,727 7,574,333
Tennesse - 5,971,118 ¢ 2, 938, 200 8 71.) 318 3, 094, 851
Ohio ... . e 12,084,726 0 13,151,100 1 25, 8.) 826 2, 063, 947
TRAIADA - oo e e TA4ETL T 460,400 | 15,184,271 14, 988, 360
THROIS < e e 11,659,230 0 12,496,200 | 24,155, 430 18, 175, 352
Michigan ... 5,433, 357 | 4,230, 300 1 ‘! 065, 657 7, 082, 943
Wisconsin e 4, 841, 403 : 4,141, 800 2, 983,203 | 3,283,793
Towa....... e 5,481,081 0 230,300 | o711, 381 5, 798, 367
MENNESOEA oo momeeevammm i eenans 2, 018, 445 1,345,200 | 3, 363, 643 3,407, 470
MESSOUTT -2 veee o veeraeaecaeennns .. 7,901,500 | 7,557,900 | 15, 459, 409 6, 835, 926
KADSAY - e eeenenneeeeaeie e ea e . 1,672,734 | 115100 | 2 787 854 1, 879, 700
Nebraska . feeemsveateieaaos . 564,502 1 407,100 ‘)71 692 796, 400
NOVANA -« vemae e ceeeaaaaannses . 193, 052 177, 000 | 372, 032 34, 363
Oregon ... ....... .. ... .. 417,377 300, 900 i TR, 297 225, 000
California. ... L L 2,571,783 3,752, 400 ° 6,324,383 ... ...
Colorado .. o.o.ovvt ciiiiii .. 182,993 | 123,900 | 300, 893 473, 500
L0571 S 398, 396 | 88, 500 . 486, 886 433, 339
Idaho . . 68, 852 33, 400 104, 252 81, 000
Montana ... eaaiiiias .- 04, 540 88, 500 183, 040 210, 500
Wyoming .. . 41,853 ! 35, 400 77,955 27, 500
New Mexico . i 421,742 | 194, 700 . 616, 442 - 270, 000
Arvigona ... . R 44, 334 17 0o 62,034 © L.
Dakota ..... .. .......... FO 65, 096 35, 400 100, 496 45, 001
Washington Terrvitory................ ... ... : 109, 9G4 88, 500, 192,464 ... ...
Fractional udmetmus alded. ..o [P #

‘r

|
|
i ,
197,000 000 | 177,000,000 | 334,000,000 ; 353, 917, 430

The final dlstubutlon of the ﬁfty iour mllllons W 111 stlll lea\' a defi-
ciency of forty millions in different States of the Union, which will re-
quire to be filled before the proportion among the several States will be
equalized upon the basis of wealth and population. This deficiency
arises from the fact that while fifty-four millions of new circulation were
authorized, there was, at the time of the passage of the act, a deficiency
existing of ninety-four millions of dollars.

Section 6 of the act of July 12, 1870, provides that, after the whole
fitty-four millions of circulation shall have been distributed, twenty-five
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millions additional shall be withdrawn from banking associations organ-
ized in States having an excess, and distributed among States having
less than their proportion, first, by reducing, in snch States, the circula-
tion of all banks having more than one miillion of dollars, to that
amount; and, secondly, by withdrawing from other banks having a cir-
culation excceding $300,000 their cireulation pro rata in excess of that
amount. Under this act it will be the duty of the Comptroller, as soon
as the amount of circulation authorized shall have been issued, to make
requisition npon the banks indicated as preseribed. The twenty-five
millions of circulation would be withdrawn from the following cities and
States: From four banks in the city of New York, $5,018,000; from
thirty-six banks in the city of Doston, %11,403,000; from fifty-three
country banks of Massachusetts, $2,804,000; from fiftecn banks in Con-
nectieut, $2,997,000; from sixteen banks in the c¢ity of Providence,
£2,688,000. This would reduce the circulation of all the banks of Massa-
chusetts, of Rhode Tsland, and of Connecticut to 300,000, without refer-
ence to the business of eaclh. If the banks do not respond to these requi-
sitious—and, as their notes are scattered throughout the whole country,
it will be impraeticable for them to do so—the Comptroller is required
at the end of one year to sell a sufficient amount of bonds and redeemn
their notes as they come into the Treasury, until the whole amount
required shall have been returned. The notes will not come to the
Treasury for redemption unless first assorted by the brokers and resold
by them to mew national banks about to be organized. This will en-
courage the objectionable practice of authorizing new national banks
with circulation upon the condition that curreney shall be purchased of
brokers in the market at from four to six per cent. premium-—a practice
which should not be encouraged or authorized by law., The Comptrol-
ler therefore recommends the repeal of this section, and the authoriza-
tion of the issue of five millions of dollars of additional circulation
annually for the next five ycars, to be distributed among the States
which are deficient.

This, with the fifty-four millions of circulation recently authorized,
will probably furnish all the additional currency required during the
next five years for thoe establishment of new national banks in the States
which are deficient, and virtunally inaugurate a free banking system.

The Comptroller also recommends that the law be so amended that
national banks may be organized in accordance with its provisions,
without circulation, npon the deposit of ten thousand dollars of United
States bonds with the Treasurer, instecad ot the deposit of one-third of
the capital paid up, as now required.

Three national gold-banks have been organized in California, under
the act of July 12, 1870, with an aggregate capital of $3,300,000, and
circulation $1,430,000, based upon United States bonds at the rate of 80
cents on the dollar. This cirrency is redeemable in coin, is more con-
venient than the coin itself in the transaction of business, and circulates
freely at par upon the Paeific coast. Other applications have been re-
ceived for the organization of similar institutious, and it is probable
that this kind of eirculation will bhe considerably inereased during the
coming year.

The following table will ¢xhibit the number of banks organized, the
number closed and closing,and the number in operation, with their
capital, amount of bonds on deposit, and circulation, in cach State and
Territory, on the 1st day of November, 1872 :
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Ktates and Terrvitories.

Banks organize

|
|
i
|

Closed and closing.

THE COMPTROLLER OF

Capital paid i

THE

onds on deposit,

B

CURRENCY. XI

Cirenlation @ Inaetual eir-
issued. eulation,

|
|
i

Maine ........ 2 6L £0,295,000 00 3, 409,250 00 59, 201,296 00| 7, 612, 792 25
New Hanpshi 4301 425, MR 370 600 5,113,600 000 5,442,555 00 4, 550,875 00
Vermont ..... 420 1 41, R0IC,012 500 7,413, .)00 00, 7,930,900 00l 6, 642 170 00
Massachusetts. 214 3 211 8y, 147, 000 0() 36, 5,731,723 000 5 6, 686 50
Rhode Island 62 0., 62 1 20, 464, 200 00 i 16, 545, 930 00 13, '{‘9 900 00
Connecticut . . w330 s0 [ 25991 820 00] 20,256, 00 00; 22 440, 240 001 17,955, 858 50
New York.... 320 0 31 QW6 '111 ]04 111 00 69, 945, 030 00; 90, 831, 645 00; Gl, 719, 254 50
New Jersey . . 6Ll 3 0012, 060, 630 00! 13, 033, 175 00! 10, 663, 320 00
Pennsylvania 212 10 00, 46,240, 250 00; 51,96, 540 00; 41, 479, 049 50
Delaware ... 11 ... 5 000 1,453,200 000 1,612,345 00 1,299, 005 00
Maryland ... .. ... 3 1 331 202 50 10, 391, 230 00! 11, AKR 070 00; 9,233,097 25
District of Colurbia 81 3 2 00: 1,701,000 00 2, 082, 300 00° 1 )w, 206 00
Virginia............. W 240 3,835,000 000 3,876,000 00' 4, €69, 450 00, D48, 946 75
West Virginia. . 1 2 17 J, 90 000 00 552,750 00° 2, 928, 000 O, 374,107 00
North Cavrolina 10 .. 0 1, 2 300 00, 40,100 000 1, 605, 500 00, ], 544, 420 00
Sonth Cavoling . [ [ R 11 B X 03(5, 000 00° £, 083,000 00 1,846,150 00, 1,829, 280 00
Goorgia . Co13 2 11 2.620,000 060 2,356, 400 00 2,340,050 00 2,120,301 75
Alabama ... [ | 1,206,000 00 1,183,000 00 5,400 00 1,078, 883
Mississippi - B e e ieeeeeieeaal 36, 000 00 876 25
TLouigiana. HAEE | ~ 4, #50, 000 00 4.014 000 00 4,004,320 00; 3,654,824 50
Texas .. Dol 5 7;’5, 000 00 25, 000 00, 702, 270 00 601,720 00
Arkansas. 3,1 2 203, 000 00 180, 000 00 221,750 00 237, 250 00
Kentucky . 34 1 , 676,000 00- 7,127,150 00, 7, 5.'.60, 020 00: 6, 569, 433 00
Tennessee a1 :,246, 300 001 3,133, 650 00, 3,132,450 00, 2,798, 451 25
Ohjo.... 176 : 10 L 312, 645 00: 25 , 850 007 28, 462, 970 00] 22,793, 347 60
Indiana 0103 60"2, 900 00; 15, 926, 300 00 17, 148, 995 00 14,295, 369 25
Tlinois ... 139 © 4 .,843, 371 977 17,702, 500 007 18,782, 405 00} 13, 998, 052 70
Michigan . % 3 848,800 00: 7,386, 550 00; 7,602,730 00 6, 498, 593 00
Wlscousm 43 \ 6 3,300,000 00 3,221, 050 (IO‘ 3, 886, 310 OD» 2,997, 643 60
Towa ....... b 5,752, 000 00 3, .)GH 000 00. 6,347,825 00 5,081, 967 40
Minnesota . 311 2 3,162, 600 00; 3, 008, 150 00‘ 3, 147,190 00. 2, 6¢8, 470 00
Missouri ... 41 4 9,475,300 00, 6,7 4 350 00, 7,372,350 0 l 6, 086, 526 00
Kangas . 2 S I 6:25,000 00: 1, ‘)‘)0 000 00, 1,306,400 00| 1,366,700 00
Nebraska. 0 1 230, 000 00 £30, 000 00 % 200 00‘ 51, 400 00
Nevada. S S PR 14() 200 00! 34, 36:
Oregon . 1! 230, 000 00 231, 500 00.
Colorado. . 515, 000 00 : 5\, 140 00
Litah ... 350, 000 00 .L)O 000 00! 436, 610 00° 233,339 00
Idaho..... 100, 000 00. 100 000 00 19, 200 00, 81, 000 00
Montana ... f()() 000 00. =236, 000 00: 197, 800 00 192, 500 00
Wyoming .. %3, 000 00: 30, 000 (0 27, 500 00! 27, 500 00
New Mexico 300,000 00) 200, 000 00; 183, 500 00] 180, 000 00
i

Total

GOLD-BANKS,

2, 432, 538 5

2, 068, 000 00434, 960, 78

001340, 993, 470 30

120, 000 00

Massachusetts. _............ : 1 1 200, 000 00 150, 000 00 120, 000 00
California ... .. ... ... 3. 3] 3,200,000 00: 8'»0 000 00 1, 431,100 00; 1, 480, 000 00
Total ..oovveeenenns L T R I 3,100,000 00 2,000,000 00 1, 606, 0600 00

1, 661, 100 00°

The following comparative tables will exlibit the amount of circula-
tion issued under State laws, previous to the establishment of the national
banking system, and the amount authorized by Congress; the ratio of
bank circulation issued in 1862 aud now issued, to capital and to de-
posits; the per capita of circulation in 1862; and the pev capita of cir-
ralation authorized by Congress:
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XIr REPORT OF TIIE COMPTROLLER OF

THE CURRENCY.

CoMpArATIVE TABLE No. 1.—Eixhibiling, by States, the *bank circulation, the per capila, the
ratio of circulation 1o wealth, lo capital, and 1o deposits, previous lo the organization (in

1862) of the national banking system.

|
1
|
I
|
1
1
|
i
'
i

i
i
i
i

] = £ s S5 fz |42

ER g = g 5| 82 158

£2 g S£ = 1SE) 58 |8E

S <5 =& = ot w? lweT

£ | 2 | 3% = i2| §5 %2

ER= e e 8 Sal £z |£%

4 s B | 3.8 <.2 QO

& ~ S - me | @gs |mE

! ‘P/r. ct.| Pr.et. |Pr.ct.
Maine ... ool §6, 488, 478 #190, 211,600 | 3.4 8.3 124
New Hampshire. .. .1 4,192,034 156,310,860 | 2.6 85.3 243
Vermont .......... -l 5,621,851 122,477,170 | 4.6 | 143.7 607
Massachusetts. . .| 28,957, 630 815,237,433 | 3.5 42,8 65
Rhode 1sland.. 6, 413, 404 135,337,588 | 4.7 30.7 119
Connecticut ...... . 13, 842, 158 444,274,114 | 3.1 63.5 156
Total Eastern States ......... 63, 516, 155 1,863,848,765 | 3.5 5.7 98
New York.ooooeereeeeeannnnn. 39,182, 810 1,843,338, 517 | 2.1 .0 19
New Jersey . .. 8,172,398 467,918,324 ¢ 1.7 . & a5
Pennsylvania .1 21, 689, 504 1,416,501,818 | 1.9 | 106.8 64
Delaware. .. . 678, 340 46, 242, 181 1.5 176.2 133
Maryland ... ..ooiciuiiaiia. G, 649, 030 376, 919, 944 1.8 . O 48
Total Middle States .... ..... 82, 372, 001 4,150,920,734 | 2.0 31

District of Columbia ... .. ... . 41, 084, 945
Virginia .......... . 19, g1 793, 249, 681

West Virginia...

North Carolina. . 3, 218, 598
South Carolina .. .1 6,089,036
{reorgia ._..... 8,311, 728
Tlorida .. 116, 250
Alabama . 5,035, 222

Aississippi. e
Louisiana .. &, 876, 519

7,143 |

358, 739, 399
548, 138, 754
643, 805, 237

73,101, 500
495, 237, 078
607, 324, 911
602, 118, 568
365, 200, 614
219, 256, 473
666, 043, 112
493, 903, H922
501, 214, 398

i
6, 410, 508, 562 |

-

528,835, 371 | 1.:
871, 860, 282

1
1,193,808 422 | .7 | 150.

3

1

957,163,983 | .0 {oen....

273, 671, 668
247, 338, 265
52, 294, 413
31, 327, 895

9,131,056 ..ol .. .

3,465,521,355 | .6 | 123,

Texas......
Arkansas . ...
Kentucky 9, 035, 124
“Tennessee . .1 4,540, 906
Missouri ..... ...l | 4,037,277

"Total Southern and South- '

western States..._.. ... ... | 71,098, 408

OBIO. oo oo 179, 057, 837
Indiana .. G, 782, 890
Tllinois ... 614, 286
Michigan 131, 087
Wisconsin .1 1,643,200
Towa ....... .. 1,249,000
Minnesota 198, 494
Kansas. .. 2,710
Nebraska ...l i,

Total Western States ........ 19, 684, 564
Nevada .. ............ ... P DU
‘Oregon ...
-Calitornia ..
Colorado ...
Utah.....
Idaho ..

Montana ...
Wyoming ..
New Mexico. .
Arizong ...
Dakota . ...
Washington

28, 930, 637
207, 874, 613

Total Pacific Statcs and Ter-
ritories ...l e

Grand total of States and
Territories .. .......... 238, G

|
7 59 | 16,159,616,068 | 1.5

*The circulation of the State banks in the year 1862 hias heen obtained from page 210 of the report of
the Secretary of the Treasury on the condition of tho banks at the commencement of the year 1863.
The returns from Delaware, Maryland, Lonisiana, Tennessee, and Kentucky were not complete. The
aggregato amount of Sfato bank circulation reported at that time was much greater than at any previous

perod.
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CoMPARATIVE TABLE No. 2.— Exhibiting, by States, the amount of authorized circulation,
(aggregate, $354,000,000,) together with the population and wealth in 1870, the anthorized cir-
culation per capita, the ratio of authorized circulation to wealth, and the ratio of circulation
issued (aggregate $340,993,470) to capital and to deposits.

. =
2 S 5 ¢ Ratio of cir-
g, TE | culation
58 8¢ | outstanding.
= =% = =2 . “
i E g g 2z, | %
i o = £ —o ) = &
: < 32 =] =~ =
i = =2 o< & +
! B9 == g CBELC =
: > =+ [ PR o < <
=~ - = = = =
J— —— |
. P‘)act.ﬁ Dy, et |Pret.
MATIC onme s eeeee e, $7, 612, 792 626,915 §12 14 $348,155,671 | 2.2 s31 139
New Hampshire. 4, 550, 375 318,300 1 14 30 252,624,112 | 1.8 8 167
Vermon§ ..... 6, 642, 170 330,551 ; 20 09 235,349,553 | 2.8 23 190
Massachusetts . 538, 506, 686 1,457,850 40 15 2,132,148, 741 | 2.7 61 R
Rhode Island... . 13,379,900 217,353 | Gl 56 206,965,646 | 4.5 [ 192
Connecticut ..o..ooioill 17,955, 858 537,454 ' 33 41 774,631,524 | 2.3 71 125
Total Eastern States ......... ‘108, 648, 281 <‘ 3,487,924 1 3115 4,030,875,247 | 2.7} 69 110
New York.. 61,710,254 | 4,382,759 14 08 | 6,500, 841, 264
New Jersey 10, 663, 320 S096 11 %7 940, 976, 064
Pennsylvania. 41,479,049 | 3,521,951 11 78 3 208,340, 112
Delaware... 1,299, 005 125,015 © 10 39 7, 180, 833
Maryland .........ocoe oonnnn.. 9, 233, 097 70,894 1 1182 G643, 7748, 976

Total Middle States.......... 124, 393, 7

9,716,715 | 12 80 11,991, 087, 249

District of Columbia. .......... 1, 577,996 131,700 ¢ 11 98 126, 873, 618
Virginiat. ... ....- JD 3,008,046 | 1,925,163 319 409, 588, 133
West Virginia 2,303,007 442,014 54l 190, 631, 401
North Carolina 1,133,420 0 1,070,361 0 162 260, 757, 244
South Carolina . 42,315,580 ¢ 05,606 | 3 Q8 208, 146, 989
Georgia ...... S2,282,301 0 1,184,100 0 193 203, 169, 207
Florida. .. . . 187,748 . ....... 44, 163, 655
Alabama ... 996, 992 181 201, 855, 841
Mississippi. , 922 o 209,197, 345
Louisiana .. 50 607 323, 125, 666
Texas .... . #18, 579 104 159, 052, 542
Arkansas 434, 471 63 156, 304, 691
Kentuck: 1,321,011, 573 604, 318, 552
Tennessee R ,908, 520 1 2 46 408 237,74
Missouri ......iiiiiiiiiiiaiia, : 1,721,895 . 397 1, 234, 922, 897
Total Southern and South- ‘ |

western States ..oe.....n... 39,096,913 | 13,105,406 © 2 98 4,945,455,505 | .

24,063,047 | 2, 6 ©003 2,935 430, 300

14,988,369 | 1,680,637 1 892 1263 180, 543
18173, 352 | 2,539, 891 16 2,121, 680, 579
7,582,043 | 1,184, 039 0 719, 208, 113
3,283,793 | 1,054, 670 11 702, 307, 329

Michigan
‘Wisconsin

=X PR XP_IN

fowa .... 5,798 367 ¢ 1,194, 020 26 717, 644, 750
Minnesota 3, 407, 470 439, 706 w5 228, 909, 580
Kansas. ... 41,879,700 ¢ 364, 399 16 188, 8

Nebraska ... ... : %96, 400 | 122, 993 43 69, 277, 483

Total Western States ......1 .0 79, 076,341 |

Novadd oo e 34, 36 It : <1 31,134, 012 |
Oregon .. i 3, € 51, 558 93
California 0 538, 167, 017
Colorado .. 30,864 11 03 20, 243, 303
Ttah.... .. 26 16, 159, 995
Tdaho woweon oo 6, 559, 681

Montana .
‘Wyoming ..
New Mexicc
Arizona....
Dakota ...
Washington Territory

15, 184, 522
7, 016, 748
31, 349, 793
3, 440, 791
5,999, 752
13, 562, 164

Total Pacific States and Ter- !

TItOTieS .« oo e Lo, 1,802,902 1,004,601 . 175 240, 969, 710
Fractional redemptions added.. < I : AR
Grand total of States and Ter-

[ 38,538,371 | 9 18 | 30,068, 918, 50

3

ritories..........oo.iolll. 1.’}53, 91;,74
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



1872
X1v REPORT OF TiE COMPTROLLER OIF THE CURRENCY.

TAXATION, EARNINGS, AND DIVIDENDS.

The national banks pay the following taxes to the Treasurer of the
United States: One per cent. annually on circulation outstanding; one-
half of one per cent. afinually upon deposits; and one-half of one per
cent, annually on capital not invested in United States bonds. These
taxes are payable semi-annually. The amount of taxes collected by the
Treasurer from January 1, 1864, to January 1, 1872, was as follows:

On cireulation ..o et i et et it re e reeaes $19,177,734 54
R0 I U 1o 1 2 R 18,611,945 72
On capital. o it 2,453,025 17

0T P 40,242,705 43

The national banks, prior to May 1, 1871, also paid to the Commis-
sioner of Internal Revenue a license or special tax of $2 on each $1,000
of capital, and an income-tax on net earnings to December 1, 1871.
The spe01al or license tax from May 1, 1804, to May 1, 1871, amounted
to $5,322,688.43 ; the income-tax irom Marel 1, 1869, to September 1,
1871, amounted to $5,539,289.17. The tollowlncr table will exhibit the
amount of taxes collected from these sources durmwthe years 137071 :

; ;
Jut; ire i Cpos- . . . . .
Duty on circulation, depos- License-tax on capital Paxation of earninms,

its, and capital. STl . e = I
its, and capita i i Total
i , ‘ e ; T i taxation.
Year (ml(d-! Amount. | Year eud‘mg—' Amount. ¥ Year ending-{  Amount. i
v ! x
— ,‘ ; .i__._,_____ [ S S
Dec. 31,1870 &(‘ 017,460 34 | April 30,1870!  $8066,238 54 | Ang. 31,1870 | $2, 696,035 27 | $9, 579,734 15
Dec. 31,1871 | 6, .)0.), 812 11 IA]ml 30 18 Tli 834, 016 49 [All“ 31,18% | 1,371,105 31 | 8,760, 933 91
Totals ..} 12,5 "1_3 QR4S Fl, 4.)0, 205 03 ‘ .............. 4, 067, 140 58 l 13, 340, 663 06

The Comptroller, in his report for the year 1867, made careful state-
ments of the taxes on national banks for the year 1866, from which it
appears that the banks, during that year, paid over sixteen millions of
United States and State taxes, as follows:

To the United States Government. .. ... ... ..o i B8 009,938
T0 the States . v e it e e e i e 7 949 451

The amount of taxes paid to the several States was derived from
specific returns of about fourteen hundred banks, the minimum rate
in each State being calculated for those banks which made no returns.
A sinilar statement for the year ending December 31, 1867, exhibits
the following results :

Amount of taxes paid to the United States... ... ... ... ... ... %9, 525, 607 .
Amount of taxes paid to the State authorities.......... .. ... 8,813, 126 9~
Aggregate taxes paid. ... oLl 18,338,734 23

Or 4} per cent. upon a capital of $422,804, 606

The aggregate State tax was believed to be considerably below the
actual amnount paid. Assuming the amount of State taxes paid by the
national banks to be the same as that paid to the United States Gov-
ernment, (which is a moderate estimate,) we shall have the total taxes
paid by the national banks during these four years:

IBBB. - o e e e e e e e e e $16, 019, 389 00
1867 e e e e e 18, 338,734 23
FT () PO P, ... 10,159,468 30
DL 74 S U USSP 17,520, 867 82
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The act of March 3, 1869, required specific returns to be made of the
dividends and net earnings of the national banks after the declaration
of each dividend. From these returns the following table has been
prepared, exhibiting the aggregate capital and surplus; total dividends
and total earnings of the national banks, with the ratio of dividends
to eapital; dividends to capital and surplus; and carnings to capital
and surplus, for each half-vear, commencing Mareh 1, 1869, and ended
September 1, 1872,

: | ; ;

Aug, 31,1860.] 1,481 | $401, 630,802 | §82, 105, 848 | $21,760, 831§, 221, 184
ifeb. 28, 1870.1 1,571 | 416,366,991 | 6,118,210 | 91,419,005 28, 996, 934
Aug. 31,1870.] 1,601 | 425 317,104 | 91,630,620 | 21, 080, 343 26, 813, 835 |

Feb, 98 1871.| 1,605 | 423,609,165 | 04672, 401 | 92,905,150 27, 243,162 |
Aug. 31,187L.[ 1,693 | ' ‘

o

ARy

;‘2 Ratios.
z e ise
. el o= : T =
Period o six | Capital | Average ‘L'otal Total - ! i ~Z
g o = apita H P ! § : H : lmE . ]
months end- | 3 1 U surplus, dividends. ¢ net enrnines Es 1 ESg ! LBy
Soner. i N i i ; = P T Loy @
ing— - . &= | BRE 0 uR=
= o= 4 e | S
= S P 2RR ERE
= [ bR S e
E R Sz | E@E
= : :;1 i~ Q@ 'ﬁ o @
7 = | - o=
i
|

: I 445,999,961 | 8,986,501 | 92,195,270 . 97,315 311 |
Feb. 28,1872.| 1,750 | 430,603,706 | 99,431,243 | 92,850,826 | 23,502, 530
Aug. 31,1820 1,832 1 463, 676, 023 | 105,121,942 | 93,827,280 | 30.572 891 |

The following table will exhibit, in a eoncise form, the ratios of divi-
dends to capital; dividends to capital and surplus; and earnings to
capital and surplus, of the national banks in every State of the Union,
and in the redemption cities, semi-annually, from March 1, 1869, to Scp-
tember 1, 1872:
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Table exhibiting by States and redemption citics the ralios of dividends to capital and

Ratios of dividends to capital for six months cnding—

L . . .o i . N
States, Tevritories, and cities. 2 1 g = g 0 E o | &
= ® - % A ® A
S R T
- & 4 g4 g 0=
| i .
Ferct. | Pevet. | DPeret.
1 HE 5.13 1 507 5,93
2 8 4,68 480! 4.64
3 5. 476 484 64
4 | Massachusetts. .. 4,¢ 5201 5.45 5, 40
5 Boston ... 4, 92 4.81 1 4.73 4.55
6 | Rhode Istand 44 431 430 430
7 | Connecticut . . 5200 3.2 5,29
8 | New York..... 4, 44| 470 4.37
9 Neoew York . 4.7 4.66 0 4.¥9) 4.67
10 Albany.....ooieii il : 494 415 5.4
11 | Ney Jersey - 5,12 5.7 5.40
12 | Pennsylvania - 5,231 5.36 5,21
13 Philadelphin . 5.7 0 5.4 5.6
14 Pittsburgh . 5361 541 5,32
15 | Delaware.... 5 o512 5,06
16 | Maryland........ e o520 5160 5.28
17 Baltimore ... R Lo 5.09 ;  5.97
18 | District of Colunbia ' L4
19 Washington ... o a. 2,62 ;0 4.
20 | Vicginia . ..., L5 434, 4611 4.6
21 { West Virginia. 529 418 5. )
22 | North Carolina 4211 444 6. ] 5
23 1 South Carolina G 548 3. 5.
24 § Georgia...... 9.34 4, 5.3
25 | Alabama . 4,75 ! 3. 6,
26 New Orl 6,18 ¢ 5.6 5.
27§ Texas ... 190, 4. 7.
28 | Arkansas '
29 I Kentucky 5. 5. 4. G 4. 4.
30 Louisville 5.32 1 5,05 1 1L P37 3.
31 | Tennessce..... 7. 86 863! 562! 582 6
32 | Ohio......... 5.83 530 5.6 5821 500
33 Cincinnati 6. 41 4.86 { 5. 45 4,95 3.45
34 Cleveland .. 5.72 2,97 3.88 4.19 5. 09
35 | Indiana...... 5. 58 3. L6060 5.58 5.37 5. 88
36 | Illinois .... 6. 96 W 6.2y 6. 07 3,71 5. 49
37 Chicago. 633 o I owgo. 505000 6.21
38 | Michigan. ... 7.40 6.10 50680 6.13 1 5.08 6. 47 6.12
39 Detroit . 4.57 3. o [ 5. 5.29 3
40  Wisconsin..... 6. 50 6.19 3,041 9.83 4. 4. 904 4.92
41 Milwaukee . 5.69 4.30 4,60 1 5,31 4. G 4.87 19,
23 Towa ool .96 6.43 1 5381 5.8 1 5 4.76 14,13
43 ¥ Minnesota. .. 6. 89 7020 5,490 811 t [IN 5. 25 5.90
44 § Missouri....... 6,22 5251 6.281 11.27 5.° 5. 24 4,73
45 Saint Louis 5.11 427, 371 l 314 3 3.2 3.19
46  Kansas ......... . 5. 41 645 7.39 ! 6.16 ;3. 4.63 5.49
17 Leavenworth 10. 1. 2240 8 | 5. 10 ...
43 § Nebraska........... T8 & 695 6. 7.08 6. 61
49 | Oregon............. 15. 3 G, 6.
S50 San Francisco . 1 i 0.83 5.
51 | New Mexico...... B - A A
52 § Colorado. §2.50 ‘ 3.96
53 § Utah .... 50,

54 | Wyoming

55 | Idabo ... 14,
56 | Montana . 12,
STk Nevada. ..o [reeene
AVEAZES. i 542 | 5.16 { 4.96 i 518 4.96 l 5,
| o

NoTE.—1In the above table the redemption cities-are not included with the States in which such cities
are located.
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capital and the ratios of dividends and of earnings to capital and surplus.

Ratios of dividends to capital and surplus, for six § Ratios of carnings to capital and surplus, for
wonths ending— six months ending—
= = =1 - = I3 of = =] - - ol [
B 5 5 5 % % & b % % 5 s & %
— - Rt ~ ™ ™ Am} — i H Al - - Al .
o = D = &h = ¢t B8 8| 2 | 8 o
= © ) ) = ) ot = ) = © = 5} =
< = < & < & 484|814 | &1 4]
T — S
Per ct. | Perct.| Per ct. | Per ct.| Perct. ! Peret. | Per ct.}iPeret. Perct.1 Per ct. Peret.|Perect
455 4.45] 4.49| 443 437! 4.28| 440360806 |5 214561 1
4.36| 440 4.23| 419 403 4.14| 3971 6.66 | 6. 5, 486§ 2
439 ) 442 463 409 | 417 Lol 40256.03 )0 5. 6 5331 3
4430 430 4031 433 419, 430 | 424} 6.35] 6.36 | 5. 5438 4
4531 4.00| 4081 4.07] 394 3.8 | 372} 5. 5. 3. 4.53] 9
4.12 | 417 4.06| 4.03] 3.8 | 3,92 3868562 |5 5. 598f 6
4911 450 | 4.31] 433 497 4201 4.27§5. 5.84 | 5. 5.469 1
417 397 3.7T| 4090 3727 392 3.64583 | 5435 5149 8
4.14| 392! 3.65| 3.95] 3.70| 3.8 | 3.67]5. 4 4. 4,841 9
3891 3751 3.87| 3.87) 3.60} 3.02) 3.92}6. 5 1. 5.92 | 10
460 4.08| 4.42| 458 416, 463 4.3416.30 | 6.13 | 5.¢ 5.41 3 1t
4.60 | 4.61| 4.55] 434 4.24{ 4.33| 4.17{6. 6. 5 5.05 112
440 | 434! 4,14] 4920 ] 406 400 | 4.05 ) 5. 5. 4. 4.59 § 13
444 412] 413 410| 492 424 414]5.80 |5 5. 4.99 § 14
466 4371 456 420 416! 412 40635 4. 5. 4.8 415
4811 4991 451 475| 440 4.36| 44646 6. 5. 8 5.50 § 16
467 474 4.26] 4081 3.99; 4341 44645 6. 5. 5.56 § 17
............................................. Fi 70 1 S RSN RIS UUUUINUN DITS IR BNt L
4,08 4,07 4.05) 4.04] 4 i 2.12) 37054731518 [4.35|5.92]7.643.04 52119
4.68 | 5001 4351| 431 3.98, 49221 4200645 6.8216.39) 681 |6.62|530 597720
4.65| 444 4.42| 4701 3.72! 4&7| 47 [6.47|586{566!533(3.52)5.9 |501]21
6.85| 532| 3.85| 3.94| 419 5066] 4.8 {10.04 893|546 501 | 6.17 | 7.27 | 3.72{ 22
5391 1247 507 540 | 503| 505 476776 |9.82 875 | .47 593 (6.72|6.46 | 23
576 | 500] 502| 89| 4.78: 4.36| 4744759791 |8.20|6.70 | 5.83 | 5.95 | 6,70 | 24
........................ 458 0 5240 3.28) 618 .1 160 .....J11.35 | 5.70 | 4.34 | 0.39 0 25
472 5.84| 5781 5601 5 540 | 5.34F7.14 | 7.05{ 861 | 7.43{3.27 | 6.31 | 6. 03 § 26
590 | 3.80| 1262) L75| 544 | 4.01| 6.99[6.41 | 6.87 [16.49 | 6.¢1 | 6.42 | 9.11 1211 gg
...................................... e e e T P N
4.83| 4.67| 448 501 432 3.91| 449006.52 | 6.86 | 6.93 | 6.11 | 5.41 | 4.80 | 5.67 | 29
469! 446! 4.62| 4.38| 9.86 | 4.87| 4.621527]6.56 438 453 |5.60 | 5.52 | 5.22 | 30
6.97| 8811 592 7.70| 516 | 533 5460817 9.50 1 7.15 {834 | 7.14 | 7.79 | 5.79 ] 31
494 433 3.97| 472 453! 474 4920678 |6.43|5.46 | 6.03 | 5.8716.12 | 6. 32
517 | 4.83| 4.93| 4.13| 456 422 4061 §7.91[6.30| 480 | 6.67 | 439 | 4.84 | 5.35] 33
456 4711 3.45; 2.67| 3.46: 3.71 4525 6.85 | 3.83|3.08 4 5.70 | 5.27 | 34
462 | 4.43| 491 482 452 4.37) 4790650 | 6.4215.94 ! 6,30 | 5.43 [ 5.40 | 5.25 § 35
55| 501 514{ 4.97| 492! 4.63| 454} 7.98|7.9016.70 | 6.77 | 6.65 | 6.07 | 6.50 § 36
5.35 | 2.20] 206 359 3.8L....... 5. 8.25 5645330746690 {. ... 6.79 | 37
507| 4.83| 446 4.68 | 412! 59281 50032 7.88 1 6.80 | 7.06 1 6.26 | 6.57 | .15 ] 38
3.65 | 412 410] 410, 410] 4.32| 3.80§6.27]6.80 | 585 | 6.09 | 6.58 | 6.90 | 6.66 | 39
5120 501! 476 8077 3.45 420 | 40987951813 | 6.91 9,01 | 527 |6.67 | 549 ] 40
4.46 0 3.59| 3.76| 4.16| 374 3.76 | 1522 7.81 1 3.97 | 5.30 1 6.63 ; 6.98 | 4.89 {13.04 | 4L
6.42 ] 519 | 4.32] 478 424! 401 | 9.63{8.96|7.80 566 | 6.31 | 5.53 | 5.90 [11.80 § 42
6131 605 47| 6.92] 595’ 456! 500F7.68 & 6.1518.53 | 715|708 | .26 | 43
517 4.34| 4.8 114191 475] 471 413§8.5%5| 0973 | 0.30 862 | 6.96 | 7.98 |10.16 § 44
4,64 | 391! 3.35; 287 | 297 2.86| 2844543 | 4701 )3.36 | 287 |4.33|4.08 | 403]45
513 6,101 7.01| 563 534 4.40: 4.90F 782 9.08 | 8 08 [10,25 [10.1R | 9.03 | 6.86 § 46
897 6.67) 1722 | 6.171 3.75 1 1.2 |....... 11.57 | 8.06 18.50 | 7.44 | 6.76 | 6.74 |...... 47
6711 6.10| 358 5.411 533 6.36| 593147 ! 779 1 5.89 112,74 | 3.64 | 6.43 | 7.54 | 48
14, .29 | ... .92 | 5.86 | 583 f14.42 | 9.80 113.90 | 7.67 11.93 |15.19 {20.91 | 49
. [ 4.95 ... . . 5. 50
P6.261 6.87 (. ) 9.55 § 51
212 2718 |.. 4.66 | 52
21,85 |.-..... 1 53
............ 54
12,74 55
........ 1091 ..o foo.. 56
..................... 5%
407! 4.16 |

included with the States in which such cities are located,

H. Ex. 3-—B
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Complete statistics,in detail, of the capital, surplus, earnings, and divi-
dends by States and cities, will be found on pages 38-44 of the appendix.

The national banks are required to farnish to this office not less than
five statements during each vear of their assets and liabilities, and also
to make specific returns to the Treasurer, semi-annually, of their circula-
tion, deposits, and the average amount of capital not iuvested in United
States bonds. The officers of the United States, and of the different
States, whose duty it is to collect taxes, have, therefore, at all times at
their command the data from which to ascertain the amount of taxes to
be collected ; and it is believed that there is no other species of eapital
upon which the tax can.be so definitely assessed and so certainly col-
lected as the tax upon the national banks of the country. There is no
doubt that in sowme instances, owing to large deposits in proportion to
capital, or to high rates of interest in the new States, large dividends
have been declared; but it will be seen from the above table that the
average earnings of the national banks, after making a proper allow-
ance for bad debts, are not more than a fair remuneration upon capital.
The dividends declared do not probably exceed in the aggregate the
dividends under the old State systems, and are far less than the average
annual dividends of the English banks.*

It is generally supposed that the circulation issued to the national

*The following statements of ten of the principal banks of London, includ-
ing their branches, exhibiting the ecapital, reserve, deposits, net profits, and dividends
ot each, for the half-year previons to July 1, 1872, have been combpiled from Abbott’s
tables in the London Bankers’” Magazine for September:

T

. = H =
. g Eg . & Eg
2z 2200 =3
11 = =2 1 F =R
< i g . ¢z 1 8 . |T&
g : . S g 5v | =g 150
= P13 . %3 Bz 8 A3
2 Bank = ] 73 £ Eho g
= g ] g 3 . = = 3=
3 5 & EZ N
5 £ e 3 2 55 57 5%
4 2 19 —_ a, =% l E [ =2
< = 2 g 2 g3 | g (&=
] Q =] o ISR )
> & & & = g | 4 @&°
- - i ,
2 | London and West- i |
minster.......... F£2,000,000 £1,000, 600 £26, 773,829 - £204, 620  20.46 ! £200, 000 | 20
6 | London Joint Stock.: 1, 200, 000 - 434, 850 20, 935, 302 140, 923 23.49 | 120,000 I 20
114 | London and County. 1, 000, 000 500,000 ' 19, 327, 45K 103, 626 20. 62 ‘ 100, 000 | 20
5| Union .....o..ne.n. 1, 200, 000 300,000 . 12 830,247 129,612 2L.60 | 120,000 : 20
4| City «.oooan ... L 500, 000 120, 000 6, 132, 258 35,165 14070 5000 . 10
3 ' Imperial........... | 450, 000 . 63, 000 | 2, 631, 925 23, 144 10,35 18,000 © 8
23 | London and South- : ; '
western. . . . 166, 1£0 5,000 , 681, 963 4,154 ¢ 5
3 | Consolidated . £00, 000 66, 000 3,082, 791 32,000 | 8
41 Central ..... . 100, 000 7, 500 550, 102 4,000 8
2 i Alliance .. . 800, 000 110, 000 2,522, 71l 24,0.0 1 6
[ ‘ !
! Total .......... | B,R16, 180 2,628,390 10t, 528, (46 647,154 i 153
| o i S ool
Ang. 31, | Bank of England...! 14,553,000 . 3,019,205 , 126,974,008 ; 27,650 + 10
1872, oo . i
i i ! | I ! i

tPublic and other deposits, August 28,

The statistics of the Bank of England and its dividends were obtained from the
report of the Bank of Englaud, published in the London Bankers’ Magazine for Octo-
ber, 1872. The usnal dividends of this bank are 10 per cent. per annum, but the
amount has varied for some years past from 8 to 13 pert cent.

Similar statistics of 142 of the banks in Great Britain and Ireland, with an aggre-
gate capital of £61,361,531, (or, $298,022,027,) compiled from a table in the London
Economist of October 26, 1872, (pages 345-6,) give the average dividends for the four
half-years prior to July 1, 1872, as, respectively, 5.71, 5.95, 6.25, and 6.41 per cent.
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banks is a source of great profit; but if the premium upon bonds is
considered as an nltimate loss, the profit upon circulation does not
exceed 3 per cent. per annum. The chief source of profit in banking,
under this as under all other systems, is from deposits, and upon this
branch of business an annual tax is already fixed by law. If the sys-
tem has the advantage of circulation, it is also subject to many restric-
tions which are considered burdensome, but which give steadiness and
strength to the money transactions of the conntry. While the banks
should contribnte their proportion to the revenues of the country, they
should not, under an imputation of extravagant profits, or an nnfonnded
prejudice, be taxed to a greater degree than other corporations which
are even less important to its prosperity.

The consolidation of the bank capital of the country in a sound and
conservative system, with proper safeguards and restrictions, is of much
greater importance than a peuny-wise and pound-foolish imposition of
excessive taxation, which will have a tendency to drive those Dbanks
that are not over-conscientious out of the system, with the purpose of
evading all taxation whatever. .

RESERVE.

A good deal of discussion has arisen during the recent stringency in
the money market in the city of New York in reference to the provis-
ions of the national currency act, requiring a reserve upon the liabili-
ties of national banks.

The act requires that the country banks shall hold an amnount of re-
serve eqnal to fifteen per cent. of the entire amount of their deposits
and ecirculation, three-fifths of which reserve may be on deposit with
national banks which are their agents in redemption cities. The na-
tional banks in the redemption cities must hold a reserve of twenty-five
per cent., one-half of which may be on deposit with national banks in
New York City.

The reserves of the nineteen hundred national banks located elsewhere
than in the city of New York are held to a great extent in that city.
For most of the time during the past year, an amount equal to more
than one-fitth of the capital of all these national banks has been held
on deposit by the national banks of the city of New York to the credit
of their correspondents. In many cases these credits amount to twice
the capital of the bank with which they are deposited ; in other cases
the amount of deposits is three, four, and even five times the capital,
which amount has been attracted thither largely by the payment ot in-
terest on deposits. The failure of one of these New York City banks
in a time of monetary stringency would embarrass, it not ruin, many
banks in the redemption cities, and, in turn, the country correspondents
of these banks would suffer from the imprudence of the New York bank,
which would be responsible for wide-spread disaster. It is clear that a
bank having such excessive liabilities has no right, even if there were
no law, to increase its loans to such an unreasonable extent as to lead
to embarrassment if unexpectedly called upon for the reserves of its
correspondents. A provision of law prohibiting banks from extending
their loans beyond three times their capital would seem to be not
unreasonable, but such a provision would be much more restrictive than
the present requirements of the law in reference to reserve,

The State laws of Massachusetts and Louisiana, which were in most
respects models of a sound system of bank legislation, required an ample
1eserve to be kept on hand., The laws of the State of New York had
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no such restriction. The country banks of that State were, however,
required to redeem their notes in the city of New York, in specie, and
an examination of their returns will show that while the country banks
usually held but a very small proportion (about 2% per cent.) of circu-
lation and deposits in their vaults, they were forced to keep on deposit
with their city correspondents nearly as large a proportion of reserve as
under the national system. An examination of the weekly returns made
to the clearing-house in New York City will show that the State banks
of established reputation in times of monetary stringency hold a sufficient
reserve without such provision of law; while the larger proportion of
banks, not included in the national system, are continually below a judi-
cious limit. The truth is that the strong and well-managed banks do
not need any law in reference to reserve, and do not, therefore, ask for
a change of legislation in this respect. The weak banks and those al-
ready too largely extended wish to be free from all restrictions. It is the
constant tendency of snch banks to increase their liabilities. In times of
excessive stringency loans are not made by such associations to business-
men upon commercial paper, butto dealers in speculative securities npon
short time at high rates of interest; and an increase of call-loans be-
yond the proper limit is more likely to afford facilities for unwarrantable
stock speculations than relief to legitimate business transactions. The
law isintended as a wholesome restriction upon national banks, organized
in almost every city and village in the Union. Next to the absolute
security provided for the ernmpled bits of paper in the pockets of every
citizen, no provision of the act has done so much to give character and
standing to the national banking system as the assurance to the thou-
sands of depositors throughout the country (who, after all, are the chief
source of profit to every bank) that a reserve, equivalent to such a pro-
portion of the liabilities of every bank as the experience of years and
the fluctuations of business have shown to be necessary, will always be
kept on hand to answer the extraordinary and unexpected calls of
creditors.

The variations in the liabilities requiring reserve in the banks of the
city of New York are very great. The banks outside of New York,
duriug the dull season, send their surplus means to that city for deposit
upon interest, to await the revival of business. The banks in the city
of New York, at such periods of the year, have no legitimate outlet for
these funds, and are therefore threatened with loss. The stock board
takes advantage of this condition of affairs, speculation is stimulated
by the cheapness of money, and a market is found for the idle funds
upon doubtful collaterals, and the result is seen in the increased trans-
actions at the clearing-house, which, during the past year, exceeded
thirty-two thousand millions of dollars, or an average of more than one
huodred millions of dollars daily—not one-half of which was the result
of legitimate business; the total amount of transactions being greater
than that of the bankers’ clearing-house of the city of London. The
evil arises largely from the payment, by the banks, of interest on depos-
its—an old-established custom which cannot easily be changed by legis-
lation. A considerable portion of these deposits would remain at home
if they could be used at a low rate of interest, and made available at
any time upon the retarn of the season of active business. No sure in-
vestment of this kind is, however, open to the country banks; and the
universal custom is to send forward the useless dollars from vaults
comparatively insecure to their correspondents in the city, where they
are supposed to be safer, and at the same time earning dividends for
shareholders. A Government issue bearing a low rate of interest to be
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counted as a certain proportion of the reserve, and an increase of the
amount which the country banks are required to keep on hand, is the pro-
per remedy for such a state of things. Sunch an issue need not
result in inflation, for the currency invested would be in the possession
of the Government. If the currency is leld, the objection is the loss of
interest to the Government; but thisloss would be no more than a just
rebate upon the six millions of dollars of taxation annually paid by the
banks to the Government, at a time when almost every kind of internal
taxation has been discontinued. Such a reduaction of taxation should not
be grndgingly made, if the result shall be to give elasticity to the eur-
rency, tostrengthen and steady the money market, to give additional
security to seven hundred millions of dollars belonging to depositors
by retaining in the vaults of the banks a large amount of funds for
legitimate business purposes, which would otherwise be thrown upon
the stock board to unsettle values throughout the country, and alter-
nately increase and depress the price of every commodity.

For the information of those who do not believe that the banks usnally
hold the requisite amount of reserve, we have prepared tables showing
that for the last five years, at from four to five different periods of the
year, the banks organized in every State, and in the principal cities of
the Union, have been found to hold, in almost every instance, a consider-
able amount beyond the requirements of law,
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Table showing for twenty-two different dates during the five years, 186872, the percentage

1868 1869
States and Territories. < = o]
© _ © W < = - o
— = o
= < = =] = - = =]

i Per ct.| Per ct.| Per ct. .3 Per ct.i Per ¢t.| Per ct.| Perct.
Maine .. ..iiiiiiei i e ica e R3.6 1 W6 | 2.5 2.7 118.3 | 2L. 19.1
New Hampshire 23.9121.4 |27 2

Vermont ........ | 20. . . cilet7189 | 218|193

Massachusetts 23.3121.1[20.7 206
Rhode Island ... 19.6 ) 181 | 17.5 | 19,

Connecticut ... 20.9119.6 | 3.1 ( 21. 4
New York. 22.1(2.3|19.6 1 19.9

New Jersey
Pennsylvania .
10 | Delaware. ...
11 | Maryland.........._

QWIS R WD -

12 [ District of Columbia. . 19.1 {14. .

13 § Virginia._........... § 19, 18. 20.8 19,1 112.7 | 15.3 |12.
14 § West Virginia 21, 19. 20.1 2.5 16.9 | 16.2 | 15.7
15 § North Carolina. . 21, 25. 4.2 23.1 12561254 ]1319.7
16 { South Carolina 64 G4. 61. 46.4 { 41.9 | 53.9 | 2.7
17 | Georgia. . 37. 34, 36.4 38.4131.2 ] 41.7 { 30.9
18 | Alabama .. 36. 36. 416 34.1 | 28.835.7 ] 46.6
19 | Mississippi 248 31 LRI T 0 O IO PO P P
20 ¥ Texas....... B KA 54, 51.2 50.1 52 40.7
21 § Arkansas . f 2. 9.3 1.2 12.9

22 | Tenuessee . 2. 2. 4.9 211

23 | Xentucky . 24.6 | 23. 22.8 24.9

24 8 Ohio.......
25 | Indiana

26 § Ilinois ..
27 § Michigan .
23 | Wisconsin .
29 | Minnesota .
30 § Towa.....
31 § Missouri.
32 { Kansas ..
33 { Nebraska
34 | Nevada ...
35 § Ovegon ..
36 § California .
37 § Montana...
38 § Idaho .....
39 1 Colorado

IS S 2

5
=
-1
PWRSPERE RS
=

41 § Wyoming..
42 | New Mexico

AVerages .. ..iieeiiiiiis ciiiiieiiea. 23.9 | 22.8 | 24, R.9[22920.9 2.6 2.5

Redemption cities.

TINCW YorK.oooeonoo i ciiaiiea e 33.8131.9 3.9 ]326133.2§2.81{30.1|347
2 | Boston..... 92,11 26.3 {34.830.3432.1]284)|20.3(2.1
3 § Philadelphia 36.9 {32.3136.8(31.9}32.9(30.2|30.4 2.9
4§ Albany..... 36.2 1 34.3 1311 )35.9§421 (415 371.9 | 36.5
5 | Pittsburgh 2.2 130.6 | 21.912.412.3] 2.1 24,9273
¢ ¥ Baltimore. .. 32.4 | 27.8 131.2 1 28.2130.9 {284 (255 |24.9
7 § Washington .. 2.8 |24.2 | 21.5]20.1 1286 27.8}27.5)206.4
8 | New Orleans. . 36.3 (425 (3483894314365 (44.3{31.4
9 { Louisville... 29,8 | 36. 31. 20.44130.129.79.8] 2.2
10 | Cincinnati .. 3.4 (24.3)206.6 | 25.1 1284 123.8|24.3| 28.5
11 § Cleveland... 20.2 1 26.4 221.5 ! 27.7 §30.6 | 25. 25.9129.3
12 § Chieago... 32.6]30.6 | 34.2(35.3¢35.1(30.2334]30.5
13 } Detroit...... 41.7 | 35. 20.9 1 36.73321[27.6)3L.71}327
14 | Milwaukee. .. 33. 30.6 | 32,2 133.4934.7| 27307 2.
15 | Saint Louis ... 2.5 26.81289 (24.9] 283 [22.8| 27.4 | 25.2
16 | Leavenworth . 28. 16.5 |19.3 23.6 [21.8 24.6 20.8 | 32.2
17 § San FranciBeo. .o oveeiiooiioinneiiaenocaa oo
AVOTAZOS .o ovveenaians tceiaccieaaanns 33.2130.3(32.5[31.6432.7(289(20.5]3L5

Note.—The reserve which the banks in the States and Territeries are required to keep is 15 per
‘ redemption cities ” are required 1o kecp is 25 per centum of the aggregate amount of their circulation
printed in bolll-face type.
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XXIII

of reserve to circulation and deposits, in cach of the States and redemption cities of the Union.

1870 1871 1872
g | & s g5 | & & & S cé g 50 %8 "
s N o+ = o N . = @
s E Bl g0 & EE | £ g )ElEIE]E
SIA S |81 AA |« | & | 3 afe|<4|8 38
Per ct.|Perct.|Perct.|Per ct.|Per cty Per ¢t | Per et. | Per ct. | Per et.| Per ct. §Per et.|Per ¢t.|Per ct.| Per ct.
QT RWT R 2.7 | 22.5 221 22. 4 227 21.7 18.3 § 22. 19.6 | 19.5 1
3.6 2.5 23|21 2.2 23, AT 23,35 W7 21.2 0223 2.3 {2l.6F 2
21,7119.51R0.7]19.7 | 20.6 20. 6 20.7 2.3 20. 8 13.4 Q4187 17.9 1 17.7 3
24.9 1225 | 21.8 | 20.8 20.3 2.6 23. W2 20.7 18.7 1 20.6 20. 20.2 4
20.9(18.6 {18.6 | 19.9 | 187 18. 6 19.5 21, 18.9 171 §18.2 14, 18. 5
20.1]24.3 248221228 24, 4 26, 25.2 20.1 2.5 ¢ 243 2.9 12.6F 6
23.71231]2.9720.3]19.6 4.2 2.5 22.3 20. 1841211 19.5 | 18.6 7
252 237124422423 23.9 W1 24,5 225 21.4f2R5 23. 20.9 8
22,4 | 24, 22,5 120.1120.5 219 W2 21.9 190. 4 13.4 § 21.5 19.4 1 19, 9
23.1)24.6,19.5 23 19.5 20. 8 20.9 20. 6 22,7 18.5 § 2i.8 20.2 [ 20.5110
7.5 28.2130.612.3]2.5 26, 241 206. 4 29.6 2454246 23.8 122411
........................................................................... 1385327112
16.2 1 16.9 | 18.1 1 15.5 | 18.2 17.9 16.9 17.9 17.2 19.1 187 [ 18.6 |14.41 13
20.4 | 20. 189 | 17.4 1 171 16.2 1 16.9 17.4 20. 3 20.2 §19.8 16.5 | 17. 14
25,3 1248 | 2L5{228 1.6 @2l 2.7 21,9 18, 214 | 2R 19.5 1187315
2.6 12151239 2L.1] 2.6 26,6 1 319 2.1 20.1 187 f23.2 WH 118816
30,1} 30.8 1231 (29.6, 28 W7 ‘l 30.7 2.5 19. 9 19. 4 § 26.2 W5 | 25§17
30.9 1 17.5 10,7 | 17.9 | 61.5 42,4 3.8 347 15.8 280§ 229 29.4 1 16.5 § 18
............ | IS U BUDR. R, oK 19
46.2 ) 49.6 | 45.7 | 39.9 | 34.5 41. 4 E 3, 33.8 1 26.6 § 20
8.61229(10.6110.5:13.8] 14.4} .6 19.6 |[14.6 ] 2L
1. 2471241 2R3 25. 4 22.1 | . 5 0.5 21.9 | 16.6 §| 22
1.2 7.5 1 24.2120.9122.4 20. t 9. 20, 2. 8 138, 18.1 § 23
21,21 21.3|20.8119.920.9 211 | 21. 4 212, 2.6 0.5 1181 24
18.4 1 19.3120.9119.7 | 18.8 20. & 2.3 23 23, QW2 19.4)25
22,3 24.7]2.2;20.3) 2.3 2.2 2.4 24, 2.5 24 19. 4 § 26
23.5 | 21, 225 119.6 1 221 216 ]‘ 246 24, .4 19.2 | 19, P
24. 4 3. 4.2 .8, 23.2 2., 2 24, 2.3 21112214928
16.8 .9 . 4 .2 ! 21, 5. 4 217 19.89929
2.9 4. 4 .3 . 9 4. 4.1 212.1118.6 130
. 3 .9 3.5 20. 9.5 229 | 17.6 3 31
3. 8 . 6 . 6 15. 2 LT 2R3 Y32
3. 3 . .1 28, 27, 225833
........ 34
2 78 35
..... .- 3 36
22 14. 13, 3 37
17 3.6 . 1, 8. 3 38
27. 216 | 24.0 | 24, 26.1 § 39
135, 11.6 | 9.3, 7. 6.9§ 40
39, 25.3 [14.9 10, 16.9 ¥ 41
9. 2.5 7.8 12. 17.2 § 42
23.4 1220 “ 22.7120.9 21 2.6 22.6 22 2L.3 20,2 0.8 | 19.3
28.4 29, 30.9 0.7 QLEFD.7T|26.7129.1 |24.48] 1
327 31, 29. 9 2.1 206.6 §26.0]2.227.41246)8 2
30.1 315 30.6 27.4 206.9027.1 (2.7 31.41206.8 3
40. 42.5 490, 36.1 34, 32,3 131,41 35.2 4.8 4
0.3 2.2 2.6 28.3 | 24.3]28 (23.5]25.9 24.8} 5
2,1 29, 30.1 26. 2.2325.8196.8! 2.1, 2.6 6
30.3 39.2 34.3 205 24, 35. 34.4 1 34.9 2258 7
35.6 35.2 33.2 1 22.6) 14.9§31.6 | 289 2.2 |22, 8
1. 30. 7.8 30. 25.8F25.6 24,21 25.9 (.18 9
2.9 327 34.1 35.8 27.5 § 26. 25. 1 8. 5 10
3.3 30.3 290.3 29, 28,7 §R.8 ) 39.9 24, 7 11
29. 4 32 35. 37 38.5430.5 2.2 12
36.7 35.3 36.2 33.6 29.5 F 3.2 | 25, 13
23.3 34.6 41, 31. 25.3 § .4 |23.3 14
25, 8.8 32.3 30. 8 26.4 | 31.4 24.8 15
22,2 2.8 19.2] 18,7 2W.6§20.3...... 16
................. 4.1 18,4 57.5§49.7 | 317 17
29,7 30. 4 3L3 i WEER6.9 | 27.1

and deposits.
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A law which is so universally observed as to have become a rule with
all the cautiously-managed bauks of the country should not be repealed
without full consideration. Carefully-prepared tables giving further
information regarding the reserves of the National Banks will be found
in the appendix to this report.

THE CHICAGO FIRE.

The great fire in Chicago, of October 8 to 11, 1871, should be men-
tioned among the noteworthy events of the year. The buildings occu-
pied by the eighteen national banks in that city were all totally
destroyed in the general conflagration, except one, and that one was
rendered untenantable for some weeks.

The amount of bills receivable held by these banks at that time was
more than twenty-one millions of dollars, and the indebtedness to cor-
respondents nearly nine millions, and to individual depositors about
seventeen millions, Tor a time it was thought that they were so
seriously crippled that they would be unable to resume business, and it
was proposed to open their doors with the offer of payment by install-
ments to their creditors. The conteuts of their vaults were, however,
rescued in good condition, and finally wise and prudent counsels pre-
vailed, owing largely to the presence aud advice of my predecessor.
Eight day% after the conflagration the banks obtained new offices in
dwelling-houses distant hom their former locations, and opened for the
tranbactlon of business. Instead of balances being largely drawn upon,
deposits flowed in freely from dealers and correspondents, and at the
close of the first day’s business the receipts were fouund to be consider-
ably larger than the disbursements. It was soon ascertained that the
immense losses anticipated upon bills receivable would not be expe-
rienced, and confidence was restored. The total loss arising from the
fire on discounted paper is estimated at about six hundred thousand
dollars, and the loss from the destruction of bank-buildings, furniture,
and fixtures, at about one hundred and seventy-six thousand dollars.
The banks, at the time of this disaster, had accumulated a surplus fund
exceeding one-fourth of their aggregate capital, and had at their com-
mand a reserve equal to more than thirty per cent. of their liabilities,
and consequently were able to resume business without embarrassment.
The wisdom of the sections of the law requiring an accumulation of sur-
plus and the holding of reserve could not be better illustrated.

By reference to the abstract of the condition of the national banks
of the city of Chicago, on page 38 of this volume, evidence will be
found of the steady increase of business in these banks during the past
year.*

* Since the above paragraph was written a great conflagration has taken place
in Boston, resulting in the destruction of from seventy to elghty millions of property.
The facts permmlng to the Boston banks were in many respects similar to those of
Chicago. Their aggregate capital was $48,900,000; their surplus, $11,440,000; their
bills recewable, $83 327,000; their deposits, $40 841 000, and their reserve, accmdmu to
the latest ofticial reports, alout tw enty-five per cent. of their liabilities. The bulldmos of
seven national bauks, out of forty-ninc transacting business in the city, were destroved
by the fire, but their cash assets were subsequently recovered. On the second day after
the commencement of the fire all the banks but one were represented at the clearing-
lrouse, and on the fourth day all of them had resumed business. The aggregate loss
upon bills receivable is estimated at from two and a half to three nillions of dollars.
The losses of the banks are chargeable to surplus, which was in excess of the require-
ments of the law, and it is not supposed that the regular dividends toshareholders will
be materially reduced by the disaster.
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USURY.

Charges have been made against several national banks during the
past year for receiving usurious rates of interest. These cowplaints
have been made not only against banks in the South and West, where
high rates of interest prevail, but also against banks organized in other
States, where the usurious rate charged was but slightly in excess of
the rate of six per cent., allowed by law. Section 30 of the act pro-
vides that when the amount of interest charged is greater than the rate
authorized by State law, twice the interest paid may be recovered by
the person paying the same; while section 53 provides that the frau-
chises of an association may be forfeited if the directors of a bank
knowingly violate the provisions of the act. The original national cur-
rency act of February 11, 1863, provided as a penalty for usury the for-
feiture of the debt, and section 50 of the same act also subjected the
rights, privileges, and franchises of an association to forfeiture for will-
ful violations of the act. It may be doubted, therefore, whether Congress
intended to impose a specific penalty involving the loss of the whole
debt, and then, in addition, subject the same bank to a forfeiture of
charter in a subsequent section, which is applicable to other violations
of law. I am informed by gentlemen who participated in the framing
of the present national currency act that the forfeiture of twice the
amount of interest was regarded as a sufficient penalty for such viola-
tious of law, aund, at the same time, a sufficient protection to bor-
TOWers.

These statements are confirmed by the act of April 22, 1870, *“An act
to amend the usury laws of the District of Columbia,” which provides
“that if any person or corporation in this District shall eontract to re-
ceive a greater rate of interest than ten per cent. upon any contract in
writing, or six per cent. upon any verbal contract, snch person or cor-
poration shall forfeit the whole of said interest so contracted to be re-
ceived, and shall be entitled only to recover the principal sam due to
such person or corporation.” It will be observed that the forfeiture of
the interest is the only penalty prescribed by Congress nearly six years
after the passage of the national currency act fov corporations and indi-
viduals in the District of Columbia.

The rates of interest fixed by State laws are not governed by any sound
economical or business principles. In three of the New England States*
usary laws are abolished, while in the remainder the rate has remained
for half a century at a uniform standard, which is less than the present
rate of the Bank of England. In Minnesota and Virginia, the rate is
limited to twelve per cent.; in Illinois, Wisconsin, and Missouri, to ten
per cent.; in Alabama and Ohio, to eight per cent., while in Pennsylva-
nia, Maryland, and Kentucky, the rate is fixed at six per cent. In New
York, the taking of an excess beyond the limit of seven per cent. forfeits
the whole debt, and subjects the creditor to fine and imprisonment. It
would be difficult to give any good reason why the rate of interest should
be limited to ten per cent. in the city of Washington, to six per cent. in
the neighboring ecities of Philadelphia, Baltimore, Wilmington, and
Raleigh, and to twelve per cent. across the Potomac, in Alexandria, and
in the capital of Virginia. Many of the States have practically repealed
their usury laws, while other neighboring States retain apon their statute-
books laws which are so continually evaded that they have become
obsolete. Savings-banks chartered by Congress, savings-banks, trust-

*The interest laws of Rhode Island, Massachusetts, and Connecticut will be found in
the Appendix.
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companies, and safe-deposit companies authorized by the legislatures of
almost every State of the Union, as well as private bankers, offer for
interest on deposits rates nearly equal, and sometimes exceeding the
ruling rates allowed by law; and under such circumstances it isdifficult
to control by legislation the rates of the national banks.

Self-protection stimulates even the most conservative banks to control
their own business and retain the accounts of dealers of long standing.
The rates of interest charged must correspond in some degree to the
supply of money and to the demand. If high rates are paid for depos-
its, it is with the expectation that the borrower will pay a rate corre-
spondingly ligh. Hence loans are made to those dealers who will leave
the largest proportion of the amount borrowed with the bank for the
longest period in the guise of deposits. Banks in New York charge
seven per cent., in Philadelphia and Baltimore, six per cent.; but their
loans are made chiefly to dealers whose average accounts show balances
continually on hand equal to one-eighth or one-fourth of the amount
borrowed ; while the banks in the South and the West not unfrequently
charge the ruling rate without regard to the account of the customer.
The expedients for violating the usury laws are so numerous that it
may well be doubted whether it would not be better for all parties to
allow the rate charged to be regulated by the state of the money mar-
ket. Under existing laws, in an easy money market, the rate not un-
trequently falls below that prescribed by law. If money is scarce, the
rate is nominally within the limit, but really regulated in accordance
with a previous understanding between borrower and lender.

There are no usury laws in Great Britain, or in the other commercial
Euaropean states; and the commonwealth of Massachusetts, oue of the
most prosperous and enlightened States of the Union, has recently abol-
ished* such laws; and it will be found, by reference to the table on
page 16, that the earnings of the banks in that State {or the four years
since the passage of the act, have been even less than in many of the
Eastern, Middle, and Southeru States, where the rate is fixed at six per
cent.

Mr. McCulloch, late Secretary of the Treasury, in his first report, as
Comptroller of the Currency, recommended a uniform rate of interest,
and expressed the opinion that Congress possessed the power to enact
such a law, under the constitutional provision of regulating commerce
amorg the several States. Congress alone has the power to coin
money and regulate the value thereof; and if it alone has authority to
issue and authenticate the paper currency of the country, there would
seem to be no good reason why it should not also provide for its free
circulation, which is now impeded by the ever-changing statutes of
forty ditterent legislatures.

The penalty for usury should at least be defined, and until this is done
the Comptroller will not feel himself called upon to institute proceed-
ings for forfeiture of the charter of a bank for usurious transactions,
when it is evident that the business of the association is conducted
legitimately and safely in other respects.

SAVINGS-BANKS.
The act of June 17, 1870, provides that savings-banks may be organ-

ized within the District of Columbia, under the provisions of' section 4
of the act ““to provide for the creation of corporations in the District

* Act of March 6, 1867,
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of Columbia by general law;” and a subsequent act exempfts trom tax-
ation the deposits of savings-banks in amounts less than $2,000. It is
claimed that, under this legislation, savings-banks, with capital paid
up in full or in part, may be established in the District of Columbia,
to be conducted for the benefit of the shareholders. The legistatures of
many of the States have authorized the establishment of similar insti-
tutions, which, under the act of Congress, are exempt from taxation on
deposits, while these identical deposits, if placed to the credit of savings-
banks in a national bank, as is frequently the case, are subject to a tax
of one-half per cent. per annum. Itis evident that Congress intended.
to discriminate in favor of those institutions which are organized for
the purpose of receiving and investing savings for the benefit of deposi-
tors, and not of shareholders.

The official reports of the savings-banks in New England show the
deposits at the close of the year 1871 to have been $312,333,479, or
more than three times the amonnt of the aggregate deposits in the
national banks. The deposits in the savings-bavks of the State of
New York, at the same date, were $267,905,866, a sum also considerably
in excess of the deposits of the national banks in that state. A large
portion of these are not properly savings-deposits. Savings-banks
in some portions of New England, New York, and Pennsylvania, as
well as other States, have recently become formidable competitors of
the national banks by offering much larger rates of interest for deposits
than is usunal in well-managed banks.

The proper functions of savings-banks are to make safe and judicions
investments of the funds intrusted to them, and at specified times to
divide the earnings among the depositors; but for the purpose of
attracting the deposits of business men and others, who would other-
wise do business with regularly organized banking institutions, the
castom prevails, to a large extent, of offering high rates of interest
for deposits before dividends have been earned. The result is that
savings-deposits are, to a considerable extent, endangered by invest-
ments in street-paper, in loans to the managers of such institutions,
and in speculative securities.

The savings-banks are among the most important business institu-
tions of the country, and they should be fostered and maintained ; but
at the same time they should be restricted to a legitimate savings-bank
business, and not allowed to encourage violations of usury laws nor to
be controlled by the personal interests of shareholders, managers, or
trustees. Frequent publications ot reports should be required and their
affairs subjected to rigid scrutiny froin time to time by competent exam-
iners. Special charters, with special privileges for savings-banks and
trust companies, should not be granted, but all such institutions should
be organized under general laws. The passage of such a law for the
District of Columbia, with judicious provisions, would be productive of
beneficial results and would afford an example, not only for those States
which have no enactments of this kind, but also for the older States,
whose present savings-bank laws are liable to great abuses.

LOCKING UP OF GREENBACKS.

The act of February 19, 1869, provides ¢ that no natioual bank-
ing association shall hereafter offer or receive United States notes
or national bank notes as security, or as collateral security, for
any loan of money, or for a consideration shall agree to withhold
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the same from use, or shall offer or receive the custody or pro-
mise of custody of such notes as security, or as collateral security
or consideration, for any loan of money.”

On the 5th of April last the Comptroller was advised that a bank in
the city of New York, with a capital of $1,000,000, and whose
average exchanges at the clearing-house did not exceed $300,000, was
that morning creditor at the clearing-house for $4,770,000. As it was
evident that this large credit was not the result of legitimate business,
the examiner was directed to malke an examination of the bank, which
was immediately doie, in connection with a member of the clearing-
house committee. From the examination, which was thoroughly and
carefully conducted, it appeared that deposits had been made in that
bank, by one individual, upon the morning of April 5, to the amount
of $4,100,000, the whole of which was drawn out upon the same day,
upon the checks of the depositor, in legal-tender notes, The president
of the bank denied that the bank had any interest in these transac-
tions, and there was no evidence of any loan, or of advances in any
shape, upon these deposits. Tlese transactions were the subject, sub-
sequently, of an investigation by the bank committee of the House of
Representatives, and, although it was clear that the spirit of the law
had been violated, no evidence could be obtained to warrant the com-
mencement of a suit for the recovery of the penalty prescribed in the
act referred to. The investigation undoubtedly had the effect to pre-
vent the repetition of similar transactions; no offenses of this kind, on
the part of any national bank, having since been brought to the atten-
tion of the Comptroller. :

The New York clearing-hounse association subsequently passed a reso-
lution declaring ¢ that the clearing-house committee be and is hereby
directed, whenever it appears, in its judgment, that legal-tender notes
have been withdrawn from use through the agency of any bank, mem-
ber of the association, to make an immediate examination of the bank
in question, and should there appear to be cowplicity on the part of
the bank or its officials, to suspend said bank from the clearing-house
until action of the association shall be taken thereon.”

The withdrawal of currency for illegitimate purposes has, however,
since been accomplished without the assistance of the banks.

The rigid enforcement of the resolution of the clearing-house will pre-
vent complicity on the part of the banks in such transactions ; and if the
New York stock-board and the leading banking-houses will unite with
the clearing house, aud refuse to transact business with unscrupulous
men, who do not hesitate to embarrass legitimate business for the purpose
of increasing or diminishing the values of stocks or bonds in which they
are temporarily interested, they can do more to prevent such operations
than any congressional cnactment.

INSOLVENT BANKS.

Twenty-one national banks, orgaunized in eleven different States,
with an aggregate capital of $4,236,100, have failed since the organiza-
tion of the system in 1863. The total circulation of these banks was
$2,942,793, of which $2,441,430 has been redeemed in full, leaving a
balance still outstanding of $501,363, which will also be redeemed, upon
presentation to the Treasurer of the United States, from the avails of
United States bounds held as security for that purpose. Of these banks,
five have been fiually closed, (two during the past year,) having paid
dividends to their creditors, as follows :
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|
{
. S Amount of . .
Name and location of bank. ‘%‘;p{’:";éggt g&%@ ;1!0:3 i (1]113 Dl;g}ffds Remarks.
|
‘ Por ct.
First National Bank, Attica, New York.! Apr. 14.1865 [ £50, 000 $122, 089 58 |Finally closed.
First National Bank, Medina, New York.! Mar. 13, 1867 50, 000 170, 165 38% (Finally closed.
Te'imessee National Bank, Memphis,i Mar. 21,1867 100,000 276, 932 171 [Finallv elosed
ennessee X 76, 932 L |Finally closed.
Croton National Bank, New York City.l Qct. 1,1867 | 200,000 170: 52 88;1 Finally closed.
First National Bank Keokuk, Towa..... i Mar. 3,1863| 100, 000 205, 256 68} |Finally closed.

Six national banks have failed daring the past year, as follows:

3 N Amount of |y«
Name and location of bank. AJP;T: etilggft (;233{511 [ 1 aims b n)x;lit“]r‘)ds Remarks.
proved. I
Per ct.
Ocean National Bank, New York City...| Dec. 13, 1871 {§1, 000, 000 $1, 280, 328 70
TUnion Square National Bank, New York | Dee. 15,1871 200, 000 157,120 100 Claimspaidin
it; ¢ fall
ity. all.
Eightk National Bank, New York City..| Dec. 15,1871 250, 000 373,936 50 Cz%sh on hand,
98,474, 62.
Fourth National Bank, Philadelphia..... Dec. 20,1871 200, 000/ 645, 558 100 |Claims paid in
P full r
ull.
Waverly National Bauk, Waverly, New | Apr. 23,1872 106, 100 54, 878 100 Claiirlls paidin
York. ull.
First National Bank, Fort Smith, Ar | May 21872 50, 000 7,633 |.coaaio.. (Cash on hand,
kansas. $13, 787. 95.

Of these banks, the Union Square National Bank, New York, the Fourth
National Bank, Philadelphia, and the Waverly National Bank, New
York, have paid tbeir creditors in full, a settlement, it is believed, with-
out precedent prior to the establishment of the national system, The
Eighth National Bank, New York, has paid a dividend of fifty per cent. ;
the Ocean National Bank, New York, a dividend of seventy per cent.;
and the receivers of the Ocean National Bank, and of the First National
Bank of Fort Smith, Arkansas, estimate that the creditors of both of these
banks will ultimately receive a dividend of one hundred eents on the
dollar. The remaining ten national banks which have failed are as
follows:

) . |
. . Amount of |y« |
Name and location of bank. | A(EI;«T;;T‘SE b (i%(mffl [ 1 aims Dl}: ;ﬁ{‘“d 1 Cash on hand.
proved.
Per cent.
Venango National Bank, Frauklin, Pa ...) May 1,1866 | $300, 000 $724,010 {.......... $100, 347 58
Merc(l}mnts’ National Bank, Washington, | May 8 1866 200,000 {............|.......... *37,371 00
D.C.
First National Bank, Selma, Ala......... Apr. 30,1867 | 100,000 303,071 |.......... 109,264 14
First National Bank, New Orleans, La...| May 20,1867 | 500,000 | 1,116,631 35 187, 670 76
National Unadilla Bank, Unadilla, N. Y..] Aug. 29, 1867 | 120, 000 126,760 |.......... 50, 447 39
Farmers and Citizens' National Bank, | Sept. 6, 1867 | 300,000 | 1,189, 000 92 13,937 89
Brooklyn, N. Y.
First National Bank, Bethel, Conn....... Feb. 28,1868 60, 000 68, 986 0 11 668 43
National Bank of Vicksburgh, Miss......{ Sept. 24, 1368 50, 00C 20,493 (.......... 12,375 11
First National Bank, Rockford, II1....._. Mar. 15, 1869 50, 000 65,875 |.......... 19, 404 01
First National Bank, Nevada, Austin....|{ Oct. 14,1869 250, 000 169, 314 50 53,159 65

* Also $50,000 United States six per cent. bonds, on deposit with Treasurer.
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The aggregate amonnt of claims proved against the seventeen national
banks which have failed; (excluding the four banks which were Govern-
ment depositories,) is $5,203,068; the average dividends, 693 per cent.; the
additional dividends to be declared are estimated at 14;% per cent. ; mak-
ing, in all, dividends in favor of creditors of 84;% per cent., which would
leave an average deficiency of 157 per cent. to be collected of share-
holders, as provided in section 50 ot the act.

A final dividend in favor of the Farmers and Citizens’ National
Bank, of Brooklyn, will be made during the present year, of about four
per cent., making, in all, dividends from the assets of ninety-six per cent.
A final dividend of about forty per cent. in favor of the creditors of the
National Unadilla Bank is delayed by a clain in litigation for the valne
of the bonds deposited as security for circulation in excess of the amount
required to redeem its eirenlating notes, which will probably go to the
Supreme Court for final adjudication. An assessment has been made
upon the shareholders of the National Bauk of Bethel, ot 154 per cent.,
which, if collected, will pay the creditors in tull, without interest, up to
the date of the appointment of the receiver. A dividend of more than
thirty per cent. will also soon be declared in favor of the creditors of the
First National Bank of Nevada. The affairs of the Eighth National
Bank of New York, and of the First National Bank of Rockford, Illinois,
are involved in litigation, and the date of the final closing of their affairs
is uncertain.

The Venango Mational Bank of Franklin, Pennsylvania; the Mer-
chants’ National Bank of Washington, District of Columbia; the
First National Bank of Selma, Alabama, and the First National Bank
of New Orleans, were United States depositories. The final dividend
in favor of the creditors of the First National Bank of Vicksburg has
been nnexpectedly delayed by the recent presentation of a claim of the
United States for money alleged to have been illegally deposited by the
collector of internal revenue of that distriet, in the year 1868, Since
that time no losses have occurred to the Government by deposits made
in the national banks, although many millions of dollars have been con-
tinually on deposit with banks which are designated as depositories.
The three first-named banks, at the time of their failure, had a large
amount of Government funds on deposit.

The fifth section of the act of March 3, 1797, provides “that when any
revenie officer or other person hereafter becoming indebted to the United
States, by bond orotherwise, shall become insolvent; or where the estate
of any deceased debtor, in the hands of execators or administrators, shall
be insufficient to pay all the debts due from the deceased, the debt due to
the United States shall be first satisfied; and the priority hereby estab-
lished shall be deemed to extend as well to cases in which a debtor, not
having sufficient property to pay all his debts, shall make a voluntary
assignment thereof, or in which the estate and effects of an abseconding,
concealed, or absent debtor shall be attached by process of law, as to
cases in which an act of legal bankruptey shall be committed.”

The Treasurer of the United States claims, under this act, that all
deposits in these banks at the timme of suspension, belonging to the
United States, whether deposited to its credit directly, or to the eredit
of its disbursing officers, with interest thereon from the date of the
failure of the bank, are entitled to priority of payment.

In the case of the First National Bank of New Orleans, other ques-
tions have arisen. At the date of its suspension the bank wasin charge
of officers of the Government, who were also engaged in the settlement
of the accounts of a defaulting ex-assistant treasurer of the United
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States. The nominal balance to the personal credit of this individual
upon the books of the bank was $315,77%.10,and a certified check for this
amount was taken from him, and about $94,000 collected upon it. The
Government holds this check, and c¢laims that the balance uncollected
shall have priority in payment, the same as if thut amount had been
on deposit to the credit of the United States. The creditors of the bank,
on the other hand, claim that, at the time of the suspension, the bank
Leld legal offsets, and that there was really no balance due upon the
check held by the Government. The receiver concurs in this opinion,
and if the claim should be presented to him in the usual way for settle-
ment, it would be disallowed. :

Unsuceessful attempts have been made to obtain a final decision in
the Supreme Court of the United States upon these questions, owing,
in part, as is believed, to defects in the present act. A large amount of
funds has been on deposit with the Treasurer for the last three years,
which will be distributed among the creditors as soon as a decision of
the court can be obtained upon these points,

Section 50 of the national currency act provides that the Comptroller
shall make a ratable dividend upon all claims which may be proved to
his satisfaction or adjudicated in a court of competent jurisdiction ; and
this is the only existing provision in reference to the method of pro-
cedure in the proving of claims against an insolvent bank. The law
should be so amended as to define the duties of the Comptroller and of
the receiver in proving claims and in prescribing the mode and manner
of referring conflicting interests to the proper tribunal for final arbitra-
ment. A bill for this purpose was introduced into the last Congress,
reported by the Bank Committee, and referred to the Judiciary Com-
mittee of the House of Representatives. The passage of this bill will
facilitate the settlement of the affairs of these banks, and simplify the
method of procedure in all cases of insolvent banks.

An amendment is also suggested giving authority for the return of the
assets of an insolvent bank to an agent of the shareholders upon
their unanimous request, after full payment shall have been made to
the creditors of the bank.

Where dividends are delayed by reason of protracted litigation, pro-
vision should also be made for the investment of the funds on deposit
with the Treasurer in interest-bearing securities.

SURPLUS AND SPECIE,

The law requires that every national bank shall carry one-tenth part
of its profits to surplus-fund account before the declaration of a dividend,
until the same shall amount to 20 per cent. of its capital stock. This
wise provision has been generally observed, and the returns show that the
banks now have a surplus of more than one hundred millions of dollars,
and considerably more than one-fifth of their capital in surplus account.
The act also limits the liabilities of any association, person, company,
or corporation, for money borrowed, to one-tenth of the capital stock paid
in. The Comptroller recommends that this limit be extended to one-
tenth of the capital and surplus, which will have a tendeney to increase
the surplus fund beyond the limit required by the law.

Banks have hitherto been in the habit of reporting, as specie, checks
payable in coin, The resultis to give an erroneous aggregate of the
amount of coin held by the banks, the same amount being reported by
the bank holding the coin and the bank holding the check. 1In the
present statement, and in all future statements, the item of ¢oin will in-
chide only actual coin and United States coin certificates which are
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The following table will exhibit the aggregate amount of specie held
by the national banks at the dates mentioned, the coin, coin certifi-
cates, and checks payablein coin held by the national banks of the city
of New York, being stated separately. The country banks have not
herctofore separated coin and coin certificates in their reports:

Held by national Lanks iz New York City.

Held Ly other
Date. T. S. coin | Choek g a %{i onalf Aggregate.

N . 8. coin | Cheeks pay- anks,
GCoin, certificates. { able in coin. Total.

Oct.  5,1868... .51, 698, 623 24 | §6, 300, 140 1%1,536, 353 66 | $9, 625, 116 90 | $3, 378, 596 49 { $13, 003, 713 39
Jan. 4,1860....0 1,902,769 48 | 18,038, 520 | 2,348,140 49 | 22, 289, 429 97 | "7,337,320 29 | 29, 626, 750 26
April17,1869... | 1,652 575 21 | 3,720,040 | 1,460,826 64 | 6,842, 441 85 ] 3,102,000 30 § 9, 944, 532 15
June 12,1869 ...} 2, 542 533 96 | 11,953, 680 | 975, 015 82 | 15,471,220 78 | 2,983,860 70 | 18, 455,090 48
Oct. 9,1869....1 1,792,740 73 | 16, 897, 900 | 1,013, 948 72 | 10,704,580 45 | 3,297,816 38 § 23,002, 405 33
Jan, 22, 1870....] 6,196,036 20 | 28, 501, 460 | 2,190, 644 74 | 36, 888, 141 03 { 11,457,242 60 { 48, 345, 383 72
Mar. 24,1870 ... 2,647,908 39 | 21,872, 480 | 1,060, 094 30 | 25, 589, 462 69 | 11,507,060 75 | 37, 096, 543 44
June 9,1870....] 2,942, 400 24 | 18, 660, 920 | 1.163, 905 88 | 22, 767, 226 12 | & 332,211 66 § 31,009, 437 78
Oct. 81870....0 1,607,742 91 | 7,533,900 | 3,994, 006 42 | 13, 135, 649 33 | 5,324,362 14 | 18, 460,011 47
Dec. 28 1870... § 2,268 561 06 | 14, 063, 540 | 3.748, 126 87 | 20, 080, 248 83 1 6,227,002 76 | 26,307, 251 59
Mar. 18,1671._..] 2,982 155 G1 | 13,099, 720 | 3,820, 881 64 | 19, 911, 757 25 5 25,769, 166 64
April 29, 1871... § 2,047,930 71 | 0,845,080 | 4,382, 107 24 | 16, 275,117 95 [ 6, 456,000 07 § 22, 732, 027 02
June 10,1871....] 2,249,408 06 | 9,161,160 | 3.680, 854 92 | 15, 091,422 98 | 4,833,532 18 | 19, 924, 955 16
Oct.  2,1871._..0 1,121,869 40 | 7,590,260 | 1,163,628 44| 9,875,757 84 | 3,377,240 33 | 13, 252, 998 17
Dec. 16,1871....8 1,454,930 73 | 17, 354, 740 | 4,255,631 39 | 23,065,302 12 | 6,520,097 44 [ 29, 505,299 5¢
Feb. 27,1872... 41,490, 417 70 | 12,341,060 | 3,117,100 90 | 16, 948, 578 60 § 8,559,246 72 { 25,507, 825 32
April 19,1872, .1 1,898, 659 74 | 10, 102, 400 | 4,718, 364 25 | 16, 646, 423 99 | 7,787,475 47 | 24, 433, 899
June 10, 1872... | 3,762,900 64 | 11,412,160 | 4.219, 410 52 | 10, 414,480 16 | 4,842, 154 98 § 24, 256, 644 14
Oct. 3,1872...4 920,767 37 | 5,454,580 |eerernmennns 6,375,347 37| 3,854,400 42 ] 10,220,756 79
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SHINPLASTERS.

The State of Alabama has issued for some years past, in the form
and similitude of bank notes, of five different denominations, certificates
which read as follows :

% The State of Alabama: Receivable as five dollars in payment of all
dues to the State. Montgomery, May 1, 1867.
(Signed) ——— ———— Governor.
(Signed) ———— ———— Comptroller of Public Accounts.”

On the reverse:

“ Receivable in payment of taxes and all dues to the State. Issued
under the provisions of the act entitled ¢ An act to provide for the
issue of certificates or receipts by the State,” approved February 19,
1867. The credit and faith of the State of Alabama are pledged for
the redemption of this certificate or receipt, as provided for in such
act.”

A circular was also issued by the governor of Alabama, on July
24, 1867, and is still in circulation, which states that an opinion has
been obtained from the Attorney-General of the United States that
such receipts or certificates are not subject to the tax of ten per cent.
imposed upon the notes of State banks by the act of March 3, 1865,
and recommending the co-operation of banks and bankers in giving
circulation to the issues referred to. The Constitation of the United
States provides that no State shall emit bills of credit, and it has been
held by the Supreme Court of the United States, in a famous case,*

* Briscoe vs. Bank of Kentucky, 11 Pet., 267,
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that a note of cireulation ¢ issuned by a State, involving the faith of the
State, and designed to cirenlate as money on the credit of the State, in
the ordinary course of business,” is a bill of eredit. Other decisions of
the Supreme Court hold * that certificates issued by a State in sums
not exceeding ten dollars nor less than fifty cents, receivable in pay-
ment of taxes, the faith and credit of the State being pledged for their
redemption, ave Lills of eredit within the prohibition of the Constitu-
tion.”*

It is clear, therefore, that such certificates ave bills ot ¢redit, and pro-
hibited by the Coustitution. Savings-banks, railroad, mnnicipal, and
other corporationsin the States of I'lorida, Georgia; and other Southern
States havefollowed the e\'(unplc of the State ot Alabama, and have issned,
and are still issning, a large amount of similar cirenlation, some in the
form of receipts and certifica wtes, and others in the form of railroad tickets,
but all issued in the form and similitnde of bank notes, and intended to
circulate as mouney. 'There is no law in existence to prevent the circu-
lation, and no legislative provision for the enforcerent of the constitn-
tional prohibition of such issues. The act of July 17, 1862, makes it
i penal offense ¢ to make, issue, civeulate, or pay any note, cheek,
memorandum, token, or other obligation for a less snm than one dollar,
intended to circulate as money, or be received or used in lieu of lawful
money.” It is recommended that this act be so amended as to prohibit,
absolutely, the issue of such civeulation, and thus prevent great ulti-
mate loss to the people, among whom sneh notes are now obtaining
oxtensive credit.

A few national banks have gone into liguidation and reorganized as
State banks, retaining their national title. State savings- 1).111L> and
private companies have also assumed the title of ¢ national.” These
corporations and companies ercet large sigus over their doors, issue
conspicuous advertisemments, and obtain recoguition in the connterfeit
detectors among lists of national banks, thus transacting husiness under
false colors, w luph of itself, should be ‘wllﬁl(‘lult to put all business men
upon their guard. Such 1l)ll§(,‘s should, however, be prohibited, and
the € mnptmller recommends the 1»;\:&'&:1::0 of an u,(sb prolibiting the use
of the word ¢ national 7 as a title tor banks other than those ovganized
under the national curreuncey act.

He also recommends that all ofiicers of national banks, and all Gov-
ernment depositaries, be required to stamp the word ¢ counterfeit ” or
“illegal 7 upon all counterfeit and nnanthorized issues presented at their
connters.

BAXKS OF CIRCULATION,

The national currency act is, to a certain extent, deficient in a pro-
vision for the prompt closing up of national banks pursuing an illegiti-
mate business. These banks are of two classes,  One class organize or
attempt to organize and pay up their capital stock with the notes of’
shareholders instead of cash capital, as required by law., A few such
rases have been foreed into liquidation by withholding the issue of cir-
culation, and in oue instance the Solicitor has been requested to bring s
suit for the torfeitnre of charter for willful violation ot law. ax provided
in section 53 of the act. In all similar cases hereafter proceedings will
be comwmenced for alike purpose. In other cases, banks w lndl have
lost a large portion of their capital refuse to go into liquidation, trans.
acting no business, but in other respects 0011101 m to the 1'(,(1111101110'1ts of

*(,1:11"2\ \Ilbbﬂllll 4]‘« L4105 I)nnp 75, \Il\*()llrl.; lvt 4(.

- H. Ex 3——-¢
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the law, for the purpose of reeciving the interest upon their bonds. The
stockholders of these banks, in some instances, have the means to
restore the capital, but refuse ; in others, a portion of the sharelolders
desire to pursue a legitimate business, but another portion refuse to
respond to assessments. The Comptroller respectfully recommends
that in thesc cases authority be given to withhold the interest upon the
bonds, and to commenee proceedings for the forfeiture of charter, and
that a penalty be imposed. These cases are not numerous, but a remedy
is needed to terminate the existence of such associations, and no penalty
is too severe for this evasion of the law. With proper legislation, and
the co-operation of banks doing a legitimate business, an example may
be made of illegitimate institutions, which will prevent the organization
of banks without the full amount of capital paid up in cash, as required
by law.
EXAMINATIONS.

It is the intention of the Comptroller that ¢very national bank shall
be thoroughly examined once a year by a competent bank examiner.
Every director and shareholder is personally interested in these exam-
inations, if properly conducted. No well-managed bank will object to a
confidential scrutiny of its affairs, but will welcome at all times, as is
generally the case, a competent and courteous agent of the Depart-
ment. Many valuable suggestions may be obtained from the experience
of an intelligent examniner, and, in not a few instances, banks have been
saved from rnin by timely interference in the correction of abuses. 1In
some instances information is received at this office of violations of law
which eall for special examinations, but which cannot be made because
there is no means of paying the expense of conducting such examina-
tions. If the bank is found in fault, it will respond to an assessment ; if
not, it shrould not be subjected to an expense not authorized by laW.
Thc Comptroller, therefore, respectfully asks for an appropriation of
£3,000, in order that he may at all times be free to pursue such inquiries
as he shall consider expedient for the protection of the creditors of such
associations. Prompt action in cases of this kind is very desirable, and
the expense incurred is trifling when compared with the public interests
involved.

MUTILATED CURRENCY

Section 24 of the act provides that the worn-out and mutilated circu-
lating notes of the national banks ¢“shall be burned to ashes in the
presence of four persous, one to be appointed by the Secretary of the
Treasury, one by the Comptroller of the Currency, one by the Treasurer
of the United States, and one by the association, under such regulations
as the Secretary of the Treasury may preseribe.” From the organiza-
tion of the system in 1863 to November 1, 1872, 886,695,305, more than
one-fourth of the whole amount issned, has been rot.nrne(l to this office
for destruction, as follows:

Previous to November 1, 12656, . .. ... oo %175, 490
During the year ended October »l TR60 - oo e 1,050, 382
_I)uring the year ended October ‘ﬂ IR67 o el 3,401,423
During the year ended October 31, RGN L. i 1,602,825
During the year ended October 51, 1869 .. ... ..o ... ..ol B 603,729
During the year ended October 31, 1870 ... ..o 14,805, 689
During the year ended October 31, 1871 . L I Y W Y
During the year ended October 31, IST2 ... .. oo L. {O, ‘311 720

It is probable that the amount of mutll ited uurl’uwy to be returned
Lerveafter for re-issue will exceed thirty millions of dolars annually, and
that the whole amount of national-bank cireulation will be re-issued as
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often as once in ten years.  in additiounal foree will be required for the
careful performance of this duty.

No effort will be sparcd by the Comptroller to have the provision of
the law in reference to the burning of mutilated notes and the prompt
issne of new nofes in their place strictly excented; and the national
banks of the country are urged to send forward such notes as frequently
as possible, in order that the currency of the country may be kept in
the best possible condition. The officers and depositaries of the United
States can render efficient serviee in purifying the currency, by sorting
out all mutilated notes of the national banks and presenting the same
to their agents in New York City and elsewhere, for redemption.

THY OIFTFICL.

The force ol this office consists of the Deputy Comptroller, fitty-six
male clerks, and twenty-eight female clerks. The work ot the office is
soutinually increasing, More than twelve thonsand reports of national
banks are received annually and carefully serutinized. More than one
hundred million dollars of United States bonds have been received,
transferred and deposited with the Treasnrer during the past year, and
twenty-five millions of dollars of bonds have been withdrawn and sur-
rendered to the banks., Thirty millions of dollars of mutilated currency
hiave been received, counted, and destroyed, and fifty-two millions of
dollars of new currency issued to the banks. Many thousands of com-
munications are annually received and promptly auswered. If any suc-
cess shall attend the administration of the responsible duties of the
office, the Comptroller will be in & large measure indebted to the indus-
try and efficieney of the Deputy Comptroller, of tlie competent corps of
examiners, and of the chiefs of the different divisions, and to the services
of experienced clerks, who have assisted him in the discharge of these
duties. A re-organization of the office, with increased pay corresponding
to the responsibility of the different positions, would be a proper recog-
nition of services which have toolong been well performed without cor-
responding compensation.

APPENDIX.

Special attention is called to the carefully prepaved tables contained
in the appendix, exhibiting the aggregate resources and liabilities of all
the uational banks, yearly, for the last ten years; to tables showing
their condition during the present year, for five different periods, ar-
ranged by States and redemption citics, and separate statements of
every bank of the Union upon the third day of Oectober ultimo; also to
tables exhibiting the different kinds of funds held as reserve ; the divi-
dends and carnings of the national banks, by States and cities, semi-
annually, from March 1, 1869, to Augast 51, 1872 together with lists of
insolvent banks, and banks which have gone into voluntary liquidation,
and theamounts and different kinds of United States bouds deposited with
the Treasureras security forcirculating notes. The appendix also contains
an exhibit of the capital and dividends, semi-annually, for two years, of
onc hundred and sixteen of theleading banks ot Great Britain and Irveland ;
and the interest laws of Rhode Island, Massachusetts, and Connecticut.

A table of contents will he found on the succeeding page.

’ JOHN JAY KNOX,
Comptrolley of the Currency.
Hon. Jaues G, BrLaiNg,
Speaker of the House of Repyesentetives.
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TREASURY DEPARTMENT,
OFFICE OF THE COMPTROLLER OF THE CURRENCY,
Washington, November 28, 1873.

SIr : I have the honor to submit for the consideration of Congress,
in compliance with section sixty-one of the national currency act, the
following report :

The first national bank, under the act of February 25, 1863, was or-
ganized in Philadelphia June 20, 1863,* and the first circulating notes

. were issued December 21 of the same year. Since that time 2,129 na-
tional banks have been organized, 32 of which have failed, and 117 gone
into voluntary liguidation by a vote of two-thirds of the shareholders,
under section 42 of theact. During the lastyear 68 banks have been or-
ganized, 11 have failed, and 21 have gone into voluntary liquidation,
leaving 1,980 in existence on November 1, 1873,

. *The first proceedings in the Congress of the United States in reference to the estab-
lishment of a bank were June 21, 1780, at which time a committee of three was appointed
to confer with the inspectors and directors of the proposed banlk, which committee, on
June 22, 1780, reported as follows:

‘Whereas a number of patriotic citizens of Pennsylvania have communicated to Congress a liberal
offer, on their own credit, and by their own exertions, to supply and transport 3,000,000 rations, and 300
hogshends of ram, for the use of the Army, and have established a bank for the gole purpose of obtain
ing and transporting the said supplies with the greater facility and dispatch; and whereas on the one
hand the associators, animated to this lanaable exertion by a desire to relieve the public necessities,
mean not to derive from it the least dpecuniary advantage ; 8o, on the other, it is just and reasonable
that they should be fully re-imbursed and indemnified : Therefore, . i

Resolved, unanimously, That Congress entertaiu a high sense of the liberal offer of the said associa-
tors to raise and transport the beforementioned supplies for the Army, and do accept the same as a dis-
tinguished proof of their patriotism. .

Resolved, That the faith of the United States be, and the same hereby is, pledged to the subscribers
to the said bank, for their effectual re-iinbursement in the premises. * * *

The proposed bank of 1780 was completed by the act of incorporation of 1781 of the
Bank of North America. This bank was converted from a State bank to a national
bank December 8, 1864.
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The following table exhibits the resources and liabilities of the
national banks at the close of business September 12, the date of their
last regular report—the returns from New York City, from otherredemp-
tion cities, and from the remaining banks being given separately :

vt | Other redemp-
New York City. . -2 £ | Country banks, Aggregate.
48 banks, {l’d(iuba(;}}:l;s. 1,747 banks. 1,976 banks,
Resources.

Loans and discounts ..eeeeeeennn... 5199, 160, 887 79 $262, 523, 070 82 $478, 549,345 61 |  $940, 233, 304 22
Overdrafts .. 189, 459 04 594 439 05 | 3,209,914 03 3, 986, 812 12
T. S. bonds to secure cir ..-| 33,870,100 G0 | 89,591,050 00 | 264, 369,250 00 388, 330, 400 00
U. 8. honds to secure deposits...... 650, 000 00 3,026,000 00 | 11,129, 000 CO 14, 805, 000 00
U. S. bonds and securities on hand. 3, 332, 400 00 1,707, 400 00 3, 185, 050 00 8, 824, 850 00
%thexfstocks,élond!sand lz‘nlortgages. 4,552,797 40 4,736,037 68 | 14,420,199 45 23,709, 034 53

ue from redeeming and reserve
-3 11 32,279,436 51 | 63,854,684 15 96, 134, 120 66
Due from other national banks..... 15,740, 765 99 | 10,976,836 48 | 14,696, 017 59 41, 413, 680 06
Due from other banks and bankers.| 2,077,286 04 3,335, 728 30 6, 609, 859 07 12,022, 873 41
Real estate, furniture, and fixtures. 8, 469, 984 33 8,601, 528 75 17,590,310 13 34, 661, 823 21
Current €Xpenses...ccecveeecenaan.. 905, 622 11 2, 380, 410 80 3, 699, 404 08 6, 985, 436 99
Premiums coocvivnieninenn.. 766, 179 69 1, 629, 330 56 5,356, 773 62 7,752, 843 87
Checks and other cash items... 2,038,769 53 1,908, 342 89 7, 466, 300 80 11, 433,913 22
Exchanges for clearing-house .. 67,897,740 69 | 21,028,262 €4 |ieneeerennonnnn. 83, 926, 003 53
Bills of other national banks....... 2,618,583 00 | 4,955,579 00 | 8,502, 644 00 16, 076, 206 00
Bills of State banks. cevveervooinenfoieineacnncanan 11,211 00 15, 826 00 21,037 00
Fractional currency...ceecveeevaan.- 338,394 32 535, 538 90 1, 428, 841 04 2,302,774 2
SPecie ....oiiiciniiinniiaiiaaaas 14, 585, 810 55 3, 210, 970 07 2,071, 688 83 19, B6R, 469 45
Legal-tender notes........oove.o... 21,468, 530 00 | 28,599,403 00 | 42,279,728 00 92, 347, 663 00
gl S. certiﬁicates Oft (Leposit ......... 10, 210, 000 00 7, 550, 000 00 2, 250, 000 00 20, 610, 000 00
earing-house certificates.........feocciiiecnnan. 175,000 00 feeceeonoonnaaan. 175, 000 00
Totals .ovveeeenneaiiinn e, 389, 486, 310 48 | 489, 356, 698 65 | 951, 184, 836 40 1, B30, 627,845 53

Liabilities.

Capital 860eK - - oeoneneiiiciiaanans 70, 235,000 00 | 127, 164, 985 00 | 293, 672, 631 00 491, 072, 616 00
Surplus fund.....ccoeemenniinnaa.. 21,923,211 45 | 32,470,516 15 G5, 920, 771 00 120, 3143, 499 20
Un(l_n'l(led profits.cocee. ... ceeaee 11, 210, 470 03 12,764,472 21 30, 540, 189 52 54, 515,131 16
National bank notes outstanding ..| 27,482,342 00 | 77, 800, 560 00 | 233, 798, 897 00 339, 081, 799 00
State bank notes outstanding...... 146, 525 00 207,127 00 835, 201 00 1, 188, 853 00
Dividends wnpaid.................. 205, 979 60 320, 700 03 875, 868 26 1,402, 547 89
TIndividual deposits - cveevnaena. ... 167, 512, 662 74 | 172, 063, 102 29 | 283,107, 798 26 622, 685, 563 20
U.S.deposits eeenveervennnnnii.. 296, 877 39 1,496,332 71 6, 036, 117 63 7,829,327 13
Deposits of U. 8. disbursing officers. 40,297 13 1, 326, 7153 51 6, 131, 509 49 8, 068, 560 13
Due to national banks ............. 72,257,769 25 | 43,649,018 01 17,765, 945 68 133, 672, 732 94
Due to other banks and bankers...{ 18,113, 050 50 15, 469, 278 28 5,715, 819 36 39,298,148 14
Notes and bills rediscounted ... ..{............. ... 1,349, 053 38 4,638,458 18 3, 987, 512 36
Billspayable...coeenanann.. 62,125 39 3,212,799 28 2, 145,629 42 5, 480, 554 09

Totals

389, 486, 310 48

489, 356, 698 65

951,784, 836 40

1,830, 627, 845 53

* The redemption cities, in addition to New York, are: Boston, Albany, Philadelphia, Pittsburgh,
Baltimore, Washington, New Orleans, Louisville, Cincinnati, Cleveland, Chicago, Detroit, Milwaukee,

Saint Louis, and San Francisco.

DISTRIBUTION OF THE CURRENCY.

The act of February 25, 1863, and the subsequent acts of June 3,
1864, and March 3, 1865, authorize the issue of three hundred millions
of circulating notes to national banks to be organized under the provis-
ions of those acis, one hundred and fifty millions of which were required
to be “apportioned to associations in the States, in the District of Co-
lumbia and the Territories, according to representative population, and
the remainder among associations formed in the several States, the Dis-
trict of Columbia and the Territories, having due regard to the existing
capital, the resource and business of each State, District, and Terri-

tory.”

The whole amount of currency authorized by these acts was issued to

national banks during the four years following.
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The following table exhibits the apportionment of the whole amount
of circulation authorized by law ($354,000,000) to the different States
and Territories, upon the basis of population and wealth as given in the
census returns of 1870, together with the amount outstanding and
authorized, and the excess and deficiency:

i < Outstanding
.| Apportion- | Apportion. | Aggregate o
Btates m;d Territo ment on Il;})ent on npgi)orbion. ?zne?l é"l‘;‘g:;l’;' Excess. | Deficiency.
Hes. population.| wealth. ment. tion
MAine .oceeeerennnn. $2,877,818 | $2,053,200 | $4,931,018 |  $8, 029,252 | $3,098, 234
New Hampshire ....| 1,461 138 1, 486, 800 2,947, 933 4,624,525 | 1,676,587 |-
Vermont...... 1, 517,376 1, 380, 600 2, 897, 976 6, 932, 030 4, 034, 054 |.
Magsachusetts 6, 689, 889 12, 549, 300 19, 239, 189 59, 523, 671 | 40,284, 482 |.
Rhode Istand . - 997, 147 1, 752, 300 2, 150, 047 13, 385, 840 | 10,633, 793 |.
Connecticub......... 2, 467,152 4, 566, 600 7, 033, 152 17, 494, 648 | 10, 960, 896
Total Eastern
tates ...... 16, 011,120 23, 788, 800 39, 799, 920 110, 489, 966 | 70, 690, 046
New York .......... 20,118, 813 38, 267, 400 38, 386, 213 60, 976,006 | 2, 589, 793
New Jersey.. - 4,139, 382 5, 540, 100 9, 649, 482 11, 026, 890 1,327,408 |.
Pennsylvania . 16,167,317 | 22,425,906 | 38,593,217 | 42,055,781 | 3, 462, 564 |.
Delaware .... . 573, 813 566, 400 1, 140, 273 1, 296, 615 156, 342 |.
Maryland ..oveee..o. 3,534, 651 3, 187, 800 7, 372, 451 9,252,847 | 1,880,396
Total Middle
States -..... 44,604,036 | 70,587,600 | 115,191,636 | 124,608,139 | 9,416,503 |............
604, 560 743, 400 1, 347, 960 1, 530, 091 182,131 J.ooeenieennn
5, 624, 042 2, 407, 200 & 031, 242 3, 902, 342 $4, 128,900
2,029, 041 1,115, 100 3, 144, 141 2, 360, 307 |. 783, 834
4,918, 022 1, 539, 900 6, 457, 922 1, 819,300 |. 4, 638, 622
3,239, 045 1,221, 300 4, 460, 345 2,319,500 |. 2, 140, 845
5, 435, 587 1, 575, 300 7,010, 387 2, 365, 605 |. 4, 645, 282
861, 846 263, 500 1,127, 346 90, 000 1,037, 346
4, 576, 646 1,185, 900 5,762,546 | . 1,541,133 4,221,413
Mississippi 3, 800, 529 1, 239, 000 35,039, 529 5, 876 5, 633, 653
Louisiana . 3, 336, 863 1, 893, Y00 5, 230, 763 3, 646, 870 1, 583, 893
Texas...... 3, 157, 640 938, 100 4, 695, 740 930, 960 3, 764, 180
Arkansas .. 2,223, 936 920, 400 3,144, 336 192, 495 2,951, 841
Kentucky . 6, 064, 027 3, 557, 700 9, 621, 127 1, 637, 900 1,983, 827
Tennessee . 5,771,118 2, 938, 200 8,715, 318 3, 341, 736 3,373,582
MiBSOULT «annnaennns 7, 901, 509 7,557,900 | 15,459, 409 6, 476, 193 8, 983, 216
Total Sounthern
and South-
western States,| 60,150,411 | 29,008,800 | 9,249,211 | 38,160, 308 182, 131| 51,271,034
Ohio..... 12,234, 7126 13, 151,100 25, 385, 826 23, 870, 370 $1, 509, 456
JIndiana 7,714, 871 7, 469, 400 15,184,271 14, 706, 415 471, 856
Jllinois . . 11, 659, 230 12, 496, 200 24, 155, 430 17, 824, 209 6, 331, 221
Michigan .. 5, 435, 357 4, 230, 300 9, 663, 657 7, 483, 043 2, 180, 614
Wisconsin . 4, 841, 403 4,141, 800 8, 983, 203 3,253, 316 5, 729, 887
Jowa._._.... 5, 481, 081 4, 230, 300 9,711, 381 3, 674, 385 4, 036, 996
Minnesota . 2, 018, 445 1, 345, 200 3, 363, 643 3, 330, 414 33,
Kansas .... . 1,672, 754 1,115,100 2, 187, 854 1, 825, 496 962, 358
Nebraska . o......... 564, 592 407,100 971, 692 209, 500 162, 192
Total Western
States ...... 51, 622, 459 48, 586, 500 | 100, 208, 959 8,785,148 | .. .o....... 21, 423, 811
Nevada ..o..venannn. 195, 052 177, 000 372, 052 11, 864 360, 188:
[071:7-01) | DN 417, 317 300, 900 718, 277 225, 000 493, @711
California .... ...... 2,571, 183 3, 152, 400 6,324,183 |. ..ol 6,324, 183
Colorado . 182, 993 123, 900 306, 893 538, 995
Utah. . 398, 386 82, 500 486, 886 419,829 |.
Jdaho .. . 68, 852 35, 400 104, 252 90, 000
Montana 94, 540 88, 500 183, 040 259, 000
Wyoming. . 41,855 35, 400 77,255 72, 000 5
New Mexico 421, 742 194, 700 616, 442 270, 000 346, 442
Arizona.... 44, 334 17,700 62,034 f..... . .ieaao. . 02, 034
Dakota .. P 65, 096 35, 400 100, 496 45,000 |. 55, 496
‘Washington ........ 109, 964 88, 500 198,464 [ o..alion 198, 464
Total Pacific
States and
Territories. . 4,611,974 4, 938, 300 9, 550, 274 1, 924, 688 301, 062 7, 926, 648
Grand tetal of
States and TETET
Territories....| 177,000,000 | 177,000,000 | 354,000,000 | 353,968,249 | 80,589, 742 | 80, 621, 493
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The following table exhibits the number of banks organized, the
number closed and closing, and the number in operation, with their
capital, amount of bonds on deposit, and circulation issued, redeemed,
and outstanding, in each Stateand Territory, on the 1st day of November,

1873:
. ]
B 1w
S 1 S| & ' .
S| & . . : sirculat’n
ftort er | =g g | Capital | Bonds on | Circula- |Circulat'n G
States and Territories. | i é‘ 3 E %;% paid in. | deposit. |tionissued.|redeemed. pul;stand-
g L &% g ng.
o
MATDO «emnenenocrannann 65| 2| 63| $9, 540, 000! $8, 880, 750,$10, 392, 106| $2, 362, 854| $8, 029, 252
New Hampshire . .. 43 1| 42 5185000 5, 163,000 5 967,755 1,343,230 4,624,525
Vermont........... 44| 2 420 8,335,012 7,736,000 8 909,990, 1,977, 960| 6,932 030
Massachugetts 220! 3|

3| 217 91,342, 000] 67,346,750 83,956, 110} 24, 432, 439] 50, 523, 671
Rhode Island ...... R - 62| 20, 504, 800! 14, 981, 700| 18, 084, £00| 4, 698, 960| 13, 385, 840

Connecticat. . ... . o 833 80| 25, 3¢4, 620) 20, 306, 800| 24, 550, 990| 6, 556, 342 17, 994, 648

Total Eastern States..| 517, 13  506(160, 291, 432124, 415, 000[151, 861, 751| 41, 371, 785|110, 489, 966
New YOrk .ouennrenennens 321l 45 276/110, 654, 691] 69,025, 450| 98, 508, 160| 37, 532, 154 60, 976, 006
New Jersey. ... | Tesl 1] 62| 13,958, 350] 12, 389, 650] 14,508, 873 3. 571,985| 11, 026, 890
Pennsylvania .. 213 1)) 202 53,510,240] 47,446,500 57, 510, 690 15, 454, 909| 42, 055, 781
Delaware -..... S| R 11 1,523,185 1,453,200 1,736,515 459,900 1,206,615
Maryland.....o..o.ii..... 31 i| 33 13,640,203 10391, 250| 12, 828, 540 3,575,693 9, 252, 847

Total Middle States...| 642 58 584[193, 286, 669/140, 706, 050/185, 202, 780] 60, 594, 641|124, 608, 139
District of Columbia...... 8 4 1,652,000 1,670,000 2,294,100, 764,000 - 1,530, 001

4
Virginia ...-..... . 28 6 22 4,185, 000{ 3,926,000] 4,329, 800 807, 458] 3, 522, 342
West Virginia . P 2, 536, 000| 2,571, 600] 3, 169, 200 808, 893| 2, 360, 307
North Carolina 2,100,000 1,820, 100] 1,836, 160 147, 360| 1, 688, 800
South Carolina. 3,170, 000; 2, 425, 000} 2, 229, 580 53, 080; 2,176, 500

Georgia...... 2,785,000 2, 526, 400{ 2, 649, 290 373,685 2,275, 605
Alabama..... 1, 569, 300} 1, 430, 000 1,477, 800 187, 767} 1,290, 033
Migeisippl «vovecnveeneaesl 2 Qi diiiiaaiiodiiaie.., 66, 000 60, 124 5, 876
Louisiana ... 5, 2530, 600] 4,000, 000] 4, 345, 340 7209, 470 3, 615, 870
Texas...... 993, 0000 840,000] 1,007,000 251,540 753, 460
Arkansas 205, 000 205, 000] 272, 100 20, 205 192, 495
Kentucky .- 8,263, 700; 7,°709, 850! 8,178, 645 1,156, 745] 7,021, 900
Tennessee . . 3, 520, 481; 3, 249, 150{ 3, 665, 510! 573, 504] 3,092, 006
MISSOUTL wavuaaoncucancennn 9, 545, 300] ¢, 868,350 8,126,055 1,908, 622( 6,217, 433

Total Southern and
Southwestern States. 231 30| 201} 45,836, 781, 39,242, 050 43, 647,180 7, 902, 462! 35, 744, 718

OhO +eeereccnmeamennnns 10 12] 168 29,093, 000] 26,197,750 31,572, 610] 7,948, 240| 23,624,370
Indiana.- 97 5| 92| 17,611, 800| 16, 277, 300| 18, 940, 620| 4, 413, 605 14, 536, 015
Illinois .. 144 71 137} 20,843,000 18,010, 600| 20, 349,430 4, 523, 391 16, 326, 059
Michigan 80! 3| 7] 9,763,500, 7,963,050 8,892 570 1,675,181 7,217,383
Wisconsi 52 7 43 3,680,000 3,434,550 4,365,700, 1,242, 884| 3,122 816
Towa...-- 84 of 73] 6,017.0000 5,009,000 7,115 693 1,751,810 5,363,885
Minnesot 34 2 320 4,173,700 3,509,250 3,851,200 706,376 3,144,914

Kansas ... 261...... 26| 1,975,000 1765000 1,740,195 202 699 1,537, 496
11 1| 10| 905,000, 940,000,  £86,200 94,7000 791, 500

Total Western States.| 708 461 662| 04,062, 000: 83, 936, 500; 98, 223, 330} 22, 558, 892 75, 664, 438

Nevada covenevencameanaas| 1 oo | 131, 700 119, 836 11, 864
Oregon.. . 250, 000 250, 000 250, 560 25, 500 225, 000
Colorado 625, 000 560, 000 562, 720 86, 127 475, 995
Ttah.... . 450, 000 450, 000 554, 500 134,671 419, 829
Jdaho ..ccns oo . 100, 000 100, 000 110, 600 20, 60¢ 90, 000
Montana...... 350, 000 243, 000 262, 300 10, 30¢ 252, 000
Wyoming..... .. 125, 000 60, 000 54,000........... 54, 000

New Mexico
Dakota .....
Washington

306, 600 300, 009, 289, 800 19, 80i 270, 000
50, 009 50, 000 45, 000 45,000

Total Pacific States

and Territories ..... P 3 W 2,250,000 2,015 000 2,261,120 417,432] 1, 843,688
Grand total of States
and Territories ..... 2,123 148% 1, 9751493, 726, 882,390, 314, 600/481, 196, 161132, 845, 212|348, 350, 949
GOLD BANKS. -
Massachusetts............ 1 3 120, 000 120,000, ... ...
Calitornia. ....oovieennna.. E5] R 5 3,200,000{ 2, 537,500] 2,074, 600] 44, 600 2, 030, 000
Total .ovvumnnnnnannnn. 6 1

5\‘ 3,200,000 2,537,500 2,194,600 164,600, 2,030,000
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The act of July 12, 1870, authorized an additional issue of fifty-four
millions of dollars, and provided that such notes should be issued to
banking associations organized or to be organized in those States and
Territories having less than their proportion under the apportionment
contemplated by the act of March 3, 1865, and that the bonds deposited
with the Treasurer of the United States to secure the additional circula-
tion should be of any description of United States bonds bearing inter-
est in coin. It also provided that a new apportionment of the increased
circulation should be made as soon as practicable, based upon the census
of 1870, and for the cancellation monthly of three per cent. certificates*
equal in amount to the national baunk notes issued—the last of these
certificates having been finally redeemed during the present year. Of
this additional circulation, authorized by the act of July 12, 1870, there
was issued to November 1,1871, $24,773,260; in the year ending Novem-
ber 1, 1872, $16,220,210; in the year ending November 1, 1873, $7,357,479;
leaving, at the date of this report, still to be issued to banks already
organized, and in process of organization, $5,649,051.

The act of July 12, 1870, further provides that when tie fifty-four mil-
lions of additional cireulation “shall have been taken up,” ‘“‘the Comptrol-
ler of the Currency shall, as additional circulation may be required by the
banks having less than their proportion, make a requisition for such an
amount, commencing with the banks having a circulation exceeding one
million of dollars in States having an excessof circulation, and with-
drawing their circulation in excess of one iillion of dollars, and then pro-
ceeding pro rate with other banks having a circulation exceeding three
hundred thousand dollars in States having the largest excess of circula-
tion, and reducing the circulation of such banks in States having the
greatest proportion in excess, leaving undisturbed any States having
a smaller proportion until those in greater excess shall have been
reduced to the same grade, and continuing thus to make the reduction
provided for by this act until the full amount of twenty-five millions
provided for shall be withdrawn ; and the circulation so withdrawn shall
be distributed among the States and Territories having less thau their
proportion, so as to equalize the same.”

In accordance with the provisions of this section, it will be the duty of
the Cowptroller, as soon as the necessary bonds shall have been deposited
to secure the small amount of additional circulation not already issued
or ““taken up,” to proceed to make requisitions upon banks organized
in the States which have an excess. It will probably be the duty of the
Comptroller during the next three months to make requisitions as pro-
vided for by this act upon banks already organized in States which are in
excess, for an amount equal to the aggregate amount of circulation called
for by the applications on file from the States which are deficient.
These requisitions will be made npon the banks located in the following
States and cities:

Four in the city of New York ... ..o . £5, 018, 000
Thirty-seven in the city of Boston... .. ... o il 13, 320, 000
Twenty-one in the State of Massachusetts ... ... ..o oo, 2, 659, 000
Seventeen ir: the city of Providence .. ... ... ... . liiiaiiiiol 2, B18, (00
Fifteen in the State of Connecticub. ... ... oo ioi i i oL, 1,185,000

This will reduce to $1,000,000 the circulation of all banks in the city of
New York having an excess over that amount, and the circulation of
all banks in Massachusetts and Rhode Island to $300,000. If these
banks do not return the amount of circulation within one year after the

*The amount of three per cent. certificates outstanding on July 1, 1370, was
. $45,545,000.
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requisition is made upon them,it-is made the duty of the Comptroller of
the Currency to sell at public auction, upon twenty days’ notice, the
bonds deposited by such associations as security for said circulation
equal in amount to the circulation to be withdrawn, and not returned in
compliance with the requisition. With the proceeds of the bonds the
Comptroller is required to redeem the notes of these banking associa-
tions as they come into the Treasury. The notes of these banks are so
scattered through the whole country that it will be impracticable for
them to return their circulation without an expense not contemplated by
the act; and it will, therefore, be for the interest of the banks to pro-
vide the Comptroller of the Currency with the requisite amount of
legal-tender notes with which to redeem their circulation as it comes
into the Treasury. To this extent the act may be executed; but
the notes to be redeemed will not come to the Treasury for redemp-
tion to any considerable amount, and therefore but a small proportion
of the twenty-five millions will be placed at the disposal of the Comp-
troller for redistribution to the banks of the South and West. The re-
sult will, therefore, be great embarrassment to the banks to whom the
currency has already been issued, without providing any relief for or-
ganizations elsewhere, as contemplated by the act. The Comptroller,
therefore, repeats the recommendation eontained in his previous report,
that section six of the actof July 12, 1870, be repealed, and that twenty-
five millions additional circulation be authorized to be issued and dis-
tributed among the States, as heretofore provided.

The Comptroller also renews his recommendation that the law be so
amended that national banks may be organized without circulation,”
upon the deposit of $10,000 of United States bonds with the Treasurer,
instead of the deposit of one-third of the paid-up capital, as now required.
He also recommends that banks already organized without circulation
may be authorized to withdraw the bonds now on deposit in excess of
$10,000, and that banks desiring to reduce their cireulation may deposit
legal-tender notes for that purpose and withdraw a proportionate amount
of bonds.

The following comparative table exhibits the amount of circulation
issued under State laws previous to the establishment of the national
banking system, and the amount authorized by Congress; the ratio of
bank circulation in each State in 1862, and the amount now issued, in
proportion to capital and wealth, and the per capita of circalation in
1862, and the per capita of circulation authorized by Congress:
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Comparative table, exhibiting by States the bank ciroulation,” the amount per capita, and the
ratio of circulation to wealth and to capital, previous to the organization of the national
banking system and in 1873.

Bank circulation.

Circulation per

Ratio of cir-
culation to

Ratio of circu-
lation to cap-

capita. N X ital,
States and Territories. wealth t
1862. 1873.1 1862. 1873, 1262, 1873. 1862, 1873.1
Per ct. | Perect.| Perct.| Perct.
MaADO vevenniacnneannanaas $6, 488, 478 | $8, 029,252 | $10 33 | $12 31 3.4 23 81.3 84.1
New Hampshire . 4,192, 034 4,624,525 | 12 86 14 33 2.6 1.8 85.3 89.0
Vermont......... 5, 621, 851 6, 932, 030 1784 | 20 97 4.6 2.9 143.7 83.0
Massachusetts . .] 28,957,630 | 59,523,671 | 23 52 | 40 84 3.5 2.8 42.8 65.2
Rhode Island .. 6,413,404 | 13,385,840 | 36 73 61 59 4.7 4.5 30.7 65. 0
Connecticut ... 13,842,758 | 17,994,648 | 30 08 | 33 48 3.1 2.3 63.5 70.9
Total Eastern States...| 65,516,135 {110, 489,966 | 20 90 { 31 68 3.5 227 517 68,9
New York coveeeceeaaannnn. 39,182,819 | 60,976,006 | 10 10 | 13 91 2.1 0.9 360 54, 4
New Jersey.... . 8,172,398 1 11,026,890 | 12 16 | 12 17 1.7 1.1 99, 8 79.0
Pennsylvania .. 27, 689, 504 | 42, 055, 781 9 353 11 94 1.9 1.1 106. 8 8.6
Delaware ...... . 678, 340 1, 296, 615 6 04 10 37 1.5 1.3 176.2 283.1
Maryland.......covemano.. 6,649,030 | 9,252, 847 968 | 1185 L8 1.4 54.9 67.8
Total Middle States....| 82,372,091 ({124, 608, 139 0971 12 8 2.0 1.0 53.1 64,0
District of Columbia.......l............ 1,530,001 [........ 1062 1., ... L2 ... 83 6
Virginia ......c..... 19,817,148 | 3,902, 342 12 41 318 25 1.0 120.2 831
West Virginia. ..oovivmnifooianeaonn 2,360,307 |........ 534 ... L3 oo ... 90.1
North Carolina .. 5,218,598 | 1, 819, 300 5 26 17 1.4 0.7 (6.3 80. 4
South Carolina. .. 6,089,036 | 2,319, 500 8 65 329 1.1 1.1 40,7 68.7
Georgia. 8,311, 728 | 2, 365, 605 7 86 2 00 1.3 0.9 50.2 81.5
Florida ... 116, 250 90, 000 83 43 0.1 0.2 2.3 0.0
Alabama. . 5, 055, 222 1,541,133 524 155 1.0 0.8 101.5 2. 2
Mississippi «oovvnenriana i , BT6 [........ 01 .. ..... 0.0 |.ecennns 0.0
Louisiana. ---1 8,876,519 | 3,646,870 | 12 54 502 1. 1.1 510 62 8
TeXAS vocnvevmvrevannenceni]oaann wevenan 930,960 |........ 114 |........ 0.6 5.1
ATKANSAS ¢ evnnnvene e acvenaaaaens 192,495 {........ 40 |........ 0.1 90.0
Kentucky - 9,035,724 | 7,637,900 782 518 1.3 1.3 84.4
Tennessee 4, 540,906 | 3,341,736 4 09 2 66 0.9 0.7 86.9
MisSouri. covveeienaanneno.. 4,037,277 | 6,476,193 342 3176 0.8 0.5 649
Total Southern and
Southwestern States.{ 71, 098, 408 | 38, 160, 308 6 17 201 1.1 0.8 75
(0132 2P 9, 057, 837 | 23, 876, 370 3 87 8 96 0.7 1.1 20.4
Indiana. 6,782, 890 | 14, 706, 415 502 875 1.3 1.2 8L 9
Tlinois . 619,286 | 17, 824, 209 36 702 0.1 0.9 71,4
Michigan - 131, 087 7,485, 043 17 6 32 0.0 1.0 73.8
‘Wisconsin . 1,643,200 { 3,253, 316 212 3 08 0.6 0.5 83.7
Jowa....... .| 1,249,000 | 3,674,383 185 47 0.5 0.8 .3
Minnesota . 198, 404 | 3,330, 414 115 7357 0.4 15 5.0
Kansas ... 2,770 1, 825, 496 03 501 0.0 1.0 7.8
Nebraska..o.oooveeerienoilininaniaan. 809,500 {....c... 658 [-cunnnn. 1.2 8.5
Total Western States..} 19, 684, 564 | 78, 785, 148 2 49 709 0.6 1.0 125. 4 9.7
Nevada .oooervmimne veeema]iaccacnnnnns 11, 864 0.0
Oregon .. 225, 000 90.0
California...coeneeeninaiiifio i e e e e
Colorado. 538,995 |. 6.2
Utah ... 419, 829 90.0
Idaho... F 90, 000 90,0
Montana. 252, 000 63.0
Wyoming.... 72, 000 43.2
New Mexico . 270, 000 90.0
PN G 1) 1 T AR SRR P FOPU R P U PN R R PO
Dakota .. [ R, 45, 000 90.0
Total Pacific States and
Territories.....cooeefoevee . 1,924,688 |........ 182 |........ 0.2 1 cvnuuns 79.3
Grand total of States
and Territories ...... 238, 671, 210 (353, 968, 249 7359 918 15 1.2 38.9 69.9

* The circulation of the State banks in the year 1862 has been obtained from page 210 of the report of
the Secretary of the Treasury on the condition of the banks at the commencement of the year 1363.
The returns from Delaware, Maryland, Louisiana, Tennessee, and Kentucky were not complete. The
aggregate amount of State bank circulation reported at that time was much greater than at any previous

period.
Digitized for FRASE
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis

kOutstandin g and authorized circulation.

1 Oufstanding circulation.



1873
XII REPORT OF THE COMPTROLLER OF THE CURRENCY.

FREE BANKING.

The restraining law of the State of New York (act of April 21, 1818)
provided that ¢ it shall not be lawful for any person, association of per-
sons, or body-corporate, from and after the 1st day of August next, to
keep any office of deposit for the purpose of discounting promissory
notes, or for carrying on any kind of banking business or operations
which incorporated banks are authorized by law to carry on, or issue
any bills or promissory notes, as private bankers, unless thereunto spe-
cially authorized by law.”

This law placed the whole banking interests of the country in the hands
of a few chartered institutions, and was, in its effects, a grievous mo-
nopoly. Most of the States of the Union organize, by special act of legis-
lature, trust companies, savings-banks, and other corporations. The
Bank of England, and the private and joint-stock banks of Eng-
land, organized prior to 1844, possess the right to issue circulation,
and no such right has been granted to other organizations since that
year. All such favored institutions are monopolies. But it cannot be
said that the national banks of the United States are monopolies, in the
same sense of the word. The organization of national banks has, from the
beginning, been open to all, and until the amount of eirculation authorized
by Congress was exhausted, all applications for the organization of
such institutions with circulation, accompanied by proper indorsements
certifying to the means and character of the applicants, were considered
and granted, and the aggregate of circulation for which applications are
now on file in this Office, the consideration of which has been postponed,
does not exceed ten millions of dollars. That the banks which were first
organized were profitable to their shareholders is conceded; and it is a
cause of congratulation that the surplus earnings of those years are
husbanded in a surplus fund of more than one hundred and twenty mil-
lions of dollars, as a protection to depositors and creditors, in anticipa-
tion of times of panic and disaster. The statistics we present show that
the earnings of the banks, of late years, have not been excessive, and in
many cases much less thau the earnings and dividends which the share-
holders of manufacturing, railroad, and other corporations realize from
capital invested. If the national banking system, under which one or
more national banks have been organized in almost every city and
thriving village in the Union, and where the earnings of business men
and the savings of the people can be deposited with a greater degree of
safety than under any previous system, is in any sense a monopoly, it is
not the fault of the system, but an evil which arises from the existing
state of the currency; and it is believed that the national banking sys-
tem is in every sense less a monopoly than any national system of
banking ever before devised.

The system is considered a monopoly because it is supposed that
large profits are derived from the privilege of issuing circulating notes
which are limited in amount. The act of March 12, 1870, authorized an
additional issue of fifty-four millions of dollars of national bank notes,
bat the whole amount has not yet been issued, chiefly for the reason
that in the States to which the amount was assigned there is but little
profit in the issue of such notes, as will be seen hereafter. But to
the erroneous belief that a large profit aceraes from circulation to
organizations of this kind, the demand for what is termed free banking
may, to a large extent, be attributed. The restraining act of the State
of New York, as has been seen, prohibited individuals and associations
from carrying on the business of banking without first obtaining special
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charters from the legislature. This law was repealed about thirty years
after its passage, not without encountering Dbitter opposition. In the
year following the repeal, the general banking system of the State of
New York was authorized—a system based on the deposit of securities,
with redemption at a fixed rate of discount, and it is probable that the
term * free banking” originated chiefly from the fact that it superseded
the monopoly which preceded it. The signification of the phrase ¢ free
banking,” however, as now used, is not clearly defined, for there is noth-
ing in this country to-day more free than banking. Every individual or
association of individuals throughout the country has the right to
negotiate promissory notes, drafts, and bills of exchange, to receive de-
posits, to loan money upon personal or real estate security, and to trans-
act almost every kind of business pertaining to legitimate banking.

There is little doubt that the term ¢ {ree banking” is, by many persous,
understood to mean the unrestricted issue of bank-notes to any asso-
ciation of persons organizing a national bank and depositing the re-
quired amount of United States bonds as security; but there are
few persons who have given any considerable attention to this subject
who would be willing to advocate the unrestricted issue of national
bank notes to an amount equal to the public debt.

It is probable that a more satisfactory definition of free banking
would Dbe, an issue of paper money which shall be promptly redeemed at
the cominercial center of the country. Such acurrency may be divided
into three classes—(1) an unsecured circulation, redeemable at par by
the bank, orits agent in some designated city; (2) a secured circulation,
redeemable at its own counter at par, and at the commercial center at a
fixed rate of discount; and (3) a circulation exchangeable at par for law-
ful money at its own counter, and by its agent appointed for that pur-
pose.

The currency of the New England States previous to the war is a fair
example of the first class. That system was generally known as the
¢ Suffolk system,” because the Suffolk Bank, at Boston, compelled the
redemption of the notes of the New England Banks at its own counter
at par. The system, however, was not free, but a monopoly, as banks
could only be organized under special charters obtained from the leg-
islatures of the six New England States. This circulation was not
required to be secured by any deposit pledged for that purpose, and the
failure of banks in some of the New England States, which not infre-
quently happened, almost always resulted in great loss, not only to the
creditor, but to the bill-holder. The Suffolk Bank, at Boston, forced
the redemption of the notes at par at its own counter, by a system of
assorting and returning the notes to the place of issune, but the same notes
were invariably at a discount of one-eighth per cent.in New York. The
notes of these banks were therefore neither safe nor exchangeable at par
in coin at the chief commercial center.

The New York State system of freebanking is an example of the
second class of currency, and the only system of free banking which has
ever been successfully maintained ; and it is probable that the more
thoughtful advocates of what is termed free banking propose that cir-
culation shall be issued and redeemed under the national-currency act
upon a similar plan.

Taking for granted that the advocates of free banking base their
arguments upon the success of the system authorized in that State by
the act of April 18, 1838, it may be well to contrast the condition of the
curreney and of the public debt at the time of the inanguration of that
system, at the commencement of the war, and at the present time.
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The currency of the State of New York first issued was secured by
stocks of the different States, and by bonds and mortgages deposited by
corporations with the comptroller of the State. Subsequently, by va-
rious amendments, the law was so changed as to provide for the issue of
circulation based entirely upou the bounds of the United States and of
the State of New York, and that was the basis at the time of the break-
ing out of the war. The debt of the State of New York at the time of
the inauguration of the system was $11,256,152, and the debt of the
United States was $10,434,221, and all these bonds were above par in
the market. In 1860, the funded debt of the State of New York was
$34,140,238 and the funded debt of the United States $44,794,092.*
The laws anthorizing the issue of circulating notes were more numerous
than the States and Territories of the Union, and the rates of discount
in the New York market upon the bank-notes issued and in general cir-
culation varied from one-eighth of one per cent. to one and one-half per
cent. discount, while many bank-notes that had a local circulation were
quoted at from 5 to 10 per cent. discount. The notes of the New
York and New England banks, only, circulated throughout the whole
Union, like the national bank currency of to-day.

The funded debt of the United States is to-day more than eighty times
as great as were the combined debts of the United States and of the
State of New York in 1838, and it is about twenty-one times greater
than was .their combined debt in 1860. The United States then issued
coin, only, as currency. Now the national bank notes and the legal-
tender notes are about twenty times the amount of the circulation of the
State of New York at that time, and more than three and one-half times
the amount of the circulation authorized at that time Dby all of the
States of the Union.t

The amounts of the funded debt and of the currency are therefore en-
tirely changed, and it is by no means evident that what was a good
thing for the State of New York in 1860 is, in 1873, a good thing for the
whole United States.

The New York State law authorized the issue of bank-notes to all
associations organized under its provisions, at the face value of United
States and New York State six per cent. bonds deposited, and to this
feature of the law the Bank of IEngland and the national-currency act
are indebted for those excellent provisions which insure absolute security
to the bill-holder.

But this law did not authorize an unrestricted issue of bank-notes. It
required that the bank-notes issned to an association should be redeemed
at its own counter, and by its agent in New York, Albany, or Troy, at a
discount. Practically the notes were redeemed at the agency, and not at
the counters of the bank. Redemption was the cardinal principle of the
law, and it was expected that this principle of redemption would prevent
an issue of circulation which should exceed the requirements of business.
Redemption inthe New York law meant discount. It was to be a redemp-
tion in specie,and was founded upon the avowed principle that specie was
worth more, and was more desirable to hold,than the circulating notes au-
thorized. Butinorder that there should be no mistake, the law itself pro-
vided that the discount upon the circulating notes at the redemption
agencies should be one-fourth of one per cent. If alaw had been passed
by Congress at that time for the redemption of the gold coin in silver
coin, or for the redemption of the silver coin in copper coin, such a law

* In addition to the funded debt proper there were $19,795,611 of Treasury notes out~
standing.
t Circulation in 1860 was $207,102,000.
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wonld have been a dead letter, (for the reason that gold coin is known
to be of greater intrinsic value in the market than silver coin, and the
silver of greater intrinsic value than copper,) though each of these
coins is a legal tender to an amount fixed by law. In order to have a
proper system of redemption,it isnecessary that the thing to be redeemed
shall be known to be worth less than the thing in which it is to be re-
deemed ; and this principle was legalized by the New York State leg-
islature, when it provided that the bank-note should be worth, in the
city of New York, one-quarter of one per cent. less than the gold coin-
age of the United States. If forty millious of dollars, therefore, were
issued,* its value at the moment of issue was $100,000 less than
$40,000,000. If the circulation were redeemed three times a year, there
would be $300,000 of loss on one side, and $300,000 of gain on the
other side. The gain was, as a general rule, divided between the banks
which issned the money and the banks which redeemed the same, while
the country merchant, the manufacturer and the jobber in the great
cities, experienced the loss. But the circulation of the State of New
York was known to be so much safer, and the discount so much
less, than the circulation of any other State of the Union, that the dis-
count was hardly noticed, while the loss upon the notes of most of the
other States of the Union was from four to six times as great. The
result was, as might hiave been expected, that the notes were not fulfill-
ing their function of a circulating medium, but were being sent forward,
not for the purpose of obtaining specie, but to be exchanged one
for the other at the clearing-house, in order to provide a fund in
New York for the redemption of other notes, and also to provide ex-
change at a profit of from one-quarter to one and a quarter per cent.
The amount of exchange thus gained by the bankers and brokers, and
the amount of exchange lost by the people in these transactions, cannot
be computed, but there is no doubt that it amounted, annually, to mil-
lions of dollars.

The average amount of speceie held by the New York State banks for
ten years previous to the year 1860, was $17,565,006.10.1

1851 e e i e 83,978,918 [ 1858 iecr oot cicnnnina-..--833,597,211
1852 L 13,304,356 | 1839 oo vucn it iiieae v e 22,207,782
1853 i e i aa iieea 13,384,410 | 1860 L eeeies oo 24,582,219
1854 oo e e 10,792,429 — —
R S 15, 921, 467 175, 650, 061
1856 o i v iiie e e 18,510, 835 =

1857 oo aoe. 14,370,434 | Yearly average ... ... cooe.n.. 17, 565, 006

Of this amount about one-eighth, say $2,200,000, was held by the coun-
try bauks in their vaults, and thie balance, seven-eighths, say $15,300,000,
was held in New York City. If from this amount shouid be deducted
the coin belonging to banksand persons residing outside of the State of
New York, and the amount represented by cliecks payable in coin, it
would be fonnd that the amount of circulating notes issued in the State
of New York was, on an average, for ten years at least, five times the
amount ot specie on deposit for the pnrpose of redeeming their notes.

The amount of national bank notes now authorized to be issued is
$354,000,000, and of legal-tender notes, $356,000,000; so that the amount
of legal-tender money, in which the national bank notes are now redeen-
able, is nearly identieal with that of such notes,thongh slightly in excess.
If the national banking law were so amended as to require the redemp-

* The circulation of New York State was $39,182,819.
t8pecie held by the New York State banksfrom 1851 to 1860. (Report of Superintend-
ent of Banking Department of the State of New York, January 1, 1861, page 79.)
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tion of the national bank notes in the legal-tender notes at one-fourth
of one per ceut. discount, as in the New York State law, instead of at
par, as provided in the national-currency act, and the national banks of
the whole country would agree to such a provision of the law, the
prompt redemption of the national bank notes would be insured ; but
the redemption of this vast amount of circulating notes, if redeemed
but once a year, would result in a loss to the people of the United States
of $900,000; if the notes were to be redeemed four times annually,
$3,600,000; and if redeemed six times annually, $5,400,000. A system
of redemption of this kind would also at once increase the rate of
exchange from the rate of one-tenth of one per cent. now existing at
most periods of the year between the different cities of the Union, to from
one-half per cent. to one per cent., thus restoring, to a considerable degree,
the condition of theexchange at the time of the inauguration of the na-
tional banking system, and causing an annunal loss to the people of
millions of dollars. Such a system would, however, undoubtedly resalt
in the return of the notes of the national banks, at certain seasons of’
the year when thiey were not needed, to the vaults of the conntry banks,,
to be paid out when the demand for currency increased. Such a sys-
tem would also give, what is exceedingly desirable at the present time,
elasticity to the currency.

The profit upon the circulation of national banks organized in the
Southern and Western States during the past year, did not much ex-
ceed one per cent. for the country banks, and was less than one-half
per cent. in the redemption cities, as will be shown more fuly hereafter.
Under such a condition of things, with so small a margin of profit to be
derived from the issue of circulating notes, there would be little de-
mand for circulation, and consequently but little danger in throwing
the doors wide open for the issne of circulating notes to any association
properly organized that might desire such circunlation; but with the
reduction of the value of the bonds, and the approximation of the valne
of the bank-note to the value of specie, the profit would increase, and
with the increase of profit the demand for the issue of additional bank-
notes would also increase; so that under such a system the issue of bank-
notes would have a continual tendency to lessen the value of the paper
dollar, and prevent its approximation to the value of the gold dollar,
and all ideas of specie payment might forever be abandoned.

In order to insure the prompt redemption of the national bank notes,
the amount issued must be so much increased that the notes will be,
say, at one-eighth of oue per cent. discount, and this wounld probably not
be accomplished until an addition should be made to the present circula-
tion of one hundred millions of dollars. The same result would follow from
the reduction of the volume of legal-tender notes simnltaneously with
the incréase of the issues of the bank-notes; but Congress has so fre-
quently refnsed to diminish tlie amount of legal-tender notes; that, in
the opinion of the Comptroller, any general system of free banking,
accompanied with redemption, must be postponed until the resumption
of specie payment.

The Comptroller, in order to avoid any misapprehension of his views
upon this suhbject, desires to state that he is not an advocate of any per-
manent system of currency usually known as an irredeemable currency.
He belives, however, that the people of this country will not, and
ought not to, submit to the higlrer rates of exchange prevailing previous
to the war, and that any amendment to the national-currency act which
shall resultin restoring such high rates of exchange will also result in
the downfall of a system of banking which, it is believed, will yet be
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During the past year, so tar as his observation has extended, the na-
tional bank note has been rarely at any perceptible discount for legal-
tender notes in the city of New York; and during the late panic no
distinetion was made by the people between legal-tender notes of
the United States and national bank notes. Both were alike hoarded
as being the most desirable of all things to hold, and it is proba-
ble that when specie payments shall be resumed, the faith of the
people will be so well established in the saftety ot the currency of the
banks that no such general systewmn of redemption will be required as
was necessary for the unsafe currency issued by the different States pre-
vious to the war.

If the circulation should become redundant, as is sometimes the case
with the silver coinage, and the national bank notes be at a discount
for legal-tender notes, it will be only necessary for the surplus to be
presented to the agencies in the city of New York, where more than
two-thirds of the circulation is now redeemable, inn order to restore the
equilibriuam ; for it is to be hoped that previous to the return to specie
payments some system will be adopted which will give abundant elastic-
ity to the currency without increasing the expense and burden of gen-
eral redemption, and without the loss resulting from-the high rates of
exchange which have always prevailed under previous systems.

RESERVE.

The advocates of a free-banking law are also advocates of the repeal
of the chief restrictions of the national currency act, and particularly of
the provision which requires the keeping of a certain amount of money
as reserve against liabilities. They claiin that the directors and man-
agers of the banks, and not the legislature which enacts the law or the
officer who executes it, are the best judges of the amount of money to be
loaned, and the amount to be held on hand for the protection of their
creditors; that the Government should be careful to protect the
bill-holder from loss, but the depositor or other creditor may safely
be allowed to protect himself. They further maintain that such laws
prevent the banks from extending accommodations to legitimate busi-
ness interests, which, conseqnently, suffer on account of the lack of
such accommodations. In some instances this may be true, but such
laws are passed not so murh for the benefit of those persous who con-
duct their business on sound prineiples as for that class or association
of persons which has but little experience in the method of transacting
a legitimate business. If the law be correct in principle, it will be
found not to interfere with the rights of those persons who understand
the true theory ot business, but its teudency will be to prevent abuses
on the part of those who would otherwise take risks which a prudent
and careful man would avoid.

Any association of persons may organize a bank under the provisions
of the national currency act. It private citizens wish to transact busi-
ness in accordance with their own jundgment, they can avail themselves
of the privilege by condncting a private business. If other citizens
prefer to organize corporations under an act of Congress which imposes
restrictions designed for the public good, who shall object ? The privi-
lege is open to both, and each can decide without prejudice or hin-
drance. A private banker solicits and obtains business ou the strength
of his good name, and it is well understood that the funds placed in his
hands are to be used at his discretion, the depositors relying upon his
business sagacity and judgment; but it corporations desire to organize
urder the authority and seal of a great nation. eare should be exercised

Digitized fotlFatrtirgRauthority obtained shall not be abused,
http://fraser.stlouisf&§l,0f0%. 3 II
Federal Reserve Bank of St. Louis




1873
XVIII REPORT OF THE COMPTROLLER OF THE CURRENCY.

During the past few years great corporations have been organized by
authority of law, with the advantages of immense subsidies, but almost
wholly without restrictions, the law-making power having been led to
believe that the corporations authorized would contribute as much to
the public good as to their own profit. Butit has been found that over-
grown corporations are conducted in defiance of the rights of the share-
holders, and with little regard fo the comfort, wants, and profit of the
people, but chiefly for the benefit of the few officers and directors; and
the whole country is now aroused to the mistaken legislation which has
placed the highways of the nation under the control of a few men, with-
out reserving such salutary restrictions as should compel the common
carrier to deliver the products of the land to the market for a fair remu-
neration; and it is the great ecouomical problem of the day how to
correct a monstrous evil, which would have been under complete control
if the proper restrictions had at first been provided and enforced.

The -officers and directors of stock companies which have a good
reputation are too apt to forget that they are but the servants of the
shareholders, and that the poorest shareholder is entitled to information
in reference to its affairs. The Bank of Amsterdam is said to have
been bankrupt for fifty years prior to the announcement of its failure,
yet it continued business for a half eentury upon the strength of the
name and character it had built up; and many individuals and corpora-
tions are to-day supposed to be possessed of large wealth, whose affairs,
if carefully scrutinized, would be found to exhibit the reverse. If
banks are to be organized under the authority of law, and intrusted
with the carnings of the people, it is right that legislators shall require
them to loan the savings of the people upon real estate security of twice
the value ot the loan; and if the banks are organized for commniercial
purposes, it is right that they should be prohibited from loaning money
upon real estate, and be required to loan meney chiefly to business men
upon commercial paper ; and depositors have a right to expect that the
contract which the law provides between them and the bank shall be
enforced. If the law provides for a proper security for circulation, and
at the same time defines the kind of security in which deposits shall be
invested, it is as importaut to know that the contract with the depositor
will be fulfilled, as well as the contract with the bill-holder. Itis the busi-
nessof such corporations to receive the money of the people, and first of all
to fulfill their legal obligatious with their creditors, rather than to attempt
to follow the vagaries and manipulations of the stock-board, or assume
to regulate the rate of interest on the street. While the law permits
banking corporations to use a certain portion of the deposits of each
creditor, and realize a profit therefrom, it provides also that they shall
keep a certain other portion of such deposits on hand for the prompt
payment of the creditor whenever it shall be demanded. The correct-
ness of this principle of law is evident, but the difficulty is to ascertain
the exact amount necessary to keep on hand. The reckless banker or
director would loan it all, and frequently not to his neighbors for the
purpose of facilitating legitimate transactions, but to himself, for use in
some enterprise which promises well, but results in ruin. The prudent
banker invests carefully the savings of his neighbors, and studies their
wants, holding an ample fund at his command for all emergencies. The
law properly provides that all the assets of a bank, even including the
furniture, shall first be applied to the payment of the creditors, the
shareholders having a right only to the balance which may remain
after the payment of every cent of indebtedness. If the law is so care-
ful to protect the interests of the depositors, it is also just that it should
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frequently whether these restrictions are strictly observed. The amount
of the capital of the shareholder may be small, and the amount of the
capital furnished by the depositor may be mauny times as great, so that
the risk of the shareholder is by no means as great as that ot the de-
positor.

The capital and surplus of the Londou and Westminster Bank of
England belonging to the shareholders is fifteen millions of dollars,
while the average capital, in the shape of deposits contributed by its
creditors, is one hundred and twenty millions of dollars. Three national
banks in the city of New York, with a capital and sarplus belonging to
the shareholders of ten millions of dollars, had, ‘previous to the late
crisis, deposits contributed by their creditors equal to fifty millions of
dollars; and a late report from a savings bank in this country, on file
in this Office, exhibits a capital belonging to shareholders of but $25,000,
while the capital contributed by the depositors was $1,000,000. The
capital contributed by the depositors in the first instance, that of the
English bank, was eight times that contributed by the shareholders;
in the second instance, that of the three New York baunks, five times,
and in the case of the savings bank forty times. The necessity of
restrictions to govern corporations holding such large proportionate
amounts of credits could not be better illustrated.

The banks of England, of Scotland, aud of other countries of Europe,
are managed by men who have had long experience in that branch of
business, and their experience is handed down from generation to
generation to their successors, and the organization ot a corporation to
conduct the business of banking by men uutried in that particular pro-
fession or calling would be looked upon with disfavor, and meet with no
success. But in this country, under the provisions of the act, any
association of persons may organize a bank; and it is no uncommon
occurrence for applications to be received for that purpose from persons
who have had little or no experience in banking, but who desire to
organize under the national currency act, because it is beiieved that
an organization under that act will give to the shareholders a character
and credit which they could not obtain if they should attempt to conduet
a private banking business.

It is said that the restriction in reference to reserve should be removed
from circulation, for the reason that the cireulation is already safe beyond
a peradventure. This is undoubtedly true, for the security of the circu-
lation rests not alone upon the bonds which are deposited, but also upon
the total assets of the bank, the personal liability of the shareholders,
and, finally, upon the gnarantee of the Governmment that in any event
the face value of the note shall be paid. The absolute certainty of the
full payment of the notes is theretore assured. But the question is not
whether a reserve shall be held which shall insure the payment, merely,
of the note, for that is unnecessary, but what amount of reserve shall
be held by the banks to insure the prompt payment of all their liabili-
ties? The percentage of reserve could be fixed relatively to the capital if
the amount of the liabilities were in all cases proportionate to the amount
of capital, which, as is well known, is not the case. The question is not
what percentage should be held upon capital, upon deposits, or upon
circulation, but what amount of rescrve should be held to protect the
demand-liabilities of the bank; and the experience of years can alone
determine that proportion.

A recent writer* on English banking, who has been extensively
quoted in this country, has stated that the provision of the national cur-

o *+ Lombard Street,” by Walter Bagehot,.
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rency act requiring a fixed proportion of reserve to liabilities is not the
proper standard for a bank reserve, for the reason that a fixed propor-
tion ‘ will sometimes err by excess, and sometimes by defect,” and that
“the near approach to the legal limit of reserve would be a sure incen-
tive to panic.” He says that ¢ the very essence and principle in the
American system is faulty;” but in the final summing up of his argu-
ment in reference to the reserve which the Bank of England should hold,
he gives it as his opinion that the bank ¢ ought never to keep less than
£11,000,000, or £11,500,060, of reserve on hand, and that in order not
to be below £11,500,000, the bank must begin to take precautions when
the reserve is between £14,000,000 and £15,000,000, for experience
shows that between £2,000,000 and £3,000,000 may probably enough be
withdrawn from the bank’s store betore the right rate of interest is
found which will attract money from abroad, and before that rate has
had time to attract it.” Again he says, * I should say that at the present
ime the mind of the monetary world would become feverish and fearful
f the reserve of the banking department of England went below
£10,000,000.” This proportion is equal to more than one-third of the
average liabilities of the Bank of England, and is more than eight per
cent. in excess of the amount required by the national currency act.

‘When this distinguished economist asserts that the Bank of England
“ ought never to keep less than £11,000,000” on hand, and that ¢ the
monetary world would become feverish and fearful if the reserve in the
bank department of the Bank of England went below £10,000,000,”
and at the same time that the rule of reserve required by the national
curreney act ¢ will sometimes err by excess and sometimes by defect,”
the mind of the searcher after the truth in reference to the principles
which should govern legislation upon this subject is bewildered, and will
look in vain for light to the abstruse legislation and management of the
Bank of England, and to the dark statistics which emanate semi-annu-
ally from the parlors of the London joint-stock banks.

The requirement that the reserve shall be proportional to the li-
abilities is based on the conviction that the amount of the reserve should
be dependent on, or have some definite relation to, the varying amount
of the liabilities; and the opposite view, to wit, that the reserve should
have no such relation, but should be a fixed quantity, entirely inde-
pendent of and undisturbed by changes in the amount of liabilities,
appears to be in conflict with sound principles, and is at variance with
the practice, when untrammeled, of the leading and safer banking in-
stitutions both of this country and of Europe.*

* Bunk of England deposits and reserve, compiled from the London Economist,

Banking | Rate of |Pereceent.of

Date. Deposits. reserve, |discount.| reserve.
£ £ Per cent.
B 1) L PP 24, 493, 984 | 12, 423, 352 3}
Angust 6 .. . 23,673,965 | 11,996, 907
August13.. [ 23,929,301 | 12, 713, 623
August0.. .1 24,622,147 | 13,287, 645
August27..... .1 25,601, 351 | 13, 318, 865

JLl a7 st 061 | 12,760,233 |- onann.
- 297 080! 534 | 13,177, 780
- 20, 416,360 | 13, 346, £43

September 3 ...
September 10 .
September 17 .

GO G0 o G 35 QU ke W e M O QT O S O
EATECRRNIERNGRES
U DWRORLDNR

September 24 . | 29, 456,519 | 13,238, 507
October1....... ... ....1 29,040,403 | 9,954, 181

October 3..... cead] Q1,584,764 1 9,115,152 f...... ...
Qctober 15 . 24, 147, 665 | 7,861,035 6
October 22 . 92, 081, 415 | R 109, 520 7
Ocrober £9 . 22,530,271 | 8, 455, 447 8
November 6. .o e iei i ; 22,357,423 | 8,071,228 9
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But it is claimed that the Bank of England is required to hold this
large amount of reserve because it holds in its vaults the reserve, not only
for its own dealers, but also of the joint-stock banks of England, whose
combined deposits are three times as great as all the deposits of the
Bank of England; and that, therefore, the Bank of England must at all
times be ready, not only to pay the demands of its creditors, but also to
extend loans to the other iustitutions in fimes of panic. The joint-
stock banks of England are not, however, entirely deficient in reserve,
for it is found upon reference to the statistics of the London and West-
minster Bank for 1867, published by the same author, that this bank,
with a capital of £2,000,000 and a surplus of £1,000,000, had at that
time deposits of £13,889,021; cash on hand, £2,226,441, and govern-
ment securities amounting to £3,572,797. This bank, which is the larg-
est joint-stock bank in England, and second only to the Bank of Eng-
land itself, held therefore at that timme six per cent. of its liabilities in
cash, and more than 25 per cent. in addition in available resources, while
many other of the leading joint-stock banks of England continually
hold in available resources a still greater amount, as may be seen from
the following table :

Table of reserve, &¢., of the ten principal joint-stock banks of London, on June 30, 1873,
compiled from the London Economist of October 18, 1873, (supplement.)

) Proportion of reserve
N , Resorve. to liabilities.
g Capital | Cagh  de-
21 Banks. and ;Osibs
= surplus. P . Cash Stock in- Total June 30,/ Dec. 31,|June 30,
bzt ’ ' vestinents. " 1873. 1872, 1872,
Per ct. | Perct. | Perct.
1{London and
Westminster: £3, 000, 000, £23, 383, 425!a £3, 796, 6390 £3, 298, 851} £7, 0935, 490]  24. 99 726. 48] 725,31
2! London Joint
Stock ....... 1,673,848 17,404,319 a2, 218, 816] ¢1, 080,000, 3,298 816 18.95; 18.22 15.45
3! Union ........ 1,500,000, 13,371,046] d5 135 094 €2, 2iB 825 7,414,819 55.45 50.93| 54.02
4.City.......... 750,000, 3. 050, 486 621, 462 4330, 527 951,989 31.54] 30. 31,96
5} Imperial ..... 740,000, 2,235, 587 J 471, 949! h8s, 746 560, 695 25.08] 24.68 25.06
61 Alliance._._.. 940, 000| 1, 821, 583 J 665, 028 158,156 723,184) 39.70] 36.24 33. 43
7 | Consolidated . 876,125 2, 988,705 J 854, 029 J208,402) 1,062,431 35.54 32.20) 34.50
giCentral....... 309, 000: 669, 018 J 159,163 .ccunnna.... 159,165 23.76| 42.77 38.30
9! London and
Southwest’'rn 172, 680; 29, 479 k179,219 . c......... k179,219 24.57) 2375 @12
10 London and
| County.....| 1,800, 000‘ 17,821, 2790 15,195, 143] ml, 647, 498] 6, 842, 641 38.96] 37.80; 41.36
! Total..... 11, 561, 654i 83,474,927 19,297, 444] 8,991, 005) 2\, 288, 449  31.97 3253 31.40

a Cash in hand and at the Bank of England.

b Government stock and exchequer bills.

¢ Consols, new 3 per cents., and reduced at 90.

d E{nbraces él-ill. 173, 516 cash in the bank, £971,202 cash in Bank of England, and £2,991,185 cash
ent at ca

¢ Government stock, exchequer bills, debentures, &c.

f Cash in hand at Bank of England, and at call.

¢ Exebequer bills, East India debentures, and government securities.

h Consols, India debentures, and city bonds.

i Investments in consols, &c.

7 New 3 per conts., and other government stocks.

% Cash in hand and at call,

1 Cash on hand at head office and branches, and with Bank of England; cash at call and at notie
covered by securities.

m Government and guaranteed stocks.

From the London Eeonomist of March 15, 1873, page 83.
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It is well known that the funds of the English government are the
most readily convertible of any in the markets of the world, and that
while English consols* can at all times be purchased at a moderate dis-
count, (92,) they can also at all times be ¢onverted into a coin at a
smaller loss than any other securities upon the market. The joint-
stock banks of England, therefore, have a final resource in which their
reserves can be invested with the certainty of conversion at any mo-
ment. The Bank of England thus holds continually a reserve of about
one-third of the amount of its average liabilities, while the joint-stock
banks of England continually hold in available reserve a still greater
proportionate amount in eash and government securities; and it is no
answer to the proposition under discussion to say that the conversion
of the consols held by the English joint-stock banks into coin would
have the effect at once to reduce the reserves of the Bank of England,
for the money-market of London is, as we have been taught to believe,
the money-market of the world, to which is attracted the capital of all
nations by the simple process of raising the rate of interest.

The national currency act requires that the country banks shall hold
6 per cent., the redemption cities 124 per cent., and the New York City
banks 25 per cent. of their liabilities in cash, making an aggregate of
cash reserve of from 13 to 15 per cent. The remainder of the reserve
reqnired to be held by the country banks may be on deposit with the
banks in the redemption cities, while that of the redemption cities may
be on deposit in the city of New York.

These large accumulations in the redemption cities, and in the banks
of the city of New York, are to a large extent invested in call loans,
the banks in the redemption cities and in the city of New York having
no resource like the joint-stock banks of England in which to place
their surplus of reserves, which ean be readily converted in the markets
« f the world into coin, if occasion shall require; and it can hardly be
doubted that if the surplus means of the country banks, which were
invested in call-loans by their city correspondents, had been invested in
fands convertible into cash upon demand, the disastrous results of the
late panic would have been largely avoided.

The crisis was caused in a great degree by the desire of the country
banks to withdraw their balances from the city banks; first, because in
the month of September the amount on deposit with the city banks was
needed for the legitimate purposes of trade; and secondly, because the
country banks, foreseeing and fearing the return of the experience of pre-
vious years, thought it safer to withdraw their balances at once. When
the reserves of the New York City banks became alarmingly reduced
by the drafts of their country correspondents, the only resource left to the
city banks was to convert their call-loans, amounting to some $60,000,000;
but these, if paid at all, were paid in checks upon the associated banks,
and the latter found, the next morning, at the clearing-house, that,
although a portion of their liabilities had been reduced by the payment
of call-loans, they were in the aggregate no richer in currency than on
the previous day. Suspension followed; but if the surplus of the
country banks had been to a considerable extent invested in Govern-
ment certificates, the drafts upon the city banks would have been pro-
portionately less; and if the surplus fund of the city banks had likewise
been held in such certificates, the avails of such certificates would have

* Since the year 1850 the English consols (three per cents.)have ranged in price from
99% (in 1851) to 874 (in 1866.) The average price has, however, during that period
been above 92; a rate which indicates the borrowing power of the government to be
about 31 per cent. per annum,
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been quietly withdrawn from the Treasury, and the banks would have
found themselves possessed of ready means with which to supply the
demands of their dealers.

It is said that the issue of such certificates would facilitate the with-
drawal of legal-tender notes for speculative purposes, but the assistant
treasurer in New York could hardly fail to be advised of the deposit of
large amounts of money with himself for illegitimate purposes, and a
provision of law similar to the one already in force, forfeiting the amount
of money on deposit, and directing the prosecution of such offenders,
would effectually prevent sueh transactions.

The issue of a Government certificate for the use of all the banks of
the country, to be counted as a certain portion of their reserve, was ree-
ommended as follows in my last annual report:

The reserves of the nineteen hundred national banks located elsewlhere than in the
city of New York are held to a great extent in that city. For most of the time during
the past year an amount equal to more than one-fifth of the capital of all these
uational banks has been held on deposit by the national banks of the city of New York
to the credit of their correspondeuts. In many cases these credits amount to twice
the capital of the bank with which they are deposited ; in other cases the amount of
deposits is three, four, and even five times the capital, which amount has been at-
tracted thither largely by the payment of interest on deposits. The failure of one of
these New York (Aty banks in a time of monetary stringency would embarrass, if not
ruin, many banks in the redemption cities, and, in turn, the country correspondents of
these banks would snffer from the 1mprudence of the New York bank, whlch would be
responsible for wide-spread disaster.

In times of excessive stringency loans are not made by such associations to busmess
meu upon commercial paper, but to dealers in speculative securities, upon short time,
at high rates of iuterest; and an increase of call-loans beyond the proper limit is more
hkely to atford facilities for uuwarrantable stock speculatlons than rellef to levltlmate
business transactiouns.

The variations in the hablhtles requiring reserve in the banks of the city of New
York are very great. The banks outside of New York, during the dull season, send
their surplus means to that city for deposit upon mberest to await the revival of busi-
ness. The banks in the city of New York, at such perlods of the year, have no legiti-
mate outlet for these funds, and are, therefore, threatened with loss. The stock board
takes advantage of this condition of affairs, speculation is stimulated by the cheap-
ness of money, and a market is found for the idle funds upon doubtful collaterals, and
the result is seen in the increased transactions at the clearing-house, which, during
the past year, exceeded thirty-two thousand millions of dollars, or an average of
more than one hundred millions of dollars daily—not one-half of which was the result
of legitimate business; the total amount of transactions being greater than that of
the bankers’ clearing-house of the city of London. The evil arises largely from the
payment by the banks of interest on deposits, an old-established custom which cannot
easily be clanged by direct legislation. A considerable portion of these deposits
would remain at home if they ecouid be used at a low rate of interest, and made avail-
able at any time upon the return of the season of active business, No sure invest-
ment of this kind is, however, open to the country banks, and the universal custom is
to send forward the useless dollars, from vaults comparatively insecure, to their cor-
respondents in the city, where they are supposed to be safer, and at the same time
earning dividends for shareholders. A4 Government issue, bearing a low rateof interest, to be
counted as a certain proportion of the reserve, and an increase of the amount which the country
banks are required to keep on hand, is the proper remedy for such a state of things. Such an invest-
ment need not result in inflation, for the currency invested would be in the possession of the Govern-
ment. If the currencyis held, the objection is the loss of interest to the Government; but this loss
would be no more than' a just rebate upon the six millions of dollars of taxation annually paid
by the banks to the Government, at a time when almost every kind of internal taxation has been
discontinued. Such a reduction of taxation should not be grodgingly made, if the re-
sult shall be to give elasticity to the currency, to strengthen and steady the money
market, to give additional securlty to seven hnndred millions of dollars belonging to
deposnors by retaining in the vaults of the banks a large amount of funds for legiti-
mate business purposes, which would otherwise be thrown upon the stock board to
unsettle values throughout the country, and alternately increase and depress the price
of every conumodity.

The recommendation for the issue of these certificates, to be counted
as a certain portion of the reserve, is renewed.
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The same certificates could also De issued to a large extent as a safe
investment for laboring en and others desiring such an investment
for earnings. 1If such certificates were issued in amounts of $50 they
wounld at once be recognized as the safest possible temporary invest-
ment, and the Government would soou ascertain by experience what
proportions of such certificates could be safely invested in the 6 per
cent. bonds of the United States, thus saving the interest upon the
funds it which the earnings of the laboring man were invested, and con-
ferring a permanent benefit upon its humblest citizens.

The returns made to the clearing-house association of the weekly
average of reserve of the national banks for each week since the first
of January last, show that the provision referred to has been generally
observed, and the exceptions to the rule have not been among banks of
old established reputation, whose experience is entitled to great weight,
but among banks more recently organized, which have been ambitious
to obtain business and are willing to assume risks for that purpose.*

The rule requiring a reserve was adopted by the voluntary action of
the clearing-house association of the city of New York, previous to the
passage of the national currency act. At a meeting of bank officers,
representing forty-two of the forty-six banks of the city of New York,
held at the rooms of the clearing-house association in March, 1858, it
was agreed ¢ to keep on hand at all times an amount of coin equivalent to
not less than 20 per cent. of our net deposits of every kind, which shail
be made to include certified checks and other liabilities, except circu-
lating notes, deducting the daily exchanges received from the clearing-
house.” This resolution was adopted five years previous to the passage of
the national currency act, and its phraseology is not unlike the provisions
of that act in reference to reserves to be held by the national banks of
New York City. The resolution did not provide for a reserve on circu-
lation, for the reason that the circulation of the city banks was at that
time redeemable at par in coin; so that no action was necessary in

* Statement of the weekly average percentage of reserve held by the New York City banks, as
reported to the cloaring-house.

Weok A;’;fggfep“& Ayerage per- | Averageper- || .o Aggg{fﬂ‘?e& A,vera{."e per- | Average per-
end- pational centage of eentage of endine—| mational| centage of centage of

ing— | Janks Statebanks. | all. ; & b‘;nks Statebanks.) all.

X i 3 5
1873. | 1873,

Jan., 4 26.32 18. 21 25. 61 | May 17 27.53 19, 57 26. 85
11 27.25 19. 98 26, 61 l 24 27.03 20. 00 26. 43
18 27. 60 19,31 26.85 |! 31 7. 61 18. 50 26. 82
25 27, 46 19, 00 2.7 | June 7 29. 70 21. 34 20. 00
Feb. 1 206. 56 17.59 2377 | 14 30. 28 20. 87 29. 50
8 26.35 16. 99 25.54 | 21 30, 34 20. 80 29, 51
15 24,93 17.90 24,32 | 28 30. 97 21.25 30.14
21 24.78 16. 88 24.10 July 5 31 19, 09 30. 72
Mar. 1 5. 57 16. 97 24, 84 12 3142 20,91 30. 58
8 235. 56 17. 6t 24.89 19 30, 87 21. 10 30. 04
15 25. 53 16. 63 24.98 A 30. 95 21, 54 30. 12
22 23. 50 17.26 24, 80 Aung. 2 30. 59 19. 83 29. 67
29 25.34 16. 95 24.62 | 9 30.18 21, 42 29. 42
Apr. 5 23.83 15. 97 2. 16 ) 16 30. 39 20. 24 29. 48
12 A, 42 17.38 23.82 | od 28,28 18,52 27.43
19 25. 02 17.69 24.39 30 .94 18. 84 ?7.15
20 235.17 18.93 24. 65 Sept. 6 235. 67 17. 62 24. 95
May 3 286,51 19. 03 25.87 i 13 24, 44 18.35 23. 89
10 27.32 19. 54 26.67 | 20 23.55 17.95 23.03

From the weekly average percentage of the State hanks is excluded the weekly average percentage
of the Bank of America and the Manhattan Company, the former of which was invariably and the
latter usually in excess of 25 per cent.
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vespeet to the reserve to Dbe held upon circulating notes. From
that time to the passage of the mnational currency act the reso-
lution was generally observed, and since the passage of the act neither
the New York clearing-house association nor the clearing-house as-
sociation of any city has requested the repeal of such restrictions. On
the contrary, the New York association has repeatedly refused to modify
the rule by agreeing that national bank notes, which by the law can be
used in payment of debts to each other, may be so employed.

The national currency act requires that the national banks “shall at
all times have on band” the reserve requnired in lawful money, and the
advocates of a repeal of the reserve laws insist that, under this pro-
vision, the national banks are absolutely prohibited from using these
reserves at any time. The provision requiring that a reserve shall be
kept on hand at all times, was intended to protect the depositor, and to
keep the bank in funds for the purpose of responding at all times to the
demands of its creditors. This is evident from the fact that the bank
is required, when its reserves become deficient, to cease discounting and
making dividends nntil the amount of the reserve shall be restored.
The word “reserve” is used, as has been suggested, in the same sense
as it is wsed in an army, and “the fact that a military commander can-
not be definitely instructed when he may employ his reserve force, is not
regarded as a reason why that important portion of the army organiza-
tion should be abandoned, or be reduced in number or efficiency.” To
claim that a bank cannot redeem its own notes upon presentation, and
cannot pay the checks of its depositors on demand if the payment of
such debts shall intrench upon its reserves, is equivalent to declaring
that the national currency act was intended to provide for the destruc-
tion of the very institutions it had ereated. From the first organization
of the system to the present time, the uniform decisions have been that
the object of the reserve is to enable the bank at all times to pay its
debts. In times of panic the depositors of a bank, and not its officers
and direetors, are its masters; and it is absard to mnaintain that a bank,
liable at such times to Dbe called upon to pay its debts, would, if there
were no reserve laws, loan upon commereial paper, at the risk of almost
<ertain failure and disgrace, the money which belongs to its creditors.

While the Comptroller concedes that experience may hereafter Jjustify
a modification of the provisions of the act in this respect, he is clearly
of the opinion, in view of the lessons to be derived from the late sus-
pension of currency payment in New York, that he would not be war-
ranted in recommending any change at present, except the offer of
inducements, as already stated, to the banks of the country to hold a
larger proportion of their reserve in their own vaults, in certificates
which ean be readily converted into cash when the funds of the
depositor are demanded.

[f the certificates should, however, be issned as proposed, the reserve
20of the country banks and the reserve of banks in the redemption cities
{other than New York) may with propriety be reduced, the amount
required to be kept on hand being largely increased; while the banks
in the ¢ity of New York should still be required to keep on band 25 per
«ent., (one-half in certificates, if desired,) subject to a reduction at any
time by the Comptroller, with the eoncurrence of the Seecretary, upon
the recommendation of the clearing-house. Upon the return to specie
payments and the funding of the United States debt into bonds bearing
@ low rate of interest, the reserve now required may be very much
weduced and perhaps altogether dispensed with.

A table in the appendix, which has been compiled from the regular
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reports to this office, exhibits the percentage of reserve held by the na-
tional banks of the country for the past five years, and shows that in
every State, and in the principal cities of the Union, they have been
found, in almost every instanece, to hold in the aggregate an amount
of reserve considerably beyond the requirements ot the law.

THE PANIC OF 1873.

The monetary crisis of 1873 may be said to have had ifs beginning
in New York City on September 8, by the failure of the Warechouse
Security Company, and of two houses which had left their regular busi-
ness to embark in enterprises foreign thereto, which were followed on
the 13th by the failure of alarge firm of stock-brokers. On the 18th and
19th two of the largest banking-houses in the eity, well known through-
out the country, and which were interested in the negotiations of large
amounts of railroad securities, also failed; and on the 20th of the same
month the failures of the Union Trust Company, the National Trust
Company, the National Bank of the Commonwealth, and three other
well-known banking-houses were announced. On the same day the
New York Stock Exchange, for the first time in its existence, closed
its doors, and they were not again opened for a period of ten days,
during which period legal-tender notes commanded a preminm over
cerfified checks of trom one-fourth of one per cent. to three per cent.
An aetive demand for deposits commenced on the 18th, and increased
rapidly during the 19th and 20th, c¢hiefly from the country correspond-
ents of the banks; and their drafts continued to such an extent, “calling
back their deposits in a medium never before received,” that the reserves
of the banks were alarmingly reduced.

The ¢ call loans,” amounting to more than sixty millions of dollars,
upon which the banks relied to place themnselves in funds in such an
emergency, were entirely unavailable, because the means of the bor-
rowers, upon the realization of which they depended to repay their loans
were, to a great extent, pledged with the banks. These collaterals could
in ordinary times have been sold, but at that moment no market could
be fonnd except at ruinous sacrifices. Had there been a market, the
payments would have been wade in checks npon the associated banks,
which would not have added to the general supply of cash. A meeting
of the clearing-house association was called, and on Saturday evening,
September 20, the following plan for facilitating the settlement of
balances at the clearing-house was unanimously adopted :

In order to enable the banks of this association t0 afford such additional assistance
to the business community, and also for the purpose of facilitating the settlement of
the exchanges between the banks, it is proposed that any bank in the clearing-house
association, may, at its option, deposit with a committee of five persons, to be ap-
pointed for that purpose, an amount of its bills receivable, or other securities to be
approved by said committee, who shall be authorized to issue therefor to said deposit-
ing bank certificates of deposit, bearing interest at seven per cent. per annum, in de-
nominations of five aud ten thousand dollars, such as may be desired, to an amount
not in excess of seventy-five per cent. of the securities or bills receivable so deposited.

Except when the securities deposited shall consist of either United States stocks or gold
certificates, the certificates of deposit may be issued npon the par value of sueh secur-
ities.

These certificates may be used in settlement of balauces at the cleariug-house for a
period not to extend beyond the first of November proximo, and they shall be received
by creditor banks during that period daily, in the same proportion as they bear to the
aggregate amount of the debtsr balauces paid at the clearing-honse.

The interest which may acerre npon these certificates sball, on the 1st day of No-
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vember next, or sooner, should the certificates all be redeemed, be apportioned among
the banks which shall have held themn during that time.

The securities deposited with the committee, as above named, shall be held by them
as a special deposit, pledged for the redemption of the certificates issued thereon.

The committee shall be authorized to exchange any portion of said securities for an
eqnal amount of others, to be approved by them, at the request of the depositing bank,
and shall have power to demand additional security, either by an exchange or an in-
creased amount, at their discretion.

The amount of certificates which this committee may issne as above shall not ex-
ceed ten milliou dollars.

This arrangement shall be binding npon the clearing-house association when as-
sented to by three-fourths of its members.

The banks shall report to the manager of the clearing-house every morning at 10
o’clock the amount of such certificates held by them.

That, in order to accomplish the purposes set forth in this arrangement, the legal
tenders belonging to the associated banks shall be considered and treated as a common
fund, held for mutual aid and protection, and the committee appointed shall have
power to equalize the same by assessment, or otherwise, at their discretion.

For this purpose a statement shall be made to the committee of the condition of each
bank on the morning of every day, before the commencement of business, which shalk
be sent with the exchanges to the manager of the clearing-house, specifying the fol-
lowing items:

1st. Amount of loans and discounts.

2d. Amount of loan certiticates.

3d. Amount of United States certificates of deposit and legal-tender notes.

4th. Amount of deposits, deducting therefrom the amount of special gold deposits.

The suspension of currency payments followed and was at first confined
to the banks ot New York City, but afterward extended to other large
cities because the New York banks could not respond to the demands
of their correspondentsin those cities, and these, in turn, could not re-
spond to the demands of their correspondents. IExchange on New York,
which would otherwise have commanded a slight preminm, was at a dis-
count, and to a considerable extent unavailable. The suspension of the
banks in other leading cities, almost without exception, therefore fol-
lowed, and their partial or entire suspension continued for forty days,
until confidence was in a measure restored by the resumption of the
New York City bankson the first day of November.

Although predictions had been made of the approach of a finanecial
crisis, there were noy apprehensions of its immediate occurrence. On
the contrary there were in almost every direction evidences of prosper-
ity. The bharvest was nearly or quite completed, and the bins and gran-
aries were full to overflowing. The manufacturing and mining interests
had also been prosperous during the year, and there was good promise that
the fall trade, which had opened, would be as large as during previous
years. The value of the cereals, potatoes, tobacco, and hay for 1872, is
estimated by the Department of Agriculture at $1,324,385,000, 1t is
supposed that the value of these products for the present year, a large
portion of which was at this time ready for sale and awaiting shipment
to market, will not vary materially from the above-mentioned estimate
of last year. An estimate based upon the census returns of 1869 gives
the probable aggregate value of the marketable products of industry
for that year as $4,036,000,000, and a similar estimate upon the same
basis, and upon returas to the Agricultural Department, gives an increase
of $1,788,000,000 for 1873 over the amount for 1868.

It is not the province of the Comptroller to explain the canses which
led to this suspension. In order to enter upon such an explanation it
would be necessary to obtain comparative data for a series of years in
reference to the imports and exports, the products of industry, the issue
of currency and other evidences of debt, and, in fact, a general
discussion of the political economy of the country. The immediate
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cause of the crisis is, however, more apparent. The money market had
become overloaded with debt, the cost of railroad construction for five
years past being estimated to have been $1,700,000,000, or about
$340,000,000 annually ; while debt Dbased upon almost every species of
property—State, city, town, manufacturing corporations, and mining
companies—had been sold in the market. Such Dbonds and stocks
had been disposed of to a considerable extent in foreign markets, and
so long as this continued the sale of similar securities was stimulated,
and additional amounts offered. When the sale of such securities
could no longer be effected abroad, tlie bonds of railroadsand other en-
terprises of like nature which were in process of construction were thus
forced upon the home market, until their negotiation became almost
impossible. The bankers of the city ot New York, who were burdened
with the load, could not respond to the demands of their creditors, the
numerous holders of similar securities became alarmmed, and the panic
soon extended throughout the country.

The present finanecial erisis may, in a great degree, be attributed to the
intimate relations of the banks of the city of New York with the transac-
tions of the stock-board, more than one-fourth, and in many instances
nearly one-third, of the bills-receivable of the banks, since the late civil
war, having consisted of demand loans to brokers and members of the
stock-board, which transactions have a tendency to impede and unsettle,
instead of facilitating, the legitimate business interests of the whole
country. Previous to the war the stock-board is said to have consisted
of only one hundred and fifty members, and its organic principle was a
strietly commission business, under a stringeut aud conservative consti-
tution and by-laws. The close of the war found the membership of the
stock-board increased to eleveu hundred, and composed of men from all
parts of the country, many of whom had congregated in Wall street,
-adopting for their rule of business the apt wmotto of Horace, ¢ Make
money ; make it honestly if you can; at all events make money.”* The
law of the State of New York, restricting the operations of the stock-
‘board, which had been retained on the statute-book since 1813,f had, un-
fortunately, been repealed in 1858, so that its members and manipulators
were enabled to increase their operations to a gigantic scale.

* Rem facias; rem,

&8i possis, recte ; st non, quocunque modo rem.

1 “All contracts, written or verbal, for the sale or transfer of any certificate or other
«evidence of debt, due by or from the United States, or any separate State, or of any
share or interest in the stock of any bank, or of any company incorporated under any
law of the United States, or of any individual State, shall be absolutely void, unless
the party contracting to sell or transfer the same shall, at the time of making such
contract, be in the actual possession of the certificate or other evidence of such debt,
share or interest, or be otherwise entitled in his own right, or be duly authorized by
some person so entitled, to sell or transfer the said certificate of debt, share or interest
80 contracted for.

“All wagers concerning the price or prices, present or fatare, of any part of any debt
due by or from the United States, or any separate State, or of any share or interest in
the stock of any bank or other company incorporated under the laws of the United
States, or any individual State, or of any certificate or other evidence of any such debt
or part of such debt, or of any such share or interest, shall be void.

“Every perzon who shall pay or deliver any money, goods or thing in action, by way
of premium or difference, in pursuance of any contract or wager in the two last sec-
tions declared void, and his personal representatives may recover such money, goods,
-or other thing in action, of and from the party receiving the same and his personal
representatives.”

Passed February 25, 1813, (Page 706, revised statutes of New York, vol. 1, second
edition.) Repealed laws of New York, page 251, eighty-first session, 1858,
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The quotations of the stock-board are known to be too frequently
fictions of speculation, and yet these fictions control the commerce and
business of a great country, and their influence is not confined to this
country, but extends to other countries, and seriously impairs our credit
with foreign nations. 'The fictitious debts of railroads and other corpo-
rations which they have bolstered up, and which have obtained quota-
tions in London and other markets of the world, have now been reduced
to a more proper valuation, or stricken from the list.

‘Whether the Congress of the United States or the legislature of the
State of New York may not re-enact a law reviving similar restrictions
with great benefit to the true business interests of all parties is respect-
tully submitted.

Many measures of reform are proposed in order that the lessons of
the crisis may not be lost, and others be led hereafter to repeat similar
errors. Unity of action among the leading banks of the great cities
will do more to reform abuses than any congressional enactinent ; for,
unless such corporations shall unite and insist upon legitimate methods
of conducting bnsiness, the laws of Congress in reference thereto will
be likely soon to become inoperative—such enactments being observed:
in their true spirit by the few, while thie many evade them and thus
invite a repetition of similar disasters.

If, however, the banks are disinclined to unite for such a purpose, the:
legislation required of Congress will be such as will induce associations
outside of the city of New York to retainin their vaults such funds as.
are not needed at the commercial center for purposes of legitimate busi-
ness.

The following table, exhibiting the condition of the banks in New
York City in the month of October for four years past, has been
prepared for purposes of comparison with the statement of September
12, of the present year, which is also given:

OCTOBER 9, [ OCTOBER 8, OCTOBER 2, | OCTOBER 3, [SEPTEMBERIZ,
1869, 1870. 1871, 1872, 1873.

Resources.
54 banks. 54 banks. 54 banks. 50 banks. 48 banks.

Loans on U. S. bonds on demand| $9, 414, 376 60{ $9, 012,964 10! §5, 661, 498 50; $3, 180, 738 35| 2, 938, 875 98
Otber st’ks, b'ds, &c., on dem’d| 43, 650, 883 51 53, 509, 602 90| 70, 185, 331 18| 53, 409, 624 68| 57, 916, 130 34
Loans payable in ffold .................................................. 3,411,738 28 4,381, 571 00
Loans, all ether _._..... -..[100, 237, 639 301105, 146, 590 54122, 806, 969 10.123, 183, 624 55{133, 924, 310 47

Overdratts . ...... 241,054 67] 112,928 40] 215,166 19] 225 675 50, 182,439 04
Bonds for circulat "1 41,762, 450 00| 40, 856, 550 €0| 38, 337, 600 00| 34, 312, 100 00| 33, 870, 100 00
Bonds for deposits. . 1,474,000 00| 700,000 00 4 569,000 00| 1,066,750 00} 650,000 00

U. S. bonds on hand.
QOther stocks and bo
Due from national banks
Due from State banks. .
Real estate furniture,&
Current expenses
Preminms pai
Cash items .

Clearing- lhotrse
National bank notes..
Practional currene;

5,011, 500 06 6, 569, 750 00 5, 684, 050 00} 4,310,700 00 3, 332,400 G0-
| 6,514,988 07 6,990,261 39| 5,949,250 03] 4,400,397 21{ 4, 552,797 40
.1 13,952,536 46| 12, 617, 724 03| 15,342, 721 82| 13,225, 611 01] 15, 740, 765 99
1,806,730 Y4| 2 472,520 36 3,173,841 40| 3, 932, 205 48| 2, 077,286 04
7,422,039 95| 7,333,189 04; 8 034,205 88 8 061,352 99! 8, 469, 984 33
1,103,007 65 1,282, 525 00| 1,250,116 17) 1,117,471 34 805, 622 11

805, 508 82 921, 615 25 1,232, 601 10 804, 339 19 T6R, 179 69
L1 3,487,381 39] 2,330,751 92 2,765,929 97 3,649, 474 86| 2, 058,769 53
- 78,555, 991 12| 66, 527, 335 53| 73, 853, 034 12| 89, 971, 301 35| 67, 897,740 69
1,755,346 00| 2 601,519 00 1,833 474 00] 2,724, 791 00| 2, 61%, 583 00

611, 751 11 331,076 76 204, 857 09 293, 901 62 338, 394 32
41,792,740 3] 1,607, T42 911 1,121, 869 40 920,767 37{ 1,063,200 55
-1 16,897,900 00] 7,533, 900 00/ 7,590,260 00 5,454,580 0] 13, 522, 610 00
-.| 21,070,062 00} 17, 648, 577 00} 32, 044, 183 00! 27, 004, 485 0L} 21, 468, 530 ¢0
Throe per cent. cert: 8- ---) 12,050,000 0G{ 11, 140, 000 0B 500, 000 00 575,000 Ot} ..o .........
U. 8. certificates of deposit ..o oo [ iainl veeee e L.t 5,855,000 0C) 10, 810, 600 00
Clearing-house certifieates. ... 15,943, 000 00 17,015,000 00] 17, £95,000 00 5,585,000 O¢f ... .......

Legal- undu notes .

390, 503, 093 35375, 152, 133 15i4'2'3, 345, 958 95’395, 976, 719 T:1339, 46, 310 48
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OCTOBER 9, | OCTOBER 8,

OCTOBER 2, | OCTOBER 3, [SEPTEMBER12,
1269, 18%0. 1871, 1872.

1873.

Liabilities.

54 banks. 54 banks. 34 banks. 50 banks, 48 banks.

|
$73, 218,100 00§73, 435, 000 00 $73, 235, 000 00/$71, 285, 000 00 $70, 235, 000 00
17, 768, 667 71} 18, 835,009 19! 19,468, 615 20! 20, 878, 877 81] 21,923, 211 45
10, 964, 277 76| 10, 039, 1&1 4‘2‘ 10, 388, 623 51| 11, 049, 162 30} 11,210,470 03
34, 683, 075 00| 32, 945, 080 00] 30, (632, 976 00| 28, 070, 951 00} 27, 482, 342 00
243, 974 00) 235, 959 00, 226, 479 00, 189, 575 00 146, 525 00

Capital stock
Surplus fund ..
Undivided profits ...
National bank circulation..
State bank circulation. ..

Dividends, unpaid. ........o oo, 236,860 65 265,569 71| 261,830 46| 205,979 60
Individual deposits—eurrency. 136, 660 848 70127, 991, 339 01141, 001, 424 39117, 749, 902 19.111, 463, 264 04

gold ..ol 6,170, 566 29| 12,101, 731 10
Certified ¢hecks......... .| 52, 580,265 47] 37,689, 550 53 44, 679, 638 56| 63, 827, 194 36| 42, 695, 185 81

Cashiers’ checks. .. 1,282, 332 36) 1,329,457 01 891, 358 43 778,729 10] 1,952,481 79
United States deposits .. 253, 692 98 241,961 99| 4,073,218 3% 238, 092 15 296, 8717 39
Deposits of TU. 8. disb’gofficers.|. ... ... doeoei i il 3,213 37 40,297 13
Due to other national banks. ..| 50,005, 913 23| 55, 047, 455 65| 76, 701, 443 53| 60, 580, 921 60 2,257,169 25
Due to State banks and bankers! 12, 901, 946 14] 16, 225, 168 70] 20, 630, 052 21] 14, 852, 279 01} 18, 113, 050 50

Notes and bills rediscounted...|.....ocoooiiiiiiiiaiaia... 61,500 00]. o novevene i iiaa e
Bills payable c..oveooviiainii i e prmemmmeeees 39,825 14 62,125 39

TOtal enneevannaamannnns. 390, 563, 093 83 375, 152, 133 15i422, 345,958 95'395, 976, 719 78i389, 486,310 48
! ]

Reserve, 24.4 pel‘CBl;t.

The following totals exhibit similar data, compiled from the re-
turns of the country banks of New Eungland, the Middle, and the West-
ern and Northwestern States.

States Ttems September | October 13, November
. = 1873,

12, 1873. 1, 1873.

NEW ENGLAND STATES.

Maine Loans ........... Camevierennnes B154, 407,121 | $150, 841, 262 | $148, 291, 782
New Hamps| h P Cirenlation 82, 746, 627 83, 154, 174 83, 288, 566
VS:;';DO gglps R DePOSits . oo oecnroaamnaanann. 61,912, 935 55, 830, 627 52, 725, 593
Massachliééit.s; """"" Balance dne tobanks ........... 3,230, 941 2,224, 089 552, 117
Rhode Tsland ..o ooomno. Due from redeeming agents. . ... 18, 969, 598 13, 411, 621 12, 425,176
Connecti ‘t """"" Legal-tenders................... 10, 956, 979 11, 517, 756 11, 431, 217

ACUT cevnecens [ L 360, 786 304,187 339, 634

MIDDLE STATES.
150,157, 681 | 142, 085, 003 138,273,174

New York coaenennnnn.. 65, 416, 519 653, 871, 069 63, 976, 343
New Jersey.-ooeeeunn.. Deposits. ....-. O 102,671,101 | &9, 036, 682 85, 907, 955
Pennsylvania........_. Balance due to banks ........_.. 1, 226, 981 1,869,819 [..cooovaun...
Delaware ccveeeivenan.. Due from redeeming agents..... 21, 428, 875 14, 015, 227 12, 024, 641
Maryland ....on.ooenn-. Logal tenders . cceeveesoaeneen.. 13,541,540 | 14,782, 708 14, 949, 360
[ L 430, 944 301,939 357,335
WESTERN STATES.
(01371 S
Indiana...occoocvvennnn . 323,854,884 | 116,833,970 111, 549, 204
TUEDOIS +vevnnnmmmneanns Circulation cv..ocoeaeeee... e...| 59,659,474 | 60,253,336 60, 475, 650
Michigan . Deposits..ooveeannnna... .92, 856, 762 5, 541,162 70,772, 060
Wisconsin Balance due to banks. .. PO
Due from redecming agent 17, 993, , 981,
Legal tender: | 14,085,011 [ 16,341,748 16,199, 236
SPECI < aeem e meamme e aaans 246, 003 217, 680 273, 521

The Comptroller, in order to obtain statistics of the condition of the
banks during the late panie, as well as just previous to its commence-
ment, issued a circular calling upon all the national banks for reports
on October 13, the day on which the banks of the city of New York
held the smallest amount of legal-tender notes during the late crisis,
and on November 1, the day on which the banks resumed currency pay-
ments. The aggregates of these statements for each State and the re-
demption cities will be found in full in the appendix to this report, as
will also a statement exhibiting in detail the average amount of loans,

circulation, deposits, specie, and legal-tender notes of each of the asso-
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ciated banks of New York City for the week ending September 20, 1873,
and the aggregates as reported to the clearing-house for the week end-
ing November 22. From all these returns the following comparative
statement of the banks in New York City at different dates has been
prepared :

September 12, September 20,) October 13, | November 1, | November
1873. 1873.* g

| | 1873, 1873, 22, 1873.%
TOADS ««eeevmeee e ean e anees | $199,160,888 |....... ...... $179, 135,030 | $169, 164,559 |.__ . ..._..
Circulation el 2n 482342 191,151,600 | 27,851,206 | 27, 835, 612 | 27, 267, 700

Deposits .o.oov.niiiinnn -1 99,952, 097 167, 184, 600 £9, 664, 948 92, 563, 997 | 138, 625, 300
Balance dne to banks o) 72,552,768 {eii el 38,790, 113 36,911,563 [............
TLegal tenders ............ . 32, 278, 530 29, 607, 200 6, 517, 250 15, 668, 452 | 25, 330, 600
SPECIL. - o e emeee e aenans | 14,585,811 | 16,119,400 | 10,031, 470 | 11,499, 457 | 14,759, 300

* Averages as reported to clearing-house, for week ending at the date mentioned,

Some of the special reports were not received until daring the pres-
ent week, and the abstracts were therefore so lately completed that the
Comptrolter can only refer the inquirer to these curious and interesting
statistics of the condition of the banks of the country during the month
of the panic, without any extended comments.*

INTEREST ON DEPOSITS.

In my last annual report I referred briefly to the evils resulting from
the payment of interest upon deposits, and my predecessors have fre-
quently referred more at length to the same subject. The difficulty has
been that the proposed legislation by Congress upon the subject would
apply only to the national banks. The effect of such legislation would
be to bring State banks and savings banks, organized by authority of
the different States, in direct competition with the national banks in
securing the accounts of correspondents and dealers; the national banks
would be desirous of retaining their business, and the more unscrupu-
lous would not hesitate to evade the law by offering to make collections
throughout the country free of charge, to buy and sell stocks without
commission, and to rediscount paper at low rates. The proposed action
of the clearing-house in the city of New York, if adopted by the clearing-
houses of the principal cities of the Union, would do more to prevent
the payment of interest on deposits than any congressional enactment.
But the evils resulting from the payment of interest npon deposits are
by no means confined to the city banks. It may be safely said that
this custom, which prevails in alimost every city and village of the Union,
has done more than any other to demoralize the business of banking.
State banks, private bankers, and associations under the guise of sav-
ings banks, everywhere, offer rates of interest upon deposits which can-

*Since writing the above the i'{lild\villg statement has been prepared, sho_x;'ing the
whole amount of national-bank currency, legal-tender notes, and fractional currency
issued up to October 12 and November 1, 1873

October 13, November 1.
National-bank coTrency.oeeancoveee oo cieaaaecann, $350,049,056  $350, 332, 854
Legal-tender notes «...o.overer cemieaaceaaaa o, 359, 566, 883 360, 952, 206
Tractional CUITEVCY «ovuueammee iemcce e aen e 46, 699, 191 47, 876, 149
0] 171 £ 756,315, 135 759,161,239

Deduct amounts held by the Treasury and by the banks 116, 496, 997 128, 140, 727

Which will leave unaccounted for...........ooo. ... 639, 818, 138 631, 020, 512

After making due allowance for the currency held by State and savings-banks, trust
companies, and private bankers, these are larger amounts than can be supposed to
have been in the pockets of men or the tills of small dealers. But it may be left to
the ingenious in such matters to divine what portion thereof was hoarded by the

imi i t, or the covetous.
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not safely be paid by those engaged in legitimate business. National
banks, desirous of retaining the businessof their dealers,also make sim-
ilar offers, and the result is, not only the increase of the rates of inter-
est paid to business men, but, as a consequence, investments in nnsecured
loans, bringing ultimate loss both upon the shareholders of the bank and
the depositors. The kind of legislation needed is that which shall apply
to all banksand bankers alike, whether organized under the national cur-
rengy act or otherwise. Alaw prohibiting the payment of interest on de-
posits by the national banks willhave little effect, unless followed by simi-
lar legislation under authority of the different States, and there is little
hope that such legislation can be obtained. The national currency act,
which was passed during the war, provided for a tax of one-half of one per
cent. upon all deposits, and, subsequently, internal revenue legislation
extended this tax to all deposits made with State banks and individual
bankers, If legislation prohibiting the payment of interest on deposits
shall be proposed, I recommend that this law be so amended as to repeal
this tax, so far as it applies to demand deposits, and that an increased
rate of taxation be imposed uniformly upon all deposits which, either
directly or indirectly, are placed with banks and bankers with the offer
orexpectation of receiving interest. Such legislation, if rigidly enforced,
would have the effect, not only of reducing the rate of interest throngh-
out the country, but at the same time preventing the illegitimate organ-
ization of savings-banks—which organizations should be allowed only
upon the condition that the savings of the people shall be carefully and
prudently invested, and the interest arising therefrom, after deducting
reasonable expenses, distributed from time to time to the depositors, and
to no other persons whatsoever.

CERTIFICATION OF CHECKS.

The act of March 3, 1869, authorizes the appointment of a receiver
“if any officer, clerk, or agent of any national bank shall certify any
check drawn upon said bank, unless the person or company drawing the
said check shall have on deposit in said bank at the time said eheck is
certified an amount of mouney equal to the amount specified in sueh
check.”

Receivers have been appointed during the past year, for the National
Bank of the Commonwealth of New York and the New Orleans National
Banking Association, for violations of this act; and it is the intention
of the Comptroller to hereafter rigidly enforce this act whenever he is
satisfied of such violation.

PROFIT ON CIRCULATION ; TAXATION, EARNINGS, AND DIVIDENDS.

It is asserted that the national banks should be subject to greater
taxation than other capital because they derive large profits from the
issue of their circulating notes. In general terms it is stated that the
profit derived by the national banks from such circulation is between
‘five and six per cent. in gold interest upon the amount of the bonds
on deposit with the Treasurer, bearing that rate of interest payable in
coin. Nothing could be more erroneous. 'The banks hold an average
reserve of more than one hundred millions of legal-tender notes, which
isequivalent to a loan to the Government without interest. They also
hold of United States bonds, purchased at a premium, $42,471,000 in
excess of the circulation issued, which they are required to keep on
deposit with the Treasurer of the United States as security for circula-
tion, and from which they derive no profit except the annual interest
paid to all holders of such bonds. Large amounts of United Sta'es
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six per eent. bonds held by the banks have also from time to time been
volantarily surrendered by them to the Goverminent and five per cent.
bonds taken in gxchange.

The only national banks anthorized to be organized under the act of
July 12, 1870, were banks to be located in States which had received
less than thelr proportion of circulation, as provided by the act. During
a large portion of the past year, five per ceut. bonds issued by the Gov-
erument have been at a premimmn in the market of fifteen per cent.
A national bank organized in the city of Chicago deposits with the
Treasarer $100,000 of five per cent. bonds, costing $115,000 in cur-
rency. Upon these bonds the bank receives from the Government
$5,000 interest in gold, which, with the premium thereon, would
amount to $5,750. It also receives in circulation $90,000, and is
required to keep twenty-five per cent. of that amount on h(md as re-
serve, leaving $67,500, from which it would derive an income, at ten
per cent., of $6, 750 and from this must be deducted a tax of one
per ceunt. ($900) upou the amounnt of circulation issued, leaving an
income of $5,850, which, if added to the interest recelved from the
bonds, would amount to $11,600. If the $115,000 had been invested in
bonds and mortgages bearmg ten per cent. 1nterest it would net annu-
ally $11,500, leaving a profit of $100 to the bank for circulation during
the year, and a loss of $15,000 premium upon the bonds at the date of
their maturity, The profits of a country bank located in the West or
South, with interest at ten per cent., adopting the same calcnlation,
would be a little more than one per cent., and of a bank located in the
city of New York, with interest at ssven per ceut., about 14 per cend. ;
and of a country bank located in the Bast, with interest at ssven per
cent., less than 24 per cent. The earnings upon capital invested in
United States bonds upon which circulation ig issued, would not, in
the city of New York, exceed the profits of an investment returning an
income of 8% per cent., and in a country bank in the Bast they would
be but little more than on an investment earning nine per cent.

The national banks, prior to May 1, 1871, paid to the Commissioner of
Internal Revenue a license or special tax of $2 on each $1,000 of capital,
and an income tax on net earnings to December 31, 1871 The special
or license tax from May 1, 1864, to \hy 1,1871, amounted to $5,322,688.43;
the income tax from Mfmrch 1 1869, to September 1, 1871, amounted tO
$5.5639,289.17. The national banks also pay the followiug taxes to the
Treasurer of the United States: one per cent. annually on circulation out-
standing ; one-half of one per cent. annually upon deposits ; and one-half
of one per cent. annually upon capital not invested in Unite {Sta,tes bonds.
These taxes are payable semi-annually.

The following table exhibits the amount of taxes collected by the
Treasurer, annually, from the organization of the system to January 1,

1873 :
Year, Circulation. Deposits. Capital. Aggregate.

$287, 740 45 $412, 953 99 $55, 631 63 $156, 326 07

1,371,170 52 2,106, 480 74 316, 829 01 3, 794, 480 27

2, 638, 396 35 2,668,674 72 350, 545 29 5, 657,616 36

2,934,685 63 | 2,518 780 65 314,899 42 5,768, 365 70

2,955,394 60 | 657,235 91 299, 126 21 5,911,756 72

2, 956,168 02 2,525, 571 87 349, 147 97 5, 830, 887 86

2,941,381 51 | 2,604, 480 26 381,598 67 6,017, 460 34

3, 002, 7197 56 3,027,767 58 385, 247 07 6, 503, 812 21

3,282, 597 46 3,144,839 45 418,883 75 6, 846, 320 66

Totals cooeenimnian e 22, 460,332 00 ; 21,756,785 17 2, 87i, 909 02 47,089, 026 19
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The national banks are required by the act of March 3,1869, to make
semi-annual returns to this office of their dividends and earnings.
From these returns the following table has been compiled, exhibiting
the aggregate capital and surplus, total dividends, and total earnings
of the national banks, with the ratio of dividends to.capital, dividends
to capital and surplus, and earnings to capital and surplus for each half
year, commencing March 1, 1869, and ending September 1, 1873,

RATIOS.
Period of six , ivi- | Total net
No. of : Total divi-| Lotal ne ‘s :
months end- Capital. Surplus. i i | Divid’'nds| Earnings
ing— ks, dends. earnings. agg&o to capital | to capital
capital and sur- [-and sur-
PHAL T plus. plus.

Perct. | Perct. Per ct.
6. 04

Sept. 1,1869.)1,481 | $401,650,202 | $2,105, 848 ($21, 767,831 ($29,221,184 | 5,42 4,50 .

Mar., 1,1870.11,57t | 416,366,991 | 86,118,210 | 21,479,005 | 28,996,934 |  5.16 4.27 5.7
Sept. 1,1870.11,601 | 425,317,104 | 91,630, 620 | 21,080,343 | 26,813,885 1 4,96 4.08 5.19
Mar. 1,1871.11,605 | 428,699,165 94, 672, 401 | 22,205,150 | 27,243, 162 5.18 4.24 5.21
Sept. 1,1871.{1,603 | 445,099,264 | 98,286,591 | 22,125,279 | 27,315,311 {  4.96 4.07 5.02
Mar. 1,1812.(1,750 { 450,093,706 | 99, 431,243 | 22, 859,826 | 27,502,539 | 507 4.16 5.00
Sept. 1,1872.:1,832 | 465,676,023 | 105,181,942 | 23,827,280 | 30,572,891 | 512 417 5.36
Mar., 1,1873.1,912 | 475,918,683 | 114,257,288 | 24,826,061 | 31,926,478 | 5,922 4.21 5.41
Sept. 1,1873.11,935 | 488,100,951 | 118,113, 848 | 24,823,029 | 33,122,000 | 5.09 4.09 5.46

This table shows that the dividends of the national banks upon
an average for a series of years, have been about ten per centum per
annum, while the dividends upon capital and surplus, which is the true
ratio, have been less than nine per cent.* As the law now stands, the

*The following statement of the ten principal joint-stock banks of London, including
their branches, exhibiting the capital, reserve, deposits, net profits, and dividends of
each for the half year previous to July 1, 1373, has been compiled from balance-sheeots
of the banks published in the London Economist of October 18, 1873 :

B Proportion of dividend
a3 to capital
\ . o B,
. gl Amount!| - ot -
- Capitaland | Totalde- | o | 20 4 orqivi. | B |3 SRR
Ko | Banks. surplus. alc)gglt&glfg profits. é s dends for ‘(% g o u"o‘_ g -
: prances. ‘5;;3 half year, & (5% | & |85
] : o 13~ @ il
S £E13 |83
A 518 | & |4
prot. pret. | pret. | pret.| pret
pr an. pr an.|pr an.)pr an.pr an.

London and West-
minster .......... £3,000,000 | £29, 548, 770 | £241, 098] 24, 10] £200,000 | 20
LoundonJoint Stock.| 1,673,849 | 17,404,319 | - 139, 867] 23.31) 120,000 | 20 :
London and County { 1,800,000 | 20,936,233 169, 384 28. 23| 100,000 | 20 20 20 | 19
20
10
8

-

2

3

4 | Union 1,500,000 | 18,028,531 | 137,910) 22.98 127,500 20| 220

5 City .... . . 750, 000 6, 154, 383 49, 509 16. 50 30, 000 10 10 9

6 | Imperial 740,000 | 2,019,237 | 46,634] 13.82[ 27,000 8 g| 6

7 | London and South-

western.......... 172, 680 58, 314 7,101] 8.54 4, 985 6 6 5( 5

8 | Cousolidated ... ... 876,125 | 3,258 035 | 69,895 16.471 36,000 | 9 9 8! T

9| Central ............ 109, 000 669, 018 8, 004; 16. 00 4, 000 8 8 8f 6
10 | Alliance ........... 940, 000 2, 336, 440 34,520{ 8.63] 28,000 ki ki 6{ &

P
Total.......... 11, 561, 654 | 102, 013,280 | 903, 922| 20.68) 677, 485 j 17 30 U R I,

Bank of England,
August 31, 1873...] 17,580,000 | 120,080,534 | 785, 221! 10.80] 764,032 | 10 10

* From the London Economist of March 15, 1873, page 84.
t Public and other deposits September 11, 1873,

The statistics of the Bank of England and its dividends were obtained from the
report of the Bank of England published in the Economist for September 13, 1873,
The usual dividends of this bank are 10 per cent. per annnm, but the amount has
varied for some years past from 8 to 13 per cent.
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national banks are subject to a tax of one per cent. per annum upon
circulation, of one-half of one per cent. upon the average amount of de-
posits, and one-half of one per cent. upon tlie average amount of capital
stock beyond the amount invested in United States bonds. The tax-
ation on deposits was essentially a ¢ war-tax,” such a duty never having
been, as is believed, before imposed upon the banks of any country.
While alniost every other species of property and investment escapes
taxation upon its full valuation, the data for the taxation of the national
banks can always be obtained from their reports; so that a tax is de-
rived from this species of investment at a mueb greater ratio than that
derived from capital otherwise invested. The result of such excessive
taxation is to increase the rate of interest which is paid by the borrower,
for the same reason that an internal-revepue tax upon the products of
the manufacturer is paid, not by the manufacturer, but by the consumer.
The Comptroller is of opinion that justice to all parties requires the
repeal of the provision imposing a tax upon deposits, unless, in the
judgment of Congress, interest-bearing certificates shall be issued as
recommended, which may be counted as a certain portion of the reserve
to be kept on hand; in which event it is believed that the taxation de-
riveil from deposits will much more than liquidate the interest derived
from such certificates.

An additional table in the .appendix exhibits in a concise form the
ratio of dividends to capital, dividends to capital and surplus, and earn-
ings to capital and surplus, of the national banks in every State of the
Union and in the redemption cities, semi-annnally, from March 1, 1869,
to September 1, 1873.

INSOLVENT BANKS.

Since the last annual report, receivers have been appointed for eleven
national banks, (seven of which failed during the late financial crisis,) as

follows:
. Appointment| Capital Claims | Divi- | Cash

Namo and location. of yoceiver. | sthck. proved. jdends.|on hand.

Per ct
Scandinavian National Bank, Chicago, T1........ Dec. 12,1872 | $250,000 | $240, 810 25 1 $16,300
‘Wallkill National Bank, Middletown, N.Y .. .....| Doo. 31,1872 { 175, 000 152, 588 5 15, 302
Crescent City National Bank, New Orleans, La...) Mar, 18,1873 | 500,000 | *666,751 |....... 131, 945
Atlantic National Bauk, New York, N.Y........ Apr. 28,1873 | 300, 000 521, 526 55 | 109,030

First National Bank of Waghington, D.C......... Sept.19, 1873 | 500, 000 [*1, 655, 795 30
National Bank of the Commonwealth, New York.| Sept.22, 1873 { 750,000 | *791,036 j....... 153, 300
Merchants’ National Bank. Petersburgh, Va...... Sept.25, 1873 | 400, 000 [*1, 002, 346 . 12, 187
First National Bank of Petersburgh,Va ..| Sept.25,1873 | 200, 000 | *178, 618 8,922
First National Bank of Mansfield, Ohio........... Qct. 18,1873 | 100,000 | *177,207 |.. 9,355
New Qrleans National Bauking Association, La...| Oct. 23,1873 | 600,000 | *642,182 |.. » 1,972
First National Bank of Carlisle, Pa....cc.uenea.... Qct. 24,1873 50, 000 *68, 960 ,814
b 0] 7% R R PN 3, 825,000 | 6,097,819 [ .. ... . .......

* Estimated-amount of claims.

The failure of all of these banks may be attributed to the criminal
mismanagement of their officers, or to the neglect or violation of the
act on the part of their directors. The officers of two of these banks
have been arrested ; one has been convicted, and the other is undergo-
ing trial ; while the president of the first bank which failed dauring the
year left the country on the pretext of visiting some of the foreign
shareholders of the bank for the purpose of inducing them to subscribe
for additional stock, but did not, of course, return upon the announce-
ment of the failure of the bank.
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Dividends have been declared in favor of the creditors of these banks

as follows:

Scandinavian National Bank, Chicago..............c..acooi.o.oo. oo 25 per cenf.
‘Wallkill National Bank, Middletown, N. Y.... oo oo e ool L. 75 per cent.
Atlantic National Bank, New York City...... ..o oo o, 55 per cent.
First National Bank, Wasbington, D.C...... e e eeatetmeaaaaaaas 30 per cent.

During the year dividends have been declared as follows upon banks
which had previously failed:

First National Bank, Selma, Ala. ... cemiiiiaannn it oo 35 per cent.
National Unadilla Bank, Unadilla, N. ¥... ... ... ... ... 32 per cent.
First National Bank, Bethel, Conn. ..o i, 28 per cent.
National Bank of Vicksburg, Miss.. ... it ioiataa. 35 per cent.
First National Bank, Rockford, I1l. ...... ... .o oo 25 per cent.
First National Bauk of Nevada., Austin, Nev .......................... 15 per cent.
Eighth National Bank, New York ....... oo ioaaaas 10 per cent.
First National Bank, Fmt Smith, ATK. oo it e e - 100 per cent.

Assessments will soon be made upon the shareholders for deficiency,
and, if not paid, suits will be brought to collect such deficiency from
the shareholders of The Farmers and Citizens’ National Bank of Brook-
Iyn and The Eighth National Bank of New York. Similar suits will be
promptly brought against the shareholders of the other banks as soon
as the deficiency shall be ascertained. The receivers of The Ocean Na-
tional Bauk of New York, The Wallkill National Bank of Middle-
town,; N. Y., The Atlantic National Bank of New York, The First Na-
tional Bank of Washington, D, C., The National Bank of the Common-
wealth, New York, The Tirst National Bank of Mansfield, Ohio, and
The First National Bank of Carlisle, Pa., encourage me to believe that
the creditors will be paid in full in the course of the next year. No
etfort will be spared on the part of the Comptroller to collect promptly
the assets of these insolvent banks, and return, if possible, the full
amount to the creditors. In many cases creditors grow impatient, and
attribute great neglect to the Comptroller and the receiver, when the
delay in the paymeunt of dividends has been caused by protracted litiga-
tion which could not be avoided, and which has been continued for the
benefit ot the creditors. It is believed, however, that no other system
of banking previous to the organization of the national bauking system
has beeu so successful in converting assets and wmaking prompt divi-
dends to creditors.

Attorney-General Akerman gave an opinion, September 9, 1871, that
the United States was not entitled to precedence for moneys deposited
in national banks beyond the amount of security on deposit with the
Treasurer. This decision has recently been confirmed by the present
Attorney-General, and approved by the Secretary of the Treasury, and
uuder that decision dividends have been declared during the past year
in favor of the creditors of The First National Bank of Selma, Ala., and
The National Bank of Vicksburg, Miss. A dividend in favor of the
creditors of The First National of New Orleans is still delayed, on
account of a claim of the Government consisting of a balance of $221,769
unpaid upon a check of a former assistant treasurer of the United States
upon the bank; but thereis some encouragement to believe that the
claim may be setfled without farther litigation, and a dividend of 25
per cent. be soon declared.

At the time of the failare of The First National Bank of New Orleans,
bills of exchange were outstanding, drawn upon the Bank of Liverpool,
amounting to about $280,000. Proceedings in chancery were commenced
in England by the holders of these bills to recover, upon the theory.
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bills as they were issued. The decision of the viece-chancellor was in favor
of the holders of the drafts. The receiver appealed to the Lord High
Chaneellor, and three jundges with him sitting pronounced elaborate
opinions, reversing the vice-chancellor’s decision and decreeing the pay-
ment of the mouey to the receiver. Two of the claimants appealed to
the House of Lords, and this appeal has recently been dismissed with
costs, after six years’ litigation from the lowest to the highest chaucery
tribunal in England.

The Comptroller desires to call the attention of Congress to the neces-
sity for some legislation authorizing him to appoint receivers of national
banks, for insolvency, when such insolvency shall become evident from
the protest of the drafts of such associations, or otherwise, if, after due
examination shall have been made, the assets of the association are
found not sufficient to liquidate its debts. The Comptroller also desires
to-call the attention of Cougress to the fact that where suits are brought
for the forfeiture of the charter of a bank, as provided in section 53 of
the act, no provision exists for the appointment of a receiver when the
charter is determined and adjudged forfeited by the United States court
before whom the suit is required to be brought by the Comptrelier. It is
desirable that prompt measures should be taken for forcing weak banks
into liquidation, under section 42 of the act, when it is believed that the
officers and directors will honestly wind up the affairs of such baniks,
and that full authority should be given to appoint a receiver in all cases
where the forfeiture of the charter is adjudged. Provision should also
be made, after full payment of all the debts of the association, for
placing the remaining assets in the hands of an agent appointed by the
shareholders of the bank, and discharging the Comptroller and the re-
ceiver, by virtue of such legislation, tfrom all farther respousibility.
Provision should also be made for the investment of the funds on deposit
with the Treasurer in interest-bearing securities, when dividends are
delayed by reason of protracted litigation.

Criminal prosecations will be brought against officers and directors of
national bauks for violations of the law, whenever such prosecutions
can, in the opinion of the Solicitor, ba maintained.

The Comptroller has been subjected to Some eriticism during the late
crisis because the indebtedness of private bankers to national banks has
been found in some instances to exceed one-tenth of the capital of the
bank. Section 29 of the act as it now stands does not prohibit deposits
payable on demand from being made with private bankers or State
banks. An amendment to this section of the act was prepared by the
Comptroller, and was introduced and referred to the proper committee
during the last session of Congress, which provided ‘“that the total lia-
bilities to any. association, of any person, or of any company, corpora-
tion, or firm, (not including the liability of one national bank to another
national bank,) inclading in the liabilities of a company or firm the lia-
bilities of the several members thereof, shall at no time exceed one-tenth
part of the aggregate amount of the capital stock of such association act-
nally paid in, and its surplus fund.” The Cowmptroller argently recom-
mends the passage of this amendment.

Tables giving statisties in reference to insolvent national banks will
be found in the appendix.

SAVINGS-BANKS, TRUST AND LOAN COMPANIES, AND STATE BANKS
ORGANIZED UNDER STATE LAWS.

The act of Congress approved 19th February, 1873, requires the Comp-

troller of the Currency *to report annually to Cougress, under appro-
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priate heads, the resources and liabilities, exhibiting the condition of
banks, banking companies, and savings-banks, organized under the laws
ot the several States and Territories ; such information to be obtained
by the Comptroller from the reports made by such banks, banking
companies, and savings-banks to the legislatures or officers of the States
and Territories. And where such reports cannot be obtained the defi-
ciency shall be supplied from such other authentic sources as may be
available.”

Savings institutions.

In obedience to this command the Comptroller reports-that he has en-
countered a full measure of the difficulties and disappointments in his
way which are intimated in the last clause of his instructions. The
deficiency of official reports is shown by the fact that he has been able
to obtain, in form for use, the condition of these institutions in only eight
of the thirty-seven States in the Union and the District of Columbia,
and none at all from the nine Territories. The inaccuracy and incom-
pleteness of many of these official returns will show how unavailing
have been his efforts to comply with the requisitions of the act. Only
about twenty-eight of the States have made any reply to his applications
for the required information, and ten of this number answer that they
have none to give ; ten of them make such returns, but in such form
that they cannot be put into satislactory statements. They afford no
clear exhibit of either the whole number of these State institutions, or
any means of balancing their resources and liabilities. To do some-
thing like justice to the reports received from the several States they
may be divided into four classes.

First. The official returns which this office has been able to put into a
regular form. -

Second. Those of the States which do not afford either comprehensive
or satisfactory exhibits of the number and condition of their State
banks, savings-banks, and trust and loan companies, distinctively.

Third. Those which answer through their executive authorities that
they can make no reports whatever.

Fonrth. Those from which no answers of any kind have been received.

The first class consists of the six New Eangland States, New York,
New Jersey, and the District of Columbia. The reports of these have
been found capable of general tabulation, and fairly obtained balances
of resources and labilities. The statement in detail will be founad in
the appendix.

"Savings institutions of the first class.

The following noteworthy particulars pertain to the savings-banks of
these States, exclusive of the Distriet of Columbia.*

1st. They are old Eastern States, geographically contiguous, and in
general have their bnsiness and banking institutions tolerably well or-

*The District of Columbia is not embraced in the following comparative statements
for the reason that thirty-four branches of the Freedmen’s Savings and Trust Com-
pany, distributed throughout sixteen States, are reported from the central office as of
the District of Columbia ; and it may be noted here that thirty-two of these branches
are located in the old slave States, and their aggregate deposits in June, 1873,

WOE@ .« o o cee aee et o aae e en am e e e emeae o amme e e tpeaan s $3, 522,742
While those of the two old free States were..coon coooeecioeciiivinarcaan 505, 927
53 17 RPN 4,028, 669
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ganized; and they observe more respect to the just ¢laim of the commu-
nity for publicity of their affairs than do the monetary institutions of
other divisions of the Unijon.

2d. The magnitude of their deposits, as they are given at the close of
the year 1872—ag regating, for the eight States, $663,244,179, while the
deposits of the national banks of the same States at about‘, the same
date stood at $360,399,206—the deposits of these savings-banks bear-
ing the proportion to those of the national banks nearly as 65 to 35.
The deposits of the savings-banks of the six New England States,
taken alone, at the close of 1372, amounted to $349,393,377, while those
of thie national banks of the same States, at the same time, were but
$100,498,415; or they stood as 77.66 to 22.34, respectively, which is
nearly 31} to 1.

Again, the relative numbers were then 406 savings-banks, and of the
national ‘banks 449. The aggregate population of New England in the
antumn of 1872 may be stated at 3,628,835. The naumber of open de-
positor accounts is given at 1,109,995, which is equal to 304 per cent, of
the entire population. Connecticut reports, for January 1, 1873, the num-
ber of depositorsin her savings-banks at 39 per cent. of the population.
The whole amount of the deposits at this date averaged to each person
in the State $127.50, and to each depositor $340. The average amount
%0 the credit of each depositor in the six New BEngland States was

315.73.

The interest and dividend paymg investments of the savings-banks of
these six States amounted to $340,556,997, which is equal to 97.16 per
cent. of the aggregate deposits, and thelr cash on hand was $5,913,127,*
or 1.69 per cent. of their liabilities to the depositors. The character
of these investments will be seen in the appendix. The rates of interest
or- dividends paid to the depositors will appear, so far as they could
be obtained, in the same tabular statement. The average rate of
interest, for some ot these States, is not given in their summary state-
ments, and it was found impossible to caleulate it from reports of
the individual banks. It should be understood, also, that the stated

*To explain an apparent discrepancy between the aggregate amount of ‘ cash on
hand” in the savings-banks of the six New England States and that foundin the tabular
statement of the appendix, it must be observed that the summaries or aggregates of
the resources and liabilities of these banks, mmade by the bank superintendents of the
several States, are adopted in all the cases in which such summaries are made. But
the summaries in all the New England States, except Massachusetts, treat * deposits
in banks” as “eash on hand.” The propriety of such aggregations is doubtful, or is
matter of eonstruction, and, deferring so far to the judgment of the State superintendents
their figures have been accepted in the foregoing calculations. But if “cash on hand”
were separated from ¢ deposits in banks,” the proportion to the amount of deposits
would stand thus:

Cash on hand in the six New England States, $3.236,719: equal to 0.94 per cent. of
their aggregate deposits, or hablhtv to their deposn;ors while, if their “deposits in
banks 7 ave included, the total would be $5,913,197 : (,qual to 1.69 per cent.

So, with the correspondmo aceount of the single State of Connecticnt, hereafter given
at &1 567,334, “ cash on hand” would be rcduced to 327,258, excludmg the amonnt of
the ¥ deposlts in banks,” or to 1.20 per cent. instead of 2. 58 per cent. of the liabilities to
the depositors. It may be added that the “ cash on hand” in the New York savings-
banks stands at $3,796,396—equal to 1.33 per cent. of the deposits; but if their “de-
posits in banks?” are added, the ¢ cash” will be $16,328,893, or 5.72 per cent. of their
liabilities to their depositors.

Again, it is to be noted that in a number of instances, greatly affecting the accuracy
of the division in the tabular statement of the cash-account in all the States of our
first class, except New York and Massachusetts, no separation of these two classes of
funds is made in the summaries of the State reports, and this office has been obliged to
accept an undistinguishing aggletrate ; all of which suggests the necessity of a uniform
formula of reports.
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amount of ‘“deposits,” in some cases, means the amount ¢ due deposit-
ors,” including accrued interest.

An approximate idea of the business done by these New England
savings-banks may be derived from the report of those of Connecticut
for January 1, 1873.

Their deposits at that date amountedto...... ......... .. $68, 523,397
Their real estate securities were.... ................ oo $43, 1—7-4, 015
Personal and collateral............ ... ... ... ... c.. 9,495,819
Bondsand stocks ... ... . ool Lo, .- 16,423, 662
Total investments................ e 69, 093, 496
Total assets «vovvmven o 71, 211, 395

Cash on hand $1,567,334=2.28 9% of deposits.

The rate of increase in the business of the New England savings-
banks is also iudicated by an increase of the deposits of Connecticut
on Japuary 1, 1873, over those of Jaunuary 1, 1872, amounting to
$5,805,583 upon $62,717,814, or 9% per cent. for the year.

At the end of the year 1872 the loans and discounts of the New Eng-
land savings-banks, amounting to $251,668,764, exceeded those of the
national banks of the same States, af the same time, by the sum of
$21,608,411, or 9% per cent.

The States of New England, with New York and New Jersey, are here
selected asthe bestrepresentativesofthe savings-bank system, asit existed
and is reported at the latest dates; and the deposits, loans, and discounts
of the national banks are taken, for the purpose of comparison, at the
nearest corresponding date, (3d ot {Jetober, 1872.) Nearly all of these
State institutions make their returus to the State authorities but once a
year, and that so late in the year that those for the present year cannot
be received in time to be embodied in this report. Ifor the purpose of
exhibiting the relative amount of the deposits in the savings-banks of
the States of the first class, and affording some measure of their magni-
tude and business importance, those of the naticnal banks in the same
States have been given. A comparison of the condition of similar insti-
tutions in the United Kingdom of Great Britain and Ireland may help
in forming a judgment of their value and force in the business of the
commuuity.

In the old savings-banks of the United Kingdom there were, on No-
vember 30, 1872, open depositors’ accounts, 1,425,147, In the post-
office savings-banks on December 31, 1872, 1,442,448,

The amount due to depositors in the former. .... e £39, 680, 6562
The amount due to depositors in the latter.............. 19, 318, 339
Total ... oooeeoiinaan. s Ceeiieeaeen ... 58,998,991

An average to each depositor of £20 125, Thus we have for the number
of the depositors of New England, New York, and New Jersey 2,044,640.
Total deposits, 663,244,179, and an a,ver.xtre of $324.45 to each depos-
itor; while in the "United ngdom the number of depositors was
2,867,595 ; total deposits, $286,145,107, and an average of $99.91 to each
deposnor
In view of the enormous disparity in the total and average amounts
of deposits here exhibited, the question arises whether all the deposits
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in the New Iingland savings-banks, or what portion of them, are
savings, and what amount are merely mercantile accounts—a question
for the solution of which the reports afford no safe data. It has, how-
ever, been estimated that not more than 30 per cent. are actual savings.

Savings-banks of the second class of State reports.

Many of these returns, under the name of “savings-banks,” show capi-
tal paid in and dividends paid to stockholders. These, in eonstitution and
operation, seem to differ in nothing from ordinary banks of discount and
deposit. A distinctive deseription of savings institations is given in
section 110 of the internal-revenue aect, as amended by the act of July
13, 1866, in these words:

Assocmtlons or companies known as provident institutions, sa,vnws-banks, saving-
funds, or savings institutions, having no capital stock, and doing no other business than
receiving deposits, to bo loaned or invested for the sole benefit of the parties making
such deposits, without profit or compensation to the association or company.

Justice Field, of the Supreme Court of the United States, gave full
effect to this distinctive definition, in the case of The German Savingg
and Loan Society versus George Oulton. in April, 1871, at a circuit
court held for the distriet of California. Governed by this legislative
and judicial definition, the Comptroller,in this report, excludes from the
class of savings-banks, without regard for the names assumed, all banks
which report capital stock or dividends to stockholders.

General deficiency of savings-banks’ reports in States of owr second class.
Y g 74

Some of these States require by their laws and charters annual or
semi-annual reports to be made to the State authorities, which the author-
ities do not publish in any of their statistical reports. In other States
such reports of the individual banks are allowed to be made to their
county or supreme courts, and are inaccessible to the Comptroller. Some
of these banks report only to their depositors, in accordance with their
own by-laws. For an instance of the impossibility ot obtaining full and
satisfactory statements, the reply to the Comptroller’s inquiries of the
president of one of the largest, most legitimate, and soundest of the
savings-banks of Philadelphia, may be properly quoted, so far as this
point is concerned. He says, “ We have no printed reports.”” The im-
portance of this bank is shown in his answer, by letter, that ¢it now
has near 45,000 depositors and about. twelve million dollars.”” It is
probable that many of the savings-banks individoally publish their
annual statements in the newspapers of their respective towns and cities,
but it is certain that they cannot be found registered officially with the
financial officers of their respective States.

Savings-banks of the District of Columbia.

On the 26th page of the Comptroller’s Annual Report for 1872 will
be found his recommendation to Congress for the repeal, so far as it
applies to the organization of savings-banks, of the fourth section of
the act of 1st June, 1870, which provides “for the creation of corpora-
tions in the District of Columbia by general law.” He repeats his recom-
mendation for the repeal, for the reasons given in his last report, and
for the enactment in its stead of a general law with judicious provis-
ions and restrictions,
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Third class of States

From whose executive officers answers to the Comptroller’s letters of
inquiry have been received. Extracts from a few of such replies will
suffice to explain the large deficiency of the summaries of thig report :

The governor of Virginia says: * Banks (except of circulation) are
authorized to be organized under our general laws, and they are not
required by law to make any reports whatever, except such as may be
required by the financial officers of the Governmeut for the purposes of
taxation.”

The governor of West Virginia replies: ¢ There are banks of discount
and deposit in the State organized and chartered under a general law.
* * * * There is no provision in our statutes requiring such
banks to make reports to any officer of the State, consequently none
are made.”

The governor of Arkansasanswers: ¢ There is no law requiring State
banks and savings-banks to make a report of their coudition to the
State authorities, and, therefore, I am unable to furnish you with the
information desired.” ‘

The secretary of state of Missourisays: “Banks and savings associa-
tions may be organized under a general statute, and are required to pub-
lish semi-annual statements,” but adds, ¢ that no report on their condi-
tion is made by any State authority.”

The governor of California answers: ¢ Associations may be formed,
under general laws, for the deposit of gold and silver, but no reports
are made either to the legislature or to any State officers.”

The secretary of state of Alabama says: ¢ There are savings-banks
incorporated by special acts of the general assembly, but I am not pre-
pared now.to name them, or to direct your attention to the particular
statutes creating them,” and adds, * There is no provision made that I
am apprised of requiring savings-banks to make auny report to the
State authorities.,” And an officer of one of the national banks of that
State, to whom application was made for the required statistics, says:
“With respect to two of the State banks in one of the cities, even the
stockholders and a majority of the directors can get no information as
to ‘the stock and business generally. With regard to the others, the
information can only be obtained by a demand made by one having the
legal authority to make it.” .

The governor of Mississippi answers: ¢ While the laws of the State
authorize the establishment of banks and savings institutions, they do
not require them to make reports to the State authorities.”

The governor of Kansas says: ¢ Savings institutions are authorized,
and required, to publish statements of their condition in their county
papers, and to deposit copies in the state department,” but adds, ¢ There
are no published State reports upon the subject.”

Altogether, ten of the States whose officers have made replies to the
applications of the Comptroller are of a like tenor and import with
those above cited. In all of the States of this class there is com-
mon newspaper evidence of the existence of State banks, savings-
banks, and ‘trust and loan companies, but no such comprehensive or
specific statements of their eondition and business as would serve any
of the purposes of this report.

States and Territories of the fourth class.

From these, embracing twelve States and nine Territories, no reports
‘or answers to his inquiries have been received.
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Trust and loan companies.

These companies are usually organized, by special State statutes, in
the large cities. Their capitals, deposits, and business are quite large
in amount. Generally, if not always, they are not required to report to
the State authorities, but under the orders of one or other of the courts.
Some of these occur at long intervals, and are probably published in the
newspapers; but even when so published they are by no means full,
and furnish but little available information. For instance, one of the
largest of these institutions has published but one report in the year,
and that report contains only a statement of its assets, without any
mention ot the amount due to its depositors, or of any of its liabilities.

The bank superintendent ot New York, in reply to an inquiry in refer-
ence to these institutions, says, (under date of 31st July, 1873:) ¢ The
trust companies ot New York are peculiarly situated. Sowme are under
the supervision of the bank department ; some are under the control of
the comptroller of the State; but the great majority of them are under

no sort of supervision. * * * This class of corporations
{meaning the last described) has multiplied rapidly during the last few
years. * * * I am not able to furnish a copy of the charter

of any of these companies.” Some reports of such companies have been
‘received, but the number is obviously so few in proportion to the whole
that any attempted report of them for the whole country would be not
only useless but possibly delusive, and for this reason they are now
wholly omitted.

State banks.

In the appendix will be found a statement of the condition of such
State banks as have furnished reports which could be cast into reg-
ular form. The deficienciesin the number and the details of the reports
received are so obvious that the Comptroller deems it unavailing to
attempt any generalization of their contents, other than is given in the
tabular statement referred to.

In accordance with the legislative and judicial definition of savings-
banks proper, all those State institutions entitling themselves ¢ sav-
ings-banks,” but reported as having capital stock, are, for the purposes
of classification, treated in the tabular statement as banks of discount
and deposit.

It deserves to be noted here that the returns of the State banks of
New York are at once full, and properly distinguished from the savings
institutions. They exhibit the condition of the State banks upon the
12th of September, 1873, the same day as the date of the last regular
returns of the national banks.

The Comptroller has great pleasure in acknowledging the courtesy
and promptitude of the executive and financial officers of the majority
of the States, in making such replies to his inquiries as were within
their power. In view of the paucity of the information furnished, it
should be remembered that this is the first call made upon them by any
officer of the Federal Governmeut. They were thus, in many instances,
unprepared to furnish such statements of their monetary institu-
tions as were required of them; and it may be added that they were
not long enough apprised of the requisition made upon them, or suffi-
ciently assured of the generality of the investigation, to put the finan-
cial machinery of their respective States in operation for the purpose.
But now, fully acquainted with the nature and importance of the investi-
gation, it may be expected that in the coming year a greatly better and
more serviceable collection of statistics will be supplied.
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Upon reflection, it will be clearly understood that the proposed col-
lection of information concerning the money institutions of the several
States, like the inquiriesof the Census Department of the General Govern-
ment, seeks only to inform the people of the condition of their organized
agencies of comwmercial and business exchanges. It is also respectfully
submitted that the members ot Congress, and of the State legislatures,
and the officers of the States, may exert their influence to obtain the
passage of such laws as will give us, in the next year, a full and thor-
oughly useful presentment of the vast money agencies not within the
legal control of this office.

SPECIE AND SURPLUS.

The following table will exhibit the amount of specie held by the
national banks at the dates mentioned—the coin, coin-certificates, and
checks payable in coin, held by the national banks of the city of New York,
being stated separately for a period of six years. The old reports of the
State banks included in the item of ¢‘specie,” checks payable in coin,and
it is known that such checks composed a corisiderable proportion of the
amount reported as specie, and it is believed that no true exhibit of the
actual amount of coin held by the banks of the city of New York has
been presented previons to the preparation of this table: ‘

Held by national banks in New York City.
Held by other

nationalf Aggregate.
banks.

Date. !

U. 8. coin' Checks pay-
certiﬁcates“ able in coin.
I
]

Coin, Total.

Qct. 5, 1868.. §31, 608, 623 24 | 86,390, 140 §1, 536, 353 66 | §9, 625, 116 90 § $3, 378,596 49 § $13, 003, 713 39
Jan. 4,1869.. § 1,902, 769 43 | 18,038,520 | 2, 349, 140 49 | 22,289, 420 07 | 7,337,320 20 | 29, 626, 750 26
April 17, 1869.. § 1,632,575 21 | 3,720,040 | 1,469,826 64 | 6,842,441 85| 3,102,000 30 | 9,944,532 15
June 12, 1869.. § 2. 542,533 96 | 11,953,680 | 975,015 82 | 15,471,229 78 | 2,983,860 70 [ 18, 455 090 48
Oct.  9,1869...§ 1,792,740 73 | 16,897,900 | 1,013,948 72 | 19,704,580 45 | 3,207,816 38 § 23,002, 405 83
Jan. 22,1870...§ 6,196, 036 20 | 28, 501, 460 | 2, 190, 644 74 | 36, 883, 141 03 | 11, 457,242 69 | 48, 345,383 72
Mar. 24, 1870.. ] 2,647, 908 39 | 21,872, 480 | 1,069, 094 30 | 25, 589, 482 69 [ 11,507,060 75 | 37, 096; 543 44
June 9,1870...K 2,942, 400 24 | 18,660,920 | 1,163,905 88 | 22, 767,226 12 | 8,332,211 66 § 31,099, 437 78
Oct. 8 1870.. § 1,607,742 0L | 7,533,900 | 3,994, 006 42 { 13,135,649 33 | 5,324,362 14 | 18, 460,011 47
Dec. 28,1810.. .} 2, 268,581 96 | 14, 063, 540 | 3,748,126 87 | 20,080,248 83 | 6,227,002 76 | 26,307,251 59
Mar, 18,1871.. § 2,982,155 61 | 13,099,720 | 3, 520, 881 64 | 19,911,757 25 | 5,857,409 39 | 25,769,166 64
April20, 1871.. § 2,047,930 71 | 9,845,080 | 4,382, 107 24 | 16,275,117 95 | 6,456,909 07 § 22, 732,027 02
June 10,1871.. | 2,249,408 06 | 9,161,160 | 3,680, 854 92 | 15,001, 422 98 § 4,833,532 18 § 19,924, 955 16
Oct. 2,1871...§ 1,121,869 40 | 7.590,260 | 1, 163,628 44 | 9, 875,757 84 § 3,377,240 33 | 13,252,998 17
Dec. 16,1871...8 1,454, 930 73 | 17,334, 740 | 4, 235, 631 39 | 23,065,302 12 | 6,529,997 44 { 29, 595,299 56
Feb. 27,1872...§ 1,490,417 70 { 12,341,060 | 3,117,100 90 | 16,948, 578 60 § 8,559,246 72 | 25,507,825 32
April19, 1372...] 1,828,659 74 | 10,102, 400 | 4,718,364 25 | 16, 646, 423 99 § 7,787,475 47 | 24, 433,809 46
June 10,1872, .. 3,782,909 64 | 11, 412,160 | 4,219, 419 52 | 19, 414,480 16 | 4,242, 154 08 | 24,256, 644 14
Oct.  3,1872...] 920,767 37 | 5,454, 580 6,375,347 37 { 3,854,409 42 | 10,229,756 79
Dee. 27,1872.. .1 1,306,001 05 | 12, 471, 940 -..| 13,718,031 05 | 5,269,305 40 § 19, 047,336 45
TFeb. 28,1873.. § 1,958, 759 86 | 11, 539, 790 113,498,549 86 § 4,279,123 67 § 17,777,673 53
April25,1873.. | 1, 344,940 93 | 11,743, 310 .| 13,083,250 93 | 3,780,557 8L | 16,868,808 74
‘June 13, 1873.. f 1, 442, 087 71 | 22, 139, 090 .| 23,581,177 71 | 4,363,909 01 § 27,950, 086 72
Sept. 12,1873.. .} 1,063,200 55 | 13,522, 610 14,585,810 55 § 5,282, 638 90 | 19, 868, 469 45

-

The surplus of the national banks nowamouuts in the aggregate to more
than $120,000,000, which is a perpetual and inereasing fund, to which
losses and bad debts may be charged. The act limits the liabilities of
any association, person, company, or firm, for money borrowed, to one-
tenth of the capital paid in. It is recommended that this limit be ex-
tended to fifteen per cent. of capital and surplas, for banks located in the
redemption cities, and one-tenth of capital and surplus for the other
banks.

SHINPLASTERS.

In my last report I called the attention of Congress to the issue of
bills of credit by the State of Alabama, which issues are prohibited by
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section 10, article 1, of the Constitution of the United States; and also to
the issue of anauthorized currency by various corporations in the South,
and the necessity of legislation to prevent this abuse. The issue of
such unauthorized curreney is increasing in various directions. Railroad
corporations in the Southern States have been issning, for some years
past, notes for circulation, of different denominations, many of which
are similar to the following:

$10. CENTRAL RAILROAD BANK. SAVANNAH, GA.: Fare-TickET. X.

Good for the fare of two passengers one hundred and twenty-five miles.
The Ceuntral Railroad and Banking Company of Georgia. Savaunah, Dee. 1, 1871,

b4
President.

Superintendent,

I am informed that these issues are redeemed by the railroad com-
pany, and that quite extensive arrangements are being made by wan-
ufacturing eompanies and corporations to issue similar devices. Such
circulation is also being issued by the mining corporations of Lake Su-
perior, and by ¢ Zion’s Commercial Co-operative Institution” in Salt Lake
Qity. Similar issues are also made for circulation in the State of Muine,
which purport to be drawn on (or by) parties residing at Saint Ste-
phen, New Brunswick., Issues of this character will be likely to in-
crease in the present anomalous condition of the currency, unless Con-
gress shall legislate them out of existence by inflicting such penalties,
or assessing such taxes, as will deter the corporations in question from
engaging in such illegitimate practices. A carefully prepared bill to
remedy this evil was submitted to Congress during its last session, and
its passage is urgently recommended.

. SPECIAL DEPOSITS.

The abuses arising from the receiving by the national banks of what
are termed ‘special deposits,” are growing more and more numerous.
The common law classifies the duties of bailee as follows : He is bound
to extraordinary diligence in those contracts for bailments where he
alone receives benefit, as in the case of loans; he must observe ordi-
nary diligence in those bailments which are beneficial to both parties,
and is responsible for gross negligence in those bailments which are
only for the benefit of the bailor. Special deposits which are received
on deposit from the dealer of a bank are almost entirely of the latter
class. Such deposits consist chiefly of bonds iu packages or in tin
tranks, which are deposited in the vaults of the bank for safe-keeping,
by those persons who are accustomed to make deposits and transact
other business with the bank. The bank would prefer to decline such
deposits, but the custom having been long established, they dislike
to refuse. In the case of the Ocean National Bank, seven different
suits have arisen, each of which presents different questions, and
all of which it is thought will be carried to the highest court, thus
inflicting protracted litigation at the expense of the creditors or
the shareholders of the bank, which could easily have been avoided
had the national carrency act contained a specific provision in refer-
ence to such deposits. The robbery of the Ocean National Bauk took
place previous to its suspension, and by that robbery its own bonds, as
well as those of its correspondents, were stolen, and the bank therefore
exercised the same prudence in caring for the deposits of its dealers
as for its own. But if it can be shown that the bank did not exer-
cise the greatest degree of diligence in the protection of its own prop-
erty, a jury will in most cases find a verdict involving, not only
the loss of the assets of the corporation, but also the property of its
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dealers, which has been left entirely for thé convenience of the de-
positor, and not for the profit or benefit of the bank. Similar litigation
is likely to arise in the settlement of the affairs of all insolvent national
banks. In the large cities there is no necessity, since the establishment
of safe-deposit companies, for the deposit of such packages with the
banks; and it would relieve the banks of the cities from a burden were
alaw pdSb(’d ‘prohibiting the receipt by them of such deposits. Coun-
try banks cannot, however, without some provision of law, relieve
themselves from the duty of receiving such deposits, and I recommend,
therefore, the passage ot an aect, which shall provide that “mno national
bank shall be liable to make good any deficiency which may hereafter
arise in any special deposit made with any national bank, nnless a re-
ceipt shall be produced by the owner of such deposit, in which the lia-
bility of the bank shall be distinctly stated.” Such an act ean work no
injustice, for the depositor will take good care, at the time of leaving
the deposit, to obtain a receipt from the bank which shall explicitly
state the liability ; aund if he choose to make a special deposit without
such acknowledgment, he will do so, understanding at the time that
the deposit is placed in the bank solely at his own option, for his own
convenience, and at his own risk.

MUTILATED CURRENCY.

The following table exhibits the number and amount of national bank
notes, of each denomination, which have been issued and redeemed
since the organization of the system, and the number and amount out-
standing November 1, 1873 :

Number. Amount.
Denom-
ination.
Issued. Redeemed. | Outstanding. Issued. Redeemed. Outstanding.
1| 15524189 9, 891, 606 5,632,583 | $15,524,189 00 | $9,891,606 00 |  $5, 632, 583 00
2 5, 195, 111 3 120, 723 2,074,388 | 10,390,222 00 | 6,241, 446 00 4,148,776 00
35 34, 894, 456 9, 141, 963 25,752,493 | 174,472,280 00 | 43,709, 815 00 | 128,762, 465 00
10 12, 560, 399. 2, 573, 070 9, 987, 329 | 125, 603,990 00 } 25, 730,700 00 99, 873, 290 00
20 3, 608, 219 653, 671 2,955,148 | 72,164,380 00 | 13,06L, 420 00 59, 102, 960 00
50 559, 722 168, 976 390, 146 | 27, 986, 100 00 8, 448, 800 00 19, 537, 300 00
100 416, 590 144, 057 272,533 | 41,659,600 00 | 14, 405, 700 00 27, 253, 300 00
500 16, 496 9, 658 6, 833 8, 243, 000 00 4, 829, 000 00 3, 419, 000 00
1,000 5,148 4,530 618 5, 148, 000 00 4, 530, 000 00 618, 000 00
2, 180, 330 25, 107, 654 47,072,676 | 481,196, 161 00 | 132, 848, 487 00 | 348, 347,674 00
Deduct for fragments of notes lost or destroyed 3,215 80 [.eeeeniiaaaa,
Add for fragments of notes lost or destroyed .........oo....o e 3,275 30
132, 845,211 70 | 348,350, 949 30

NoTE.—Amonnt of gold notes outstanding not included in the above, $2,030,000.

From the organization of the system, in 1863, to November 1, 1873,
$132,845,211, or more than one-third of the Whole amount outstandmg,
has been returued to the Treasury for destruction, as follows :

Previous to November 1,1865. ... .. ... ot e e $175, 490
During the year ending Oetober 31, 1866...... ... ..o oiaaea . 1,050, 382
During the year euding October 31, 1867. ... .... ... ievrveiinnnana.o. 3,401,423
During the year ending October 31, 1868...... .. ... ... ... .. ..... 602 825
During the year ending October 31,1869 ... ...co il i 8 603 729
During the year ending October 31,1870 ... .. ... ... ... .. ... ...... 14 300, 689
During the year ending October 31, 1871. .. . ... ... . ... o ol.... 24, 344, 047
During the year ending October 31,1872.. ... .. ... ... ... ... 30,211,720
During the year endmg October 31 1873 e e e 36,433,171
Additional amount of notes of banks in liquidation destroyed by the Treas-
urer of the United States. ... .ovcct comn cmrn oo i it cciecieeaaanns - 9,716,735
Digitized for FRAg‘Ef@l amount AeBtroyed coceee cccnenranirieianiiocnnnnanoacaann 132, 845, 211
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During the past year $36,433,171 of national bank notes have been
returned to the Treasury for destruction, which iz more than one-tenth of
the whole amount of circnlation.

The amount of legal-tender notes and the amount of national bank
notes in circulation are about equal. The whole issue of the national
bank notes is, however, continually in circulation, while more than one-
third of the legal-tender notes is held permanently by the national
banks as reserve. The national bank notes are redeemable only by the
banks issuing thew, or at their redeeming agencies, while the legal-
tender notes are all redeemable at the Treasury of the United States.
If the national banks are not in as good condition as the legal-tender
notes, the reason is evident. But if the bank notes should be carefully
assorted by the different treasurers, assistant treasurers, and depos-
itories of the United States, and transmitted to the redeeming agencies
in the city of New York, where more than two-thirds of the national
bank notes are redeemable, the worn and mutilated notes would soon be
replaced by new notes issued from this office. Section 39 of the act
provides that no association shall “pay or put in circulation the notes
of any bank or banking association which shall not at any such time be
receivable at par on deposit and in payment of debts by the associa-
tion so paying out or circulating such notes; nor shall it knowingly pay
out or put in circalation any notes issued by any bank or banking asso-
ciation which at the time of such paying out or putting in circulation
is not redeeming its circulating notes in lawful money of the United
States.” I recommend that the return of such notes to the Treasury
for redemption be authorized at the expense of the United States, the
amount necessary for this purpose to be appropriated from the tax on
circulation already paid by the banks. The effect of such an authori-
zation will be to return to the Treasury the outstanding notes of all
banks which have failed and are in lignidation, amouuting to $5,246,938,
which may be issued thereafter to the States which have less than
their proportion.

The Comptroller has received many letters from officers of national
banks, suggesting that a division be organized in his office for the as-
sorting and redemption of the mutilated currency of the national baunks,
the expense to be borne pro rata, by the banks whose notes are trans-
mitted to this office for that purpose. The Comptroller will wiliingly
undertake the work of purifying the bank currency now in circulation,
if’ the proper force shall be placed at his command, gnd will endeavor-
to re-imburse to the Treasury the expense thereof by assessment upon
such national banks as shall aviil themselves of the privilege.

The present arrangement for burning notes to ashes, as required by
section 24 of the act, is very unsatisfactory, the law having evidently
contemplated that the burning should take place in the Treasury building.
I recommend that an appropriation be made to test by experts the prac-
ticability of, and.to authorize the purchase of suitable machinery for,
grinding to pieces mutilated notes, thus utilizing the paper material
now lost, amounting in value to thousands of dollass annually.

NEW NATIONAL BANK NOTES.

The “act making appropriations for sundry civil expenses of Gov-
ernment for the fiscal year ending June 30, 1874,” contained the follow-
ing provision :

For replacing the worn and mutilated circulating notes of national banking associa-
tions, and for engraving and preparing, in such mannerand on such paper and of such
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form and design as the Secretary of the Treasury may prescribe, new circulating notes
for such assoeciations to replace notes of a desige and denomination now successfully
counterfeited, six hundred thousand dollars: Provided, That each of said national bank-
ing associations shall re-imburse the Treasury the costs of the circulating notes fur-
nished under this provision.

Section 41 of the currency act provided that the plates and special
dies to be prepared by the Comptroller of the Currency for the print-
ing of such circulating notes, shall be under his econtrol and direction,
“and the expenses necessarily incurred in executing the provision of this
act respecting the procuring of such notes, and all other expenses ot
the Bureau, shall be paid out of the proceeds of the taxesor duties now
or hereafter to be assessed on the circulation, and collected from associ-
ations organized under this act.” The tax to which reference is made is
a semi-annual tax of one half of one per cent., required to be paid to the
Treasurer of the United States, semi-annually, in the months ot January
and July ; and, under this provision, $22,460,332 have been collected and
paid into the Treasury since the organization of the system, as provided
by law. The section of the appropriation bill referred to was passed
withount report from any committee, and no recommendation was ever
made by the Treasury Department for the authorization of a new issue
of national bank notes at the expense of the national banks. The en-
graving of the new notes will involve an expense of more than $1,000,000;
and if new notes are to be issaed in place of those already issued, the
expense will amount probably to notless than $2,000,000. The.unational
banks maintain that the expense of the new issue should be paid out of
the taxes already exacted; and they insist that there is no necessity for
the issue of a new set of notes at the present time; and that if the
Government shall decide upon such an issue, the expense should be de-
frayed, not by themselves, but from the tax already collected, as pro-
vided by section 41 of the act.

An additional reason why the expense of printing new notes for the
banks should be borne by the Government is that the Government re-
ceives the benefit of all lost and worn-out notes not finally returned for
redemption, and the amount to be finally realized from this source alone
is estimated to be much greater than the amount required to be ex-
pended in the replacing of worn-out notes.

The following extract from a letter of a well-known Boston cashier,
who has had great experience as secretary of the association of banks
for the suppression of counterfeiting, expresses the sentiments of the
national banks in yeference to the proposed issue of new notes:

There has been no counterfeit on any of the notes of this bank to my knowledge;
and the amount of counterfeit notes of other banks presented to this bank for redemp-
tion or examination, say for the past year, has been very small. I should not estimate
it-at more than $250. In fact the amount reported from all sections of the countr
would not seem to warrant, in any degree, the legislation by Congress—act of Mare
3, 1873—authorizing new plates for national bank cirenlation at the expense of said
institntions. So far as my knowledge extends, there is a universal feeling against a
new issue of national bank circulation. My opinion is that it is a mistaken poliey to
engrave a new set of plates for bank notes. The present issue has been so little tam-
pered with that only two or three plates of individnal banks have been at all success-
tully connterfeited, and fhose plates are well known, and have already done all the
harm they can do, as the public has become well educated as to the genuineness of the
present nationul bank cirenlation.

Now, if a new issue is made, the public have got to be educated as to the genuine-
ness of the new issue, which will take a long time, and then keep posted on two sets
of plates instead of one; and my belief still further is that the new plates will be the
first to be counterfeited, because the least known, and then the policy about to be
adopted would require you to immediately issue a third set ot plates, and so on. As
seeretary of the “ Association of Banks for the Suppression of Connterfeiting,” my ex-
perience of twenty years, in causing the detection and conviction of parties for the
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crime of counterfeiting bank notes, would lead me to say, without any hesitation, that
the best policy for the Government to pursue would be to protect the present issue to
the best of its ability, in preference to making any new one.

I hope, therefore, that Congress will repeal the act of March last.

I recommend that. the section in the appropriation bill referred to be
repealed, or so amended as to provide that the expense of such notes
shall be paid by the Government. The appropriation for the issue of
new notes would not result, as is supposed, in the issue of new notes in
place of the worn-out and mutilated notes now in circulation, for the
reason that such notes must be returned to the Treasury by the banks
themselves for destruction, and the notes would not be likely to be so
returned if the expense for engraving and printing were to be borne by
the banks, instead of being paid out of the taxes already collected and
appropriated for that purpose.

Previous to the organization of the national banking system, coun-
terfeit bank notes of more than three thousand different designs were in
circulation, These notes were retired and the national bank notes issued
in their place, and during the last ten years the notes of but thirty-seven
banks, located in but nine States of the Union, have been counterfeited,
and only forty-three plates, of the whole six thousand plates which have
been engraved, have been counterfeited. The correct policy is nndoubt-
edly to prevent the counterfeiting of the notes now in circulation, in-
stead ot introducing new notes upon which the counterteiter may prac-
tice his art; and correspondence with all the banks whose notes have
been counterfeited shows that, so far from counterfeiting being on the
increase during the last two or three years, the number of notes coun-
terfeited has sensibly diminished.

A method, both simple and practicable, exists, by which the issue of
such counterfeit notes can be readily prevented, and that is by the
withdrawal from circulation of such denominations of the genuine notes
of national banks as have been counterfeited. Counterfeit two-dollar
notes have appeared upon only ten banks, and- the whole amount of
genuine notes issued to these banks is but $60,000. Counterfeit twenty-
dollar notes upon only eleven different national banks have appeared,
and the whole amouut of genuine twenty-dollar notes issued to these
banks is, say, $800,000. It is plain that, if an appropriation be made,
to be paid from the tax on circulation already collected from the banks,
sufficient to offer a premum of one-half of one per cent. upon these notes
when presented to the Treasury for redemption, most of the genuine
notes would soon be retired, after which all genuine notes (except when
presented to the Treasury or to the bank issuing them for redeinption)
would be retused along with the counterfeits. No additional notes of
these denominations would thereafter be issued to the banks upon which
counterfeits are known to exist. The Comptroller is confident that an
appropriation of, say, $10,000 would withdraw from circulation all the gen-
nine issues which have been counterfeited, and that an annual appropria-
tion of $1,000 thereafter would be sufficient to prevent the abuse.

EXAMINATIONS.

Daring the recent panic the Comptroller has endeavored to obtain, as
far as possible, examinations of all national banks which have been con-
sidered in a weak or insolvent condition, and he desires to return his
thanks to the efficient corps of examiners who have made prompt ex-
aminations and returns to him of the condition of such banks in all
parts of the country. It is not to be supposed that the short time
usually spent in the examination of a national bank will be sufficient,
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in all cases, to detect bad management or defalcations. If the directors
of national banks, to whom are confided the interests of shareholders,
neglect their duties, it is not to be expected that an examiner shall, in a
single day, detect and correct the abuses of a year. A number of days
is required for the thorough examination of a national bank of any con-
siderable business, and it it is expected that the reports to this office
shall detect and expose defaleations, and other violations of law, the
means should be provided for defraying the expenses of more frequent
and thorough examinations. The necessary expense can be levied and
collected from the baunks, if they shall be found delinquent ; but if, upon
examination, it shall be found that the investigation was unnecessary,
then the expense should be paid out of & tund to be placed at the dis-
posal of the Comptroller for that purpose.

AMENDMENTS.

Carefully:-prepared bills were in possession of the proper committees
during the last session of Congress, providing, (1) for the consolidation
of national banks; (2) defining the duties of receivers; (3) providing
for the organization of national banks without circulation, upon the de-
posit of ten thousand dollars of bonds with the Treasurer of the United
States, instead ot the deposit ot one-third of the capital, as now required ;
(4) for the repeal of section 4 of the act of June 17, 1870, providing for
the organization of savings-banks in the District of Columbia; (5) for
the prevention of the issue of unauthorized currency; (6) prohibiting
the deposit of more than ten per cent. of the capital with any private
banker, or any person or association other than a national banking as-
sociation ; (7) requiring the word ¢ counterfeit,” or *“altered,” or ‘‘il-
legal,” to be stamped on all counterfeit or-unauthorized issues. A recom-
mendation was also made for the issue of Government securities, bear-
ing a low rate of interest, to be held by the national banks as part of
their reserve, and for a provision of law requiring a larger proportion of
cash to be kept on hand; and the attention of Congress is specially
called to the uecessity of prompt legislation upon these several subjects,
for the :-proper consideration of which it is to be regretted that the
brevity of the session did not afford sufficient time.

THE OFFICE.

The recent panic has required from the Comptroller unusual and ex-
hausting duties, and if he has been in any measure suceessful in tulfill-
ing these duties, he is in a large measure indebted to the employés of
the office for a faithful performance of duty. In other offices in the
Treasury Department, compensation in addition to the salaries provided
by law is given. This additional compensation is, to a great extent,
merited, and the business of the Department could not be properly and
efficiently conducted without it. Many of the employés of this office,
however, perform far greater labor and have much greater responsibility
in the examination of reports, the preparation of letters, and the count-
ing and return of large amounts of money, than others who reeeive ad-
ditional compensation ; and the Comptroller therefore recommends that
additional compensation be appropriated, for distribution to those em-
ployés who render the most efficient and responsible service. Such an
appropriation will have the effect to promote and encourage industry
and efficiency in the public service, and will be in consonance with the
spirit of the civil service recommended by the President.
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The library of the Comptroller is very deficient in works on political
economy and banking,and he recommends that an annual appropria-
tion be provided, out of which books on finance and of reference upon
financial subjects may Le purchased.

THE APPENDIX.

Special attention is called to the carefully-prepared tables contained
in the appendix, exhibiting the aggregate resources and liabilities of
all the national banks, yearly, for the last eleven years; showing their
condition during the present year, for five different periods, arranged by
States and redemption cities, and separate statements of every bank of
the Union upon the twelfth day of September ultimo; also exhibiting
the different kinds of funds held as reserve; also showing for twenty-
seven different dates, during the years 1868-73, the percentage of re-
serve to circulation and deposits of the national banks in each of the
redemption cities; the dividends and earnings of the national banks, by
States and cities, semi-annually, from March 1,1869, to Septemberi, 1873
also exhibiting, by States and redemption cities, the ratios of dividends
to capital, dividends to ecapital and surplus, and earnings to capital and
surplus of the national banks, semi-annually, from March 1, 1869, to
September 1, 1873 ; together with lists of insolvent banks, and banks
which have gone into volantary liquidation, and the amounts and differ-
ent kinds of United States bonds deposited with the Treasurer as se-
carity for circulating notes. The appendix also contains tables arranged
by States and redemption cities, together with the aggregates, compiled
from special reports of the national banks on October 13, the day on
which the banks of the city of New York held the smallest amount of
legal-tender notes during the late crisis, and on November 1, the day
on which these banks resumed currency payments; also a statement
exhibiting in detail the average amount of loans, circulation, deposits,
specie, and legal-tender notes of each of the associated banks of New
York City for the week ending September 20, and the aggregates for the
week ending November 22; also statement of the condition of the State
banks and savings-banks organized under the laws of the different
States of the Union, so far as they could be obtained from official sources.

A table of contents will be found on the succeeding page.

JOHN JAY KNOX,
Comptroller of the Currency.
Hon. JAMES . BLAINE,
Speaker of the House of Representatives.
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OF

THE COMPTROLLER OF THE CURRENCY.

TREASURY DEPARTMENT,
OFrICE OF COMPYROLLER OF THE CURRENCY,
Washington, November 23, 1874.

Sik : I have the honor to submit for the consideration of Congress,
in compliance with section 61 of the national-bank act, the twelfth an-
nual report of the Comptroller of the Currency.

Since my last annual report two bills relating to the national banking
system have passed Congress. The first bill provided—

That the maximum amount of United States notes is hereby fixed at §400,000,000.

That forty-six millions in notes for circulation, in addition to such cirenlation now
allowed by law, shall be issued to national banking associations now organized and
which may be organized hereafter, and snch increased cirenlation shall be distributed
among the several Siates as provided in section 1of the act entitled ¢ An act to provide
tor the redemption of the three per cent. temporary-lean certificates and for an increase
of national-bank notes,” approved July 12, 1870. And each national banking associa-
tion now organized, or lereafter to be organized, shall keep and maintain, as a
part of its reserve required by law, one fourth part of the coin received by it as inter-
est on bonds of the United States deposited as security for circulating notes or Govern-
ment deposits, and that hereafter only oue-fourth of the reserve now preseribed by law
for national banking associations shall consist of balances duo to an association avail-
able for the redemption of its circulating votes from associations in cities of redemption,
and upon which balances no interest shall be paid.

This act failed to receive the signature of the President, and did not
become a law.

The second act was approved, and went into operation June 20, 1874,
This act provides—

That the amount of United States notes outstanding and to be used
as a part of the circulating-medinm, shall not exceed the sum of three
hundred and eighty-two million dollars, which said sum shall appear in
each monthly statement of the public debt, and no part thercof shall be
held or used as a reserve,

It further provides for tlie repeal of the reserve required to be held by
the national banks upon circulation;

For the redemption of all national-bank notes at the Treasury in legal-
tender notes, for which purpose the banks are reqnired to keep on de-
posit with the Treasurer 5 per eent. of their cirenlation; which amount
is to be couunted as a part of the reserve required to be held on deposits;

For the deposit by any national bank of lawful money with the Treas-
urer, in sums of not less than $9,000, and the withdrawal of the bonds
on deposit as security for such cirenlating-notes, provided that the
amount of snch bonds shall not be reduced below $50,000 ;

For the withdrawal of $55.000,000 from national banks in States which
have received more than their proportion, and its redistribution to na-
tional banks iit States whieh have received less than their proportion,
npon an apportionment made on the basis of population and of
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wealth, as shown by the returns of the census of 1870, not more than
$30, OOO 000 of which shall be w1thd1awn and redmtrlbuted during the
hscal year ending June 30, 1875.

Twenty-two hundred national banks have been organized since the
establishment of the national banking system, under the act of Feb-
ruary 28, 1863, Thirty-five of these banks have failed, and oue hundred
and thlrty seven gone into voluntary liquidation by a vote of two-thirds
of the shareholders, under section 42 of the act, leaving 2,028 bauks in
existence on the 1st day of November, 1874. During the past year,
seventy-one national banks have been organized, with an authorized
‘capital of $6,745,500. Three banks have failed and twenty have gone
into voluntarv llqmddtlon.

The followmfr table exhibits the resources and liabilities of the
national banks in operation at corresponding periods for the last five
years:

T
OCTOBER 8, | OCTOBER 2, | OCTOBER 3, |S EPTL'\IP'R 12,1 OCTOBER 2
1870. 1871, 132 | 1874,
1,615 banks. | 1,767 banks. | 1,919 banks. g ,976 banks. { 2,004 banks.
é
RESOURCES. ]
Loans and discounts........... $712, 167, 453 | $827, 689, 623 | $872, 520, 104 | $940, 233, 304 949, 870, 628
Overdrafts . .c. coveiricinnann-. 3, 160, 626 3, 862, 585 4,671,819 3,936, 812 4, 524, 164
T. 8. bonds for circulation ..... 340, 857,450 | 364, 475,800 | 382, 046, 400 | 388, 330, 400 383, 254, 800
U. 8. bonds for deposits........ 15, 381, 500 28, 087, 500 15, 479, 750 14, 805, 000 14, 694, 700
U.S.bondson hand............ 23, 323, 800 17, 753, 650 12, 142, 550 8, 819, 850 13, 313, 550
Other stocks and bonds ........ 23, 614, 721 24, 517, 059 23, 533, 152 23, 714, 035 27, 807, 827
Due from reserve agents ...... 66, 275, 669 86, 878, 609 80,717,071 96, 134, 121 83, 835, 127
Due from national banks....... 33, 948, 806 43, 525, 362 34, 486, 594 41, 413, G20 39, 695, 300
Due from State.banks.._....._. 9, 202, 497 12, 712, 670 12, 976, 818 12, 022, 873 11, 196, 612
Real estate, furniture, and fix-
tures.. ...... 21, 470, 147 30, 029, 734 32, %76, 498 34, 661, 823 38, 112, 926
Current expens 5, 871, 750 6, 153, 370 6, 310, 429 6, 9835, 437 %, 638, 139
Premiums paid 2,491, 222 5, 500, 890 6, 546, 849 | 7,152, 844 8, 376, 659
Cashitems ........_... ... ..... 12, 473, 107 13, 984, 971 14, 916, 784 11, 433,913 12, 296, 417
Clearing-house exchanges ..... 790,089, 633 | 101, 163,833 | 110, 086, 315 82, 920, 004 97, 383, 687
National-bank notes. .......... 12, 576, 433 14, 270, 951 L15, 781,206 16, 1034 o42 13, 450, 013
Fractional currency. 2,078,179 2, 093, 485 2, 151, 743 2,302, 775 2, 224, 943
SPOCIO. «eneee e maaanans 18, 460, 011 13, 232, 993 10, 229, 757 19, £68, 460 2L, 240, 945
Legal-tender notes ... ......... 77,903,577 | 106, 987, 666 | 102, 074,104 | 92, 347, 663 80, 016, 946
Three per cont. certificates ... 26, 330, 000 7, 180, 000 1,535,000 1. o e e
T. S. certificates of deposit.....|.coocenooi oo foemaccaannaas 6, 710, 000 20, 610, 000 42, 830, 000
Clearing-house certificates .... 19,136,000 i 20, 322, 069 8, 632, 000 175,000 | oo olnt
Redemption-fund with T, S.
JNCY: D111 - N AU U 20, 349, 950
Totals. .ceeennnsannnnn. 1,510, 713, 236 1, 857,008 11, 830, 627, 845 | 1, 877, 180, 942
LIABILITIES.
Capitalstock ..........c....... 430, 399, 201 479, 629, 144 491, 072, 616 493, 765, 121
Surplus fuaud .. 94, 061, 439 21 110,237,316 | 120, 314, 499 128, 958, 107
Undivided ploﬁ 8. 38, 608, 619 42, 003, 714 46, 623, 134 04, 515, 132 51, 484, 437
National bank olrcl E 201, 798, 640 | 315, 319, 117 | 333, 495, 027 339, 031, 799 333, 225, 298
State bank circulation ......... 2, 138, 548 1, 0921, 056 1, 567, 143 1, 188, 853 964, 997
Dividendsunpaid.............. 2, 462, 501 4, 540, 195 3, 149, 750 1, 402, 543 3, 515, 847
Individual deposits. . 501, 407, 387} 600, 863, 486 | 613,290, 701 622, 635, 563 669, 068, 996
U.S. deposits. . ovunnreeenn.. .. 6 807,978 | 20,311, 936 7,853, 112 7, 829, 323 7,302, 154
Deposits of T. 8. disbursing
officers .._................ ... 4, 500, 143 3. 393, 599 4,563, 834 8, 098, 560 3, 927, 828
Pue to national banks.......... 100, 343,292 | 131,730,713 | 110, 047, 348 133, §72, 733 125, 102, 050
Due to State banks and bankers; 24, 693, 911 40, 211, 972 33, 789, 034 39, 2u8, 148 50, 718, 008
Notes and bills rediscounted. .. 3, 843, 577 3, 964, 552 5, 549, 432 5, 987, 512 4,197, 312
Bills payable.................. 4, 592, 610 4, 528,191 6, 040, 563 5, 480, 554 4, 950, 7127
Totals..ooevieneiiana... 1, 510, 713,236 |1, 730, 566, 899 |1, 755, 857, 093 1, 830, 627, 845 | 1, 877, 180, 942
!

The following table exhibits similar data, showing the condition of the
national banks at the close of business on the 2d day of October, the
date of their last report; the returnsfrom New York City, from Boston
Philadelphia and Baltimore, from the other redemption cities, and from
the remaining banks being arranged separately :
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1
‘ ‘T . \lmstun Phil-:
“‘2’1 }‘M yadelphia, and
b

¢ Baitimore.
2
48 batilss. 94 bauks

1
|
i Aggrecate.

i 2,004 banks.

Other toﬂomn» Country
i tion cities.” banks.
&2 banks. 1,774 banks.

RESOURCES. ; ;
Loans and discounts

On U. S. bouds on demand. .. §1, 721, 633 TSI 1% N NI S PO
Ou other stocks and bonds on

demand ...l 51, 473, 691 12,380,780 | .o
On eommorecial and acconmo-

dation paper .. 13.‘[ 841,588 | A58 418 323 | . et
Payablein gold. 5, I-W RLGED [ i e el

Overdrafts . ......... U < 63, 208 3, 360, 597 4, 524, 164
Bonds for ¢irenlation .. . 30, ~2()‘) 100 52, 027, 700 33,751,150 | 266, 576, 850 383, 254, 800
Bonds for deposita. ... . 630, 000 575, 000 " 5()7 000 10, 964, 700 14, 691, 700

TU.S.bonds on hand...... 7, 635, 750 613, 300 1, 186, 900 3, 875, 100 13, 313, 550
Other stocks and bonds. . . 7,089, Y34 2, 401, 944 3, 267, 360 15, 048, 589 27, 807, 827
Due from reserve agents. ... .{.... ... 16, 162, 140 15, 008, 194 52, 714, 793 83, 885, 127
Due from other national banks. 11, 951, 903 6,229,514 8,039, 182 13, 454, 711 39, 695, 310
Due from other banksand bank-

......................... 2, 006, 414 1,014, 402 2, 390, 850 5,784, 046 11, 196, 612

f0r6S. o ... & 734, 927 5,385, 650 4,367,006 | 19, 625,253 38,112, 926
Current e(pem & 1, 933, 801 749, 811 950, 320 3, 974, 807 7, 65, 739
Premiums. ......... . 1, 437, 170 356, 953 900, 223 5, 682, 313 8 376, 639
Checks and other 1 xtem% 2, 230, 570 956, 101 1, 088, 481 8, 021, 2G5 12, 296, 4117
Exechanges for clearing- l\rmse 76, 260, 065 16, 079, 945 4,443,677 |l 97, 383, 687
Rills of other national banks. .. 2,191, 418 3, 920, 591 2, 626, 584 9, 675, 225 18, 422, 818
Bills of State banks...... . 1, M7 1, 472 3, 967 19, 809 27,195
Fractional currency . 263, 422 260, 792 230, 074 1, 470, 655 2,224, 943

Specie ..............

14, 406, 267 2, 716, 909 1, 682, 477 2, 375, 292 21, 240, 945
Legal-tender notes .

I
l 20, 374, 595 12, 098, 851 14, 146,017 32, 807, 433 80, 016, 946

. b certificates of \Iepo 31, 555, 000 7, 330, 000 2, 970, 000 775, 000 42, 830, 000
5 per cent. redemption- tuml [
with U. 8. Treasuver......... 1, 464, 616 2,277,015 1, 421, 062 11, 891, 414 17, 054, 107
Additional amount with T. S
N RTINS RN 203, 845 359, 497 372, 401 2,270,100 3, 293, 843
TOtalS . e oocae vnaeaaennns | 424,733,914 | 303,296,206 | 202,396,722 | 946, 754, 100 | 1, 877, 150, 942
LIABILITIES. ; — = ==

Capital stock.

68, 500, 000 78,137, 085 48, 305,800 | 208, 222, 236 493, 765, 121
Surplus fand .

0o, aaasl | e26en 184 | 19484601 | 71,137,351 | 198 958, 107

Undivided profits .......... 12 042, 089 5, 565, 063 4,369, 885 | 29, 504, 401 51,434 438
National-bank notes outstand- !

ing L 25,201,781 44, 039, 276 29,124,202 | 234,770, 039 333,225,208

Staté-bank notes ontstanding. . i 115, 501 149, 838 34, 023 665, 630 964, 997

Dividends unpail § 246 682 1, 259, 331 139, 852 1, 869, 982 3, 515, 347

Tndividual deposits. . 3 201, 323,282 | 114, 200, 822 74, 554, 311 275, 990, 581 669, 068, 996

U. S. deposits . . . 422, 809 288, 276 1, 386, 028 5, 203, 041 7,302, 154
Deposits of U. S, Qisbursing |

| 25,788 33, 172 645, 268 3,223, 600 3,027, 828

oo 68 184, 28, 8354, 310 16, 984, 263 11,074,117 125, 102, 050

cers 23 230, 153 7,357,217 | 12,438, 916 5, 691, 121 50, 718, 007

Notes and bills rediscounted ..|.............. 124, 000 534, 444 3, 538, 928 4,197,372

Bills pagable «voooeeeeioaa o, 1 601, 993 2, 632 1,393, 020 2, 861, 073 4,950,727

TOtAlS . e eeeeenaenas | 424,733,914 | 303,206,206 | 202,396,722 | 946,754, 100 | 1, 877, 180, 942

*The redemption cities, in addition to New York, Boston, Philadelphia, and Baltimore, are Albany,
Pittsburgh. Washington, New Orleans, Louisville, Cmuuuah Cleveland, Chicago, Dutmxt Milwaukee,
Saint Loms, and San Francisco.

DISTRIBUTION OF THE CURRENCY.

The national-bank act anthorized the issue of three hundred millions of
national-bank circulation. The act of July 12, 1870, authorized the issue
of fifty four millions of additional circulation. Of this additional circula-
tion there was issued to November 1, 1871, $24,773,260; in the year ending
November 1, 1872, $16,220,210; in the year ending November 1, 1873,
$7,357,479. Durmg the year ending November 1, 1874, there has been
issued $5,817,316; and during the same year there has been withdrawn
from circulation dlld destroyed $2,241,019, showing an actual increase of
national-bank circulation daring the l)d‘bt year of $3,576,297.

Two national gold banks have been organized in California during the
year, with an authorized capital of $700,000. The total capital of the
national gold banks, all of which are ortmuized in the State ot Califor-
nia, is' $3,650,000, to which banks LIlC'dl:lti()u has been issued amount-
ing to $2,150, 000,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



1874
VI

REPORT OF THE COMPTROLLER

OF THE CURRENCY.

The following table exhibits the number of banks organized, the num-
ber closed and closm g, and the nomber in operation, with their capital,
bonds on deposit, and circulation issued, redeemned and outstanding, in

eachState and Territory, on the 1st day of November, 1874 :

T
SIEIE | Cironlat:
Q| =g i M : ;s irenlat’n
. 2wy | == | 24 | Capital. | Bondson | Circula-_ | Circalat'n
Statos and Territories. ’5 EREY ] ©.3 | paidin, | deposit. itionissued. redecmed. ;l,;\;stand-
& 2% | g ‘ .
A Rk
) -
i
Maile - ooeeiiiiaaieaas 66 Qt 64] %9, 840, 000! $8, 930, 750 1(13, 471,360, 3,524, 784, 7, 946, 576
New Hampshire 44 1 43! 3,365,000] 5,342, 000; 6,715,455 2,008,090, 4,707, 365
Vermont ..... 44 ‘2‘ 42 8, 362: 712 7,735,000, 9,888 7701 2,991,330 6, 898, 440
Massachusetts . 223 3. 2200 93,039, 350] 67,401, 250, 93, 213, 685 34, 167, 666] 59, 051, 019
Rhbode Istand .. 62...... ’ 62| 20, 504, 800! 14, 718, 400 19, 977, 410; 6, 707, 590! 13, 269, 320
Connecticut .............. 83 3 80| 25, 484, 620] 20,229, 400! 27,249, 470 9, 417, 672| 17, 831, 798
I
Total Eastern States .. 522 110 511{162, 596, 4821124, 466, 800|168 522, 150 58, 817, 132109, 705, 018
| o D
New York.eoeowenainano.. 323 47 276,108, 339, 691 64, 963, 05 0‘107, T, 415| 47, 938, 366| 59, 299, 049
Now Jersey 63 1[ . 62) 13,908, 350] 12, 552, 650; 16, 330, 820 5, 23, 010| 11, 092, 810
Pennsylvania 218 13, 205| 53,810, 240{ 47, 64.), 8:)0! 6.3 923, 105| 21, 831, 084 42,092, 711
Delaware. .. Ttjeaa... 11} 1,523,183 1,453, 200 l ()30 965 644, 990; 1, 285, 975
Maryland. .. 33 2 31) 13,790, 203 10, 301 2005 14,236, 850| 4,954,523 9,282, 327
Total Middle States. .. 648 63\ 585(191, 471, 669,137, 006, 000‘203, 708, 845 80, 655, 9731123, 052, 872
District of Colnmbia...... : 1,852,000 1,620,000 2 432,800 070, 509] 1,462, 291
Virginia ....coa.... 3,935, 000{ 3,676,750] 4,820,230] 1,204,948 3,615,232
West Virginia. .. 2,146,000 2,093,600] 3,502, 2700 1,116,840 2,385,430
North Carolina .. 2,200, 000{ 1,970,100 2,130, 320 305, 775| 1, 824, 545
South Carolina 3,135,000, 2,010, 0006 2,363, 630 196, 2101 2, 167, 420
Georglla - 2, 835, 000 2, 526, 400] 2, 927, 990 668, 415) 2, 259, 575
Florida. .. 80, 000 60, 000 7,000, .c........ 27, 000
Alabama . 1, 625, 000, 1, 550, 000} 1, 687, 270, 307,267 1, 380,003
MissisSippl coveiaaiiiaiaiil 2] Riiiieii)iineiiiianfeneneciienn 66, 000 61, 124 4, 876
Touisiana. 4,450,000, 2,984,000 4,607,320 1, 204, 845 3,402,475
Texas .... 1, 155, 000 914, 000} 1, 149, 740] 332, 040! 817, 700
Arkansas, 1 , 000 205, 000, 294, 000 50, 105 243, 895
Kentucky . 47 1 46( 10,018,900, 9, 381, 850 10, 264, 670; 1, 929, 069] 8, 333, 601
Tennesséﬁa 31 5 261 3,560,300 3,116, 500 4, 044, 920] 983: 48| 3,061,232
Missouri.. 41 [ 35/ 9,195, 3000 3,985 350 8 646,565 2,738,186 5, 908 379
Total Southern and !

Southwestern States 252 37“ 215! 46, 392, 500; 36, 093, 550! 48, 964, ¥85 12, 069 081| 36, 895, 704
Ohio.coneiiiiiieaaaas 1IR3 137 170] 29, 223, 000] 25, 964, 150 34, 474, 265 10, 868, 632 23, 605, 633
Tudiana 104 [ 98] 13, 278, 200 16, 575, 3u0| 21, 333, 075 6, 427, 809' 14, 905, 266
Illinois... 152 100 142] 20, 338, 670] 19, 742, 400; 23,296, 405; 6, 661, 204 16 035 201
Michigan .. 84 4 80| 10,268, 500] 7,924, 1 9, 860, 400] 2, 470, 527 7 .189, 873
Wiscogusin . 53 8 47| 3,815,000, 3,424,500 4,878,130 1,646, 144 3' 231, 986
Iowa..... 90 10 80 6,261, 4200 6,093, 000] 7,984,805 2,381,036 5 602,869
Minnesota . 35 3 32 4,448,700] 3,746,750{ 4, 455, 000; 1,061,499 3,393, 501
Kansas 27 Qi 25 1,780,000 1,599,000] 1,820,575 305,954} 1, 514, 621
Nebraska ..o.cemevnaneann. 11 l‘ 10| 1,023, 000{ 1,060,000 1,0%0,600 174, 7100 895, 900

Total Western States 741 57) 684 95,439, 150, 83,131, 900 109, 173, 55| 31, 998, 405] 77.174, 850
Nevada.ceeeemeareenannens 1 ) | IR DU P 131, 700 123, 836 7, 864
Oregon .. 1. B 1 250, 000 250, 000, 2&) 900 55: 900 225, 000
Colorado . . 11 850, 325| 740, 000| 75(v 260 148, 070 603, 190
Utah . 3 450, (00| 200, 000 5'.‘5, 230/ 175, 511 399, 659
Tdaho. . 1 100, 600 100, 0060 118, 500 30, 200 88, 300
Mont.ma 6 1 507 350, 000! 26, 000, 310, 540, 43, 145 266, 795
Wyoming.. 2 2 125, 600 60, 000 56, 500 2, 500 54, 000
Nezv MBJEICO R 300, 000 300, 000 317, 600 49,700 267, 900
Dakota cocncviennennnnnn. 1 50, 00 50, 060 45, 540; 540 45, 00

Total Pacific States

and Territories...... 29 3 26| 2,475,325 1,986,000 2,592, 770 630, 062| 1, 962. 708

Grand total......... 2,103 171 2, 021495, 375, 126 382, 634, 250 532, 962, 805 184, 171, 653348, 791, 152

) 3 : i , 191,
Due to banks for mu- -
tilated notes destroyed] ..o loiiuiforenailianann i eeeeen o e cerieaeea-| 3,136,094
351, 927, 246
GOLD DANKS. e

Massachusetts 1 D seoeel 120, 000 120, 000;.
California..cceeeeeaaon. b PO 7‘ 000‘ 2,737, 500 2, 228 100[ 8, 700

Total gold banks...... . 8 1 7} 3,650, 000 I 198,700, 2, 150, 000

| 273, 500 2,348, 700]

l
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The following table exhibits the apportionment to the different States
and Territories, upon the basis of population and wealth, of the whole
amount of circulation authorized by law, ($354,000,000,) together with
“the excess or deficiency of circulation in each instance :

|

Apportion - | Apportion- | Aggregate

States and Terri- = Qutstanding , | .
" ment on ment . on | apportion- P Excess. !Deficiency.
tories. population.| wealth. P ent. cireulation, l v
Maine .ccooeeoniinn. $2, 877, 818 $2, 053, 200 $4, 931, 018 $7,946,576 | $3, 015, 558
New Hampshire . 1, 461,133 1, 486, 800 2, 947, 938 4,707,365 § 1,759,427, .
Vermont........ . 1, 517, 376 1, 380, 600 2,897,976 6, 898, 440 4, 000, 464 |.
Massachusetts 6, 689, 889 12, 519, 360 19, 239, 189 59, 051, 019 | 39, 811, 832
Rhode Island ....... 997,747 1,752, 300 2, 750, 047 13,269, 820 | 10, 519, 773
Connecticut ........ 2, 467,152 4, 566, 600 7,033,752 17,831, 798 | 10, 798, 047

Total Eastern
States ........ 16,011,120 23, 7188, 800 39, 799, 920 109, 705, 018 | 69, 905, 101

New York.......... 20,118, 813 38, 267, 400 58, 386, 213 59, 209, 049 912, 838
New Jeraey. . . 4, 159, 382 5, 540, 100 9, 699, 4232 11,092,810 | 1,393,328 |.
Pennsylvania 16, 167, 317 22, 425, 900 38, 593, 217 42,092,711 | 3, 499, 495

Delaware .. 573,873 566, 400 1,140, 273 1,285, 975 145, 702
Maryland. . 3,584, 651 3, 787, 800 7,372, 451 9,282,327 | 1,909, 876
Total Middle

States ...-.. .. 44,604,036 | 70,587,600 | 115,191,636 | 123,052,872 | 7,861,239 |._..........
District of Columbia 604, 560 743, 400 1, 347, 960 1,462, 291 114,331 | ...,
ViTginga - euvnneenns 5, 624, 042 2, 407, 200 8,031, 242 3, 615, 282 .. 84, 415,961
West Virginia.. 2, 029, 041 1,15, 100 3,144, 141 2, 385, 430 |. 758,711
North Carolina . 4,918, 022 1, 539, 900 6, 457, 922 1, 824, 545 |. 4,633, 377
Sounth Carolina......| 3 239,045 1,221, 300 4, 460, 345 2, 167, 420 | 2,292, 925
Georgia....... | 5,435,587 1,575, 300 7,010, 887 2, 259, 575 4,751, 313
Florida .. .. 861, 846 265, 500 1,127, 346 27, 000 1,100, 346
Alabama,. 4, 576, 646 1, 185, 900 5,762, 546 1,380, 603 |. 4, 382, 543
Mississippi 3, 800, 529 1,239, 000 5,039, 529 | 876 5, 034, 653
Lonisiana. . 3. 336, 863 1, 893, 900 5,230, 763 3,402, 475 1,828, 289
Texas. ... 3,757, 640 038, 100 4,695, 740 817, 700 3, 878, 040
Arkansas 2223, 936 420, 400 3,144, 336 243, 895 2,900, 441
Kentucky .. 6, 064, 027 3,557, 700 9, 621, 727 8, 335, 601 1,286,126
Tennessée . 1 smmus 2, 938, 200 8,715, 318 3,061, 232 5, 634, 086
MiSSOULL ~.nenn oonn 7,901, 509 7,557,900 | 15, 459, 409 5, 908, 379 9,551, 031

Total Southern
and South-
western States 60, 150, 411 29, 098, 800 89, 240, 211 36, 895, 704 114,331 52, 467, 842

Ohio ..o ocinnn.n. 12, 234, 126 13, 151, 100 235, 385, 826 23, 605, 633 1,780,192
Tndiana.. . 7,714, 871 7, 469, 400 15, 184, 271 14, 905, 266 279, 005
Tliuois .. 11, 659, 230 12, 496, 200 24, 155, 430 16, 635, 201 7, 520, 230
Michigan .. 5, 433, 337 4, 230, 300 9, 665, 657 7,339, 873 2, 275, 154
Wisconsin . 4, 841, 403 4, 141, 800 8, 983, 203 3,231, 986 5,151, 21%
Towa....... 5, 481, 021 4, 230, 300 9,711, 381 5, 602, 869 4,108, 513
Minnesota . 2,018, 445 1, 343, 209 3,363, 645 3,393,501 | 20,856 |..o.........
Kansas .. .. 1, 672, 754 1, 115, 100 2, 787, 854 1,514, 621 1,273,233
Nebraska . .cooeeenn. 564, 592 407,100 971, 692 893, 900 |..evreennnn. 75,7192
Total Western .

States - ova.... 51, 622, 459 48, 536, 500 | 100, 208, 959 77,174, 850 29,856 | 23,003, 966
Nevada.... 195, 052 177,000 372, 052 7, BG4 364, 189
Oregon ... 417,377 300, 900 718,277 225, 000 493, 277
California . 2, 571, 183 3,752, 400 6,324,183 | ool 6,324, 183
Colorado. .. 182, 993 123, 900 306, 293 GO8, 190
TUtah .... 3 23, 500 416, 836 390, 659
Idaho . .. 37, 400 104,252 &8, 300
Montana. 83, 560 113, 640 26, 795
Wyoming. . 35, 400 77,955 54, 000
New Mexico .. 421, 742 194, 700 616, 442 267, 900
Arvizona..... 44, 334 17,700 62,034 ... e e
Dakota ... 65, 006 35, 400 100, 496 43, 000
Waghington ........ 109, 864 £3, 500 108,464 | ool 108, 464

Total  Pacific i
States and ;
Territories ... 4,611, 974

0,550,274 | 1, 962,708 385, 052 7,972, 619

Grand total of ; i
Statesand Ter- |

| !
tories .......... i 177,000, 000 : 177,000,000 334,000,000 ¢ 345,791, 152 | 78,295,579 | 33,504, 427
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The total circulation outstanding on November 1, 1874, including the
amount ($3,136,094) due to banks for mutilated notes destroyed was
$351,927,246, lefwmv $2,072,754 yet to be issued of the $354,000,000 au-
thorized.

Since the passage of the act of June 20, 1874, forty-six national banks
have been organized, with a capital of $4 019, 000 to which circulation
has been issued amounting to $1;842,650. The amount of circulation
still due to these banks, and to other banks previously organized, is
$3,707,000.

Apphcatwns have been made for the organization of sixty-four other
national banks, with a capital of $5,110,000, and circulation amount-
ing to $4,509,000 has been assigned to these proposed organizations.

Under sectlon 4 of the act of June 20, 1874, $7,714,550 of legal-tendér
notes have been deposited for the purpose ot w1thdlawm g from circula-
tion the same amount of national-bank notes.

The following table exhibits, by States, the amount of circulating
notes issued to national banks since the passage of the act of June 20,
1874 ; the amount authorized to be issued to banks already organized ;
the amount authorized to be issued to proposed organizations, and the
amount of national-bank notes surrendered by the deposit of legal-
tender notes :

Authorized | Aushorized
Igful}iggng to be issued | to be issued
. to banks al- | to proposed Total,

Amount sur-

States and Territories. rendered by

June 20, + depositofle-
- ready or-|{ organiza-
1874, ganized. tions. gal-tenders.
Rhode Island. .ooovoneniininiieiidiiniimnennaiiieiniannt $153, 900
Connecticut .. e

Pennsylvania cooeve vavriciiniiiiiaieeceilianeee e,
D\strlct of Columbia $4R,000 | ..ol ...
Virginia...... coaco.. 31, 00 $45, 000
‘West Virginia.. 18, 000 50, 000
North Carolina. 58, 500 180, 000

$48, 000

96, 800 |.
338, 000 |.
238, 500

South Carolina . S 180, 000
[ e R R AR 45,000 45, 000
Florida 27, 000 . 90,000 |.
Alabama . 45, 000 90, 000 |.
Lonisiana .coeee veviinininn i inieanat. PO P , 000 135, 000
Texas ...... . 61, 500 118, 500 180, 000 360,000 |....
Kentueky .ocveeuenai oo 1, 142, 200 499, 350 45, 000 1, 680, 550
TenNesSe . cvevemencnmeannceennan 2, 040 193, 000 45, 000 315, 000
1% ECTCT011 1 o 3R (R PR . 90, 000 90, 000
Ohio . cenn e 223, 210 452,010 1,395,000 | 2,070, 220
Indiana . c..veennninnniiainaa... 645, 070 388, 900 864,000 | 2,097, 970
JEL T T 406, 000 432, 000 495,000 | 1,333, 000
Michigan .cus ceecnnrenrnanennan. 136, 000 347, 640 90, 000 373, 640
Wisconsin ..., ....ooiiiiaiia. 49, 500 49, 500 45, 000 144, 000
TJowa o ooveeni il 211, 500 229, 500 315, 000 756, 000
Minnesota. - ccveninnnnn iaveoan- 117, 900 107,100 |.... . 225, 000
Kansas  ..ooeneciiriiienniia i ieanaaiaiio 112, 500 ]8!) 000 292, 500
Nebraska «oooeeovriaiiiii e irrameeaaiian fanonnannceans 90, 000 90, 000 |.
Colorado. .

Utah ...

Dakota... :
f 7Y RN 3, 330, 180 3, 707, 000 4,509,000 | 11, 546, 180 7, 714, 550

The Secretary of the Treasury has, npon the request of the Comptrol-
ler, as provided in section 8 of the act of June 20, 1874, issued ¢irculars
to the assistant treasurers, designated depositaries, and national-bank
depositories of the United States, accompanied with a list of all banks
which have failed, and which have gone into voluntary liquidation,
directing them to assort and ceturn for redemption the notes of those
associations. The following table exhibits, by States, the amount of
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national-bank notes outstanding of insolvent banks and of banks in
voluntary liquidation.

Parmitar o In voluntar Insolvent
States and Verritories. liquid atiuu.y panks. Total.

Maine. .oooeomniiieae el e e eemee e $3,206 25 |.eeeeniiii.... $3,206 25
Connecticut . N $960 50 960 50
New York... . 907, 260 5 370, 063 25 1,277,329 00
Pennsylvania 57, 366 50 199, 291 50
Maryland ..o.oe i TTRART O L 178,427 25
District of Col 392, 596 00 431,191 00
Virginia... 579, 400 00 703, 076 75
West Virgi - . 452, 432 00
Georgia . 4 244 k) 4,244 75
I 0 -0 TR PO 1,683 25 1,683 25
Mississip 3, 485 00 1,391 25 4,876 25
Louisiana . 261, 000 00 390, 324 50 651, 324 50
ATKADSAS . . e m i iaeiie i amea e 4,995 00 4, 995 00
Kentueky coenennniianoiiiiii i, -- 27,000 00 {.. ... ... 27,000 00
T enmeSSee . o incieisioiacenese e eaana, 34" 341 00 2,121 25 344, 462 25
MASBOULT < e viiiiirer it e reinieiaentt e %39,038 50 1.eeaal oLt 239, 038 50
ORI .o et b aiiiaaaaaen 316, 655 10 79, 500 00 396, 155 10
BT P 60,383 75 39, 300 00 99, 683 75
BT30S T S 835, 168 70 235,317 00 860, 485 70
B 610115022 P 47,463 00 ...l 47, 463 00
WISCONBIN. .o ou it ittt 109,572 60 {.enereeeaen .. 109, 572 60
Jowa c oo il 240, 763 90 1, 351 00 242,114 90
MInnesota. oo oot caeee e 8,740 00 |. ... ... 8,740 00
Kansas. oo et aeaes 90, 000 00 83, 400 00 173, 400 00
BV - R DA R 7,863 50 7, 863 50
Tt e e e e 10,768 00 {.vuoveenennnnnnn. 10, 768 00
Montana . i e et 12,500 00 §.ocnurnemcnnnnn. 12, 5300 00

Total. oo e 4,454,647 30 [ 2,037,638 00 6, 492, 285 30

The amount of cireunlation now at the disposal of the Comptroller or
hereafter to be placed at his disposal, for distribution from these different
sources, is as follows:

The portion of* the $354, 000, 000 anthorized, remaining unissned...........§2, 072,754

Notes of banks which have deposited lawful mouney for withdrawal of cir-
[0 £ 5 U 4 7,714,550
Notes in circulation of banks in liguidation. ..o ciimin iiiimiiiacaaan, 6,492,285
4 0] 71 S QR 16, 279, 589

It is probable that of the notes of banks whose circulation is being
retired, a sufficient amount will be returned and destroyed to supply
all applications for new organizations for some months to come.

The Attorney-General, at the request of the Secretary of the Treas-
ury, has, since the passage of the act ot June 20, 1874, given an
opinion, in which he holds that all circulating notes not withdrawn un-
der the operation of that act, may be redistributed, as provided by the
previous acts; and thatit is the duty of the Comptroller to make re-
quisition at such times and in snch amounts as may be necessary for
the purpose of supplying banks that bave been organized in States
which are deficient. Upon this point the Attorney-General says:

As applications are duly made for circulating notes, that is, the banks having filed
their bonds and otherwise complied with the requirements of law, the Comptroller is
to issue and deliver the notes to them, and then is to © proceed forthwith” to make re-
quisitions upon the banks pointed out by the act, to withdraw and redeem of their
circulation so much as is necessary to equal the issnes previously made. It is prob-
able that this course of proceeding would result temporarily in a greater amount than
$354, 000, 000 of circulating notes, were it not for the sus withdrawn and redeemed
under the fourth and eighth sections of the act ; these sums are so large, that there is
little dauger of overstepping the limit fixed by law.

When the amounts withdrawn aud destroyed under the fourth
and eighth sectious of the act of June 20, 1874, referred to by the
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Attorney-General, shall have been re-issued, it will be the duty of the
Comptroller to make requisition upon banks organized in States having
an excess—Iirst, by reducing in such States to $1,000,000 the urculatmu
of all banks having more than that amount; and sec ondly, by with-
drawing from other banks having a circulation exceedmg $300, 000, their
circulation, pro rata, in excess ot that amouut. The amount subject to
withdrawal under sections 7 and 9 of the act of June 20, 1874, in States
having more than their proportion of circulation, is as follows.

From four banks in New York City ........... e PR e eremmaaaean $1, 388,538
From seventeen banksin Providence...o........ 2,
From fifteen banks in Connecticut.......... ...
From thirty-eight banks in Boston .............
From twenty banks in Massachusetts. ... c..o.ooooiiilL.
From four banks in Maine -... ... ... .o .on e
From four banks in Vermont......... PR b emeeeaiececainane
From twelve banks in Baltimore.................
From one bank in Delaware.. ... ... colos i iaerenncannaaan e veeaes 99, 850
From forty-one banks in Pennsylvania............... freen e e teeeenaaan 3,967,195
From eleven banks in New J OFSEY «eemes cns vasscenn iene i ae e 950, 000
Add amount of circulation remaining unissued and amonnt to be Wlthdraw

as stated on the preceding page..... U, e tee e e iceean e, 16,279, 589

Total - cvvs v vmevnanan. D . 47,350,743

The aggregate amount of circulation at the disposal, or hereafter to
be placed at the disposal, of the Comptroller for redistribution among
the States which are deficient, is therefore $47,350,743.

The following comparative table exhibits, by States, the amount of
circalation outstanding, the amount per capita, and its ratio to wealth
and capital, prior to and since the organization of the national banks:

Comparative table, exhibiting by States the bank circulation, the amount per capita, and the
ratio of circulation to wealth and to capital, previous to the orgarization of the national
banking system and in 1874,

- . Ratio of eir- | Ratio of circu-
Bank circulation. le"}"’%}" per culation 1o lation to capi-
L. caprta. wealth, tal,
States and Territories.
1862, 1874. 1862, 1874, 1862. 1874. 1862. 1374.
Per ct. | Per ct. | Per ct. | Per cf.
Maine .oooouniiiininnnnnan. $6, 488, 478 | $7, 946, 576 | $10 33 | $12 67 3.4 2.2 8L.3 80. 8
Wew Hampshire 4,192, 034 4,707,365 | 12 86 14 79 26 1.0 85.3 87.7
Vermont. ....... ... 5,021,850 6,898 440 | 17 84 t 20 87 4.6 29 143. 7 82.5
Massachusetts............. 28,957,630 | 59,051,019 | 23 52| 40 52 3.5 2.0 42. 8 63.5
Rhode Island . 6,413, 404 | 13,269,820 { 36 73 61 05 4.7 4.4 30.7 64.7
Connecticuat. .. .} 13,842,753 | 17,831,798 | 30 08 | 33 18 3.1 2.3 63.5 70.0
Total Eastern States...| 65, 516, 155 (109, 705,018 | 20 90 | 31 45 3.5 21 517 67. 4
New York .. - 39, t&2, 819 | 59,299, 049 10 10 13 53 21 0.9 36.0 54,7
Neow Jersoy. 8,172,398 | 11,092, 810 12 16 12 24 1.7 1.1 99. 8 9. 8
Yeunsylvania.............. 27,689,504 | 42,092, 711 953 1195 1.9 1.1 106. 8 3.1
Delaware .coovoeinienannn. 678, 340 1,235,975 6 04 10 28 L5 13 176. 2 84. 4
Maryland.....ovoeiinnaa., 6, 649,030 | 9,282, 327 9 68 11 88 1.8 1.4 54. 9 67.3
Total Middle States....| 82, 372,091 123, 052, 872 9 97 12 66 2.0 1.0 53.1 1 64.2
District of Columbia. ......]......._._.. 1,462,291 |........ 1113 )........ LLl{........ 79.0
Vivginia ...l 19, 8¥7, 148 | 3,615,282 | 12 41 2 96 23 0.9 120.2 91.9
West Virginia .oovevnaidoiaee oo 2,385,430 |........ 5.39 Joeeninnn 1.2 ..., 111.2
North Carolina . 5,218, 598 1, 824, 545 5 26 170 1.4 0.7 66.3 : 82.9
South Carolina............. 6,029,036 | 2,167, 420 8 65 307 11 1.0 40.7 | 69, 1
GOOTZIR e eeeenanennnnaannnn 8,311,728 | 2,259,575 7 & | 190 1.3 0.8 50.21 0.7
Florida «oovemnvianarcnaanns 116, 250 27, 000 82 14 0.1 0.1 27.3 1 337
Alxbama. N 5, 050, 2122 1 1,380,003 524 138 1.0 0.6 101.5 ! 349
Mississippi 4,876 |........ {17 SO 0.0 f........ | 0.0
Louisiana . . 3,402,475 1 12 54 4 70 L5 1.0 | 5111 6.5
XU i T SRS ORI 817,700 {........ 09 {.ocnnne 0.5 ..., ! 0.8
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Comparative table, exhibiting by States the bank cireulation”, §e.—Continned.

Ratio of cir- | Ratio of ciren-

"
Uirenlation per culation  to lation to capi-

' |
Bauk circulation. |
| capita. wealth.
i
i

e tal.
States and Territories.
1862, 1874, 1862, 1874. 1862, 1874. 1862. 1874,

Per ct. | Per ct.

ATKANSAS 1evmvmvaanerroen]amacnennns %3“4'3 RO5 | ...... $0 50 {........ 0.1

Keutuck) LU $9,035, 724 1 8 335, 601 §T 82 6 31 L3 1.3

Tennessee . 4,540,906 3 001 232 4 09 243 0.9 0.7

By SEETCT1 o SR 4,037,277 90" 379 3 42 343 0.8 0.4

Total Southern and \

Southwestern States | 71,098, 408 | 36,895,704 | 6 17 2 81 1.1 0.7 66.3 9.5
QRO+ eenaeeeeneenanes 9,057,837 | 23,605,633 | 3871 88 | 0.7 .0 1506 80.8
Indiana......... 6, i82, 890 | 14, 905, 266 502 8 09 1.3 1.1 150. 9 8L.5
Ilinois ..... . (19,286 | 16, 635,201 30 6 55 0.1 0.8 314 81. 8
Michigan ... . 131, 087 7,389, 873 17 624 0.0 j DU RN 2.0
Wisconsin 1, 643,200 | 3,231, 936 212 3 06 0.6 0.4 53. 8 847
Towa...... 1,249,600 | 5, 60° 869 185 4 69 0.5 0.7 156. 5 89, ¢
Minnesota 198, 494 3 393 501 1135 7T 0.4 1.5 62,4 76.3
Kansas ... . 2,770 1 014 621 03 416 0.0 | 0.8 3.3 85. 1
Nebraska.ocoaeoiviinniicdiiiaiiieaas 895, 900 (... TRl ! 1.3 ... 87. 4
Total Western States..| 19, 684, 564 | 77, 174, 50 ] 249 G 86 0.6 | 0.9 125.4 80. 8
Nevada 64 . 0
225, 000 2 L0

608,190 |. 5
340, 650 |. 4
88,300 |. 5
266,795 1. 2
54,000 | 5
267, 900 2

P2 G 1/75) 1 A U P R e

Dakota voonevnononovnoann, N 45,000 |. ..., 3
Total Pacific States and l
TEXTIEOTION . n weweee|emeneniennnn 1,962,708 |........ 200 ... o1l 9.3
Grand total of States |
and Terrisories ...... 938, 671,210 (348,791,152 ' 759 | 9 04 L5 11) 589 69.9

*The cirenlation of the State banks in the year 1862 has been obtained from page 210 of the report of
the Secretary of the Treasury on the condition of the banks at the commencement of the year 1863.
The returns from Delaware, Mary]and Louisiana, Tennessee, and Kentucky were not comp]ete The
aggregate amount of State bank eirenlation reported at that time was much greater than at any previous
period.

REDEMPTION.

The amount of legal-tender notes anthorized is $382,000,000; the
amount of national-bank notes, $354,000,000. The amount of legal-ten-
der notes, under the act of June 20, 1874, cannot be reduced, but must
remain continually in circulation; the amounnt of national-bank notes,
however, may be reduced at the pleasure of the banks. If the value of
the paper dollar be determined by the amount of snch mouney in circu-
lation, then the national-bank note is more valuable than the legal-
tender note. The national-bank notes outstanding are seeured by &
deposit of more than $385,000,000 of United States bonds, which are at
a premium of more thau 12 per cent. It the United States bonds
be not of sufficient value to pay the notes, the capital and surplos of
the banks, amounting to $622,000,000, as wetl as their entire assets,
are available for that purpose. The stockholders are individually liable
for the full amount of their stock, in addition to the amount invested in
such shares, and the United States guarantees the final payment of the
notes. There are, then, absolute assets for morve than three times the
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amount of the national-bank notes outstanding, available for the re-
demption of these notes, and, in addition, the coutingent liability of the
shareholders and the gnarauntee of their final paywment by the United
States. It is certain, therefore, that the demand for legal-tender notes
in exchange for national-bank notes is not based on the conviction that
the former are more valuable than the latter.

Individuals may desire to exchange national-bank notes for legal-
tender notes, for the purpose of obtaining a legal tender for the pay-
ment of debts. National banks may desire to exchange the notes of
other banks for legal-tender notes, either because, under the law, legal-
tender notes may be held as a portion of their reserve, or for the pur-
pose of obtaining new notes in place of those which are soiled and
mntilated.

If an individual shall desire legal-tender notes for the purpose of
making a lawful tender of money, such notes can readily be obtained
in any reasonable amount, without charge, of any of the two thousand
national banks which are located in the several cities and villages of the
Union.

The aet of June 20, 1874, which provides for the redemption of
national-bauk notes with legal-tender notes at the Treasury, also re-
duces the amount of legal-tender notes required for the reserves of the
banks more than $20,000,000, or abont one-sixth of the entire amonnt
sorequired. Italsofixestheamount oflegal-tender notes at $382,000,000,
an increase of $26,000,000; the demand for legal-tender notes by the
banks being, therefore, under the operation of that act, largely reduced,
while at the same time the snpply is increased.

The exchange of national-bank notes for new notes at the Treasury
is, therefore, chiefly desirable on account of their mutilated condition.
The national banks have held in their vaults during the last five years
about oue-third of the entire amount of legal-tender notes issued, while
the whole issue of national-bank notes has been eontinually in circula.
tion. While, therefore, a large portion of the legal-tender notes has
been unused, or not in active circulation, the entire amount of the
national-bank notes has been performing the functions of currency.
These notes have therefore become worn out and mutilated, so that the
substitution of new notes therefor has becomne unecessary.

Previous to the organization of the national-banking system, the Suf-
folk Bank, of Boston compelled the redemption of the notesof the New
England ba,nks at par, in Boston, by a system of assorting and return-
ing the notes to the place of issue; and by a similar method, with the
aid of legislation, the votes of the State of New York were redeemed
at the commercial center at a discount of one-fourth of 1 per cent.
These notes were redeemed in specie funds, and their redemption was
frequently demanded Dbecause specie funds were more desirable, and,
being more desirable, the redemnption was a source of profit, directly or
indirectly, to the redeinption-agents, But there are now in circulation
more than seven thousand different kinds of notes, issued by twenty-two
hundred national bauks, amonuting to $351,927,246, and the notes of
each denomination of all the banks are so nearly alike that the process
of assorting and redemption is tvo burdensome and expensive to be vol-
untarily nndertaken by the banks at the commercial center. The act of
June 20, therefore, wisely provides for the renovation of the circulation,
the expense of transportation and assorting to be at the expense of the
banks. The chief object of the law was the purification of the circula-
tiou, rather than its redemption, in the proper sense of that word. If,
for example, the bank ecirculation of New England, amonnting to
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$110,000,000, consisted of worn-out notes, and the bank-circulation of
the Middle States, amounting to $124,000,000 of notes in good condition,
and if the law provided for the redemption of the notes of the New Eng-
land States in the notes of the Middle States at the Treasury, and also,
that the notes of the bauks in the Middle States should be counted as
a reserve by the New England banks when held by them, an excbange,
or redemption, so called, of circulating-notes would take place similar to
that now in operation.

No real redemption can be expected so long as the amount of nofes
to be redeemed is less than the amount of notes in which they are to be
redeemed. If Congress should provide for the withdrawal of legal-
tender notes and for the issue of national bank notes, as needed, in place
thereof when the amount of legal-tender notes should be reduced to, say
$300,000,000, the legal-tender notes would then be in demand; and in
proportion as they shonld be reduced in amount the demaund for them
would increase, until, finally, when the amount of bank-notes issued
should be largely in excess of the amount ot legal-tender notes out-
standing, the national-Dank notes would themselves be withdrawn at
certain seasons of the year, on account of the difficnlty or expense of
obtaining lawful money with which to redeem them. Tlhe gold coin of the
country wounld then make its appearance in answer to the demand for
an additional amount of lawful mouey, and specie payment would fol-
low. Redemption, in its proper sense, implies the exchange of a promise
to pay for the thing promised—namely, coin, o1 its representative which
is convertible into coin on demand. The etfeet of such redemption is to
confine banks of issue to a legitimate business, which is the disecounting
of commercial paper. If banks of issue are obliged to pay their civeu-
lating-notes once in sixty or ninety days, they must discount such promis-
sory-notes only as will certainly be paid within that time. If the pay-
ment of bank-notes be frequently demanded, banks of issne cannot safely
invest their eapital in real-estate loans, in donbtful stocks or bends, in
accomninodation notes which require renewal, or in loans on doubtful se-
curity, but must have their capital at all times invested in loans which
will be promptly paid at watarity. Such a condition indicates a health-
ful business, and promotes sound banking; and the reduction of the
atrount of legal-tender notes, accompanied with sueh inerease of na-
tional-bank notes as may be required, will secure a proper system of re-
demption, render free banking practicable, and gradually restore specie
payments without necessarily decreasing the amount of the circulating
mediam.

The Treasurer, on June 25th, last, issued a eircular to the national -
banks, requesting them to deposit 5 per cent. on their circulation with
biw, as provided in sectiou 3 of the act of June 20; and on the 1st day
of August nearly the whole amount ($16,524,583) had been veceived,
since which time the baunks have, with but few exceptions, promptly
responded to the requisitions of the Treasurer. Some delay occurred
in the office of the Treasurer at the outset, on account of a lack of
force and the difficulty of assorting, but the work of purifying the
currency is now in successtul operation, and sinee the passage of the
act $19,773,220 of muititated notes have been delivered by the Treasurer
to the Comptroller for destruction.

Circulars bave been issued to all the national banks, requesting them
to designate .the denominations of new notes to be issned in place ot
the notes destroyed, which new notes are promptly transmitted to the
banks immediately upon receiving notice from the Treasurer that he
has been reimbursed for the amount redeemed as reguired by law; and
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it is probable that during the next year about $120,000,000 will be
delivered to this Office for the same purpose, and new notes issued
therefor. :

The redemption, or, more properly, the exchange of mutilated national-
bank notes for new issues will continue in large ammounts until the
national-bank notes shall have been rendered fit for circulation, when
the demand for snch exchange will depend almost entirely upon the
demand for legal-tender notes by the national banks as a reserve,
which demand, as has been seen, has been largely reduced by the pro-
visions of the new act.

The new notes are being issued with the charter-number conspicnously
printed upon them in two places, which will hereafter greatly simplify
and lessen the labor of assorting them. In the course of about three
years the entire volume of national-bank notes will have been renewed,
after which, if the amount of legal tenders shall be reduced, a true sys-
tem of redemption may be inangurated, through which the notes will
be assorted and returned to the place of issue by the banks at the com-
mercial centers. )

The following table exlibits the amount of mutilated notes returned
to this Office for destruction, yearly, during the twelve years since the
organization of the national banking system, from which it will be
seen that $185,354,386, or more than one-half of the whole amounnt out-
standing, has been so returned for destruction, of which $167,520,535
has been destroyed during the last five years:

Previous to November 1, 1865 ... ceaae. ooooals e eeeatieeee vaaae . $175, 400
During the year ending October 31, 1866......... o e tmeeiemmeaacaan 1, 050, 382
During the year ending October 31, 1867 ... oo coocitiiiiin i iiecnnn 3,401,423
During the year ending Oclober 31, 1868..covnieei il in s 4,602, 825
During the year ending October 31, 1869. ... ... . .o iiaaa 8,603,729
During the year ending Ocfober 31, 1870...... ... ..... R 14, 305, 689

Daring the year ending October 31, 1871....

24.344, 047
During the year ending October 31, 1872....

30, 211,720

During the year ending October 31, 1873 .. ... ... ..... 36, 433,171
During the year ending October 31, 1874 ... ... ___........... e ... 31,349,253
Under act June 20, 1874 . .. i i e it ece i e ccaaaeeaaecaaanaaann 19,773,220
Additional amount destroyed of notes of banks iu liguidation...... e 11,103,435

Total « e i e e e eee e e meeaaaan 185, 354, 336

RESERVE.

The national-bank aet required that the naftional banks in New York
City should hold, in lawful money, an amount equal to at least 25 per
cent. of their deposits and circulation as a reserve-fund ; that the banks
in the other redeeming cities should also hold 235 per cent. of their
deposits and circulation as a reserve, but that ¢ each of such associa-
tions may keep one-half of its lawful-money reserve in cash-deposits in
the city of New York.,” Every other association was required *to have on
hand, in lawful money of the United States, an amount equal to at least
15 per cent. of the aggregate amount of its notes in ecirculatiou aund of
its deposits,” three-fitths of which amount could consist of balances dne
from approved associations in the redemption cities. The act of June
20, 1874, repealed the provision requiring the national banks to hold
reserve upon circulation. It also provides that the national banks shall
at all times have on deposit in the Treasury of the United States, in
lawful money, a sum equal to 5 per cent. of their circulation, to be held
and used for the redemption of such circulation, which amount is
authorized to be counted as a part of the lawful reserve on deposits;
the circulation of the banks to be redeemed only at the counter of the
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bank and at the Treasury. The act abolished the agencies at which the
¢circulation had been previously redeemed; and a strict construction
of its provisions would require national banks, not located in the redemp-
tion cities, to hold in their own vaults the whole amount of their reserve,
except the 5 per cent. wpon circulation which is to be kept on
deposit in the Treasury. The banks in the redemption cities are, how-
ever, still authorized “to keep one-half of their lawful-money reserve in
cash-deposits in the city of New York.,” The bill which passed the House
during the last session provided ¢ that sections thirty-one and thirty-
two of the national-bank act be amended by requiring that each of the
said associations shall keep its lawful-money reserve within its own
vaults at the place where its operations of discount and deposit are
carried on.” This bill, as subsequently amended and passed by the
Senate, contained substantially the same provision, but it was tinally
lost in the House and went to a conference committee, which committee
reported the present law, omitting the clanse last quoted. It is true
that the act, as approved, abolishes the redemption agencies; but as
banks located in the redemption cities are still authorized by the act pre-
viously in force to hold one-half of their reservein the city of New York,
the Comptroller construed the intent and meauing of the act to be to
abolish the reserve on circulation, and to authorize the 5-per-cent. deposit
in the Treasury to be counted as a part of the reserve on deposits, the
remainder of the reserve to be held, as formerly, in the vaults of the
banks and with their reserve agents, as provided by sections 31 and 32
of the national-bank act.

Since the passage of the act two reports have been made by the
national banks of the country; one on the 26th day of June, a few days
after its passage, and the other on the 2d day of October.

The reports of the condition of the banks on October 2, 1874, show
that the amount of laxwful-money reserve required under the act of June
20, 1874, was, for country banks, $43,860,033, of which $12,763,448 was
required to be kept on hand, aud $11,891,414 in the Treasury to redeem
circulation. For banks in redemption cities the necessary reserve was
$53,738,059, of which $25,019,991 was required to Le kept on hand, and
$3,608,078 in the Treasury to redeem circulation ; and for banksin New
York City the reserve required was $51,155,072, of which $49,690,456
was required to be kept on hand, and $1,464,616 in the Treasury to
redeem circulation. Under the act of June 20, 1874, therefore, the whole
amount of legal-tender notes required to be lield was: in the vaults of the
banks $87,473,895, and in the Treasury $17,054,108—in all $104,528,003.*

*1f the amount and the disiribution of the reserves held by the national banks under the national
bank act had been in precise accordance with the requirements and provisions thereof, the minimum of
cash reserve released under the operation of tho act of’ June 20, 1874, would be, on the basis of the fig-
ures of the report for October 2, 1874: for New York City banks, 25 per cent. of their circulation, or
£6,322,945; for banks in other redemption cities, 15§ per cent. of their circulation, or $11,207,103; and
for country banks, 713-32 per cent. of their circulation, or $17,338,041; in all, $34,868,089.

For example: If a bank in New York had a circulation of, say, 1,000,000, it held thereon, under the
national-bank act, a reserve ot 25 per cent., or $250,000, all of which is now released.

If a bank in any of the other redemption cities had a circulation of, say, $400,000, it held a reserve of
25 per cent., or £100,000, but only one-half of this, or $50,000, on hand, while the other half could have
been deposited in New York, the New York bank holding 23 per cent. of this half as reserve. Now,
there is released the $50,000 held on hand, and in addition the 25 per cent. reserve which the New York
bank would bave held for the deposit made with it, or 25 per cent. of $50,000, which being added to the
first-named $50,000 makes $62,500, or 15§ per cent. of the circulation of the redemption city baunk.

If a country bank had a circalation of, say, $100,000, it held thereon a reserve of 15 per cent., or
£15,000, but only 2-5 of this, or $6,000, on hand ; while the remaining 3.5 could have been deposited in a
redemption city bank. The latter bank would have held a reserve of 25 per cent. of the amount depos-
ited, one-half on hand, and one-half in New York, and on the last portion the New York bank in tmin
would have beld a reserve of 25 per cent. ; so that there is now released the 6 per cent., or $6,000, held
on hand by the country bank, the one-half of the reserve for the remainder held by the redemption city
hank, equal to 13 per cent,, or $1,125, and the reserve for the still remaining amount beld by the New

York bank, equal to 9-32 per ecut., or $221.25; in all, #7,406.25, or 7 13-32 per cent. of the country bank's
cireulation.
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Under the national bank.act previously in force, the amount nec-
essary for reserve would have been, at that date, (October 2, 1874,)
for country banks, $78,915,033, the preportion to be kept on hand being
$31,5666,022; for bauks in the redemption cities $71,669,424, the pro-
portion to be kept on hand being $35,834,712, and for banks in New
York City $57,478,017, all of which must have been kept on hand. The
whole amount of legal-tender money required to be held in the vaults of
the banks under the mnational-bank act would, therefore, have been
$124,878,751, from which, deducting the amount required to be kept on
kand and in the Treasury, under the law now in force ($104,528,003), it
will be seen that legal-tender notes to the amount of $20,350,748 are re-
leased from the reserves of the banks, as is shown by the following
table, which also exhibits the whole amount of reserve held October 2,
1874, and the various items composing it.

Reserve re- Legal-tender rescrvorequired.| Legal. | Classification of re-
quired. tender sexve held.
Re- , reserve|
Location of banks. serve Act of June 20, 1874, . irel i
Actof{Nation.| held. Nation- pyact | Due Other
June al-bank In |Inthe al-bankiof" June| from [Specie.| lawtul
20,1874, act. bank. rﬁf;s' Total.| act. 90, 1874, |agents. money.

Miltions.] Millions. [ Millions. | Millions. |illions. | Millions.| Millions, | Millions, |Millions. [ Millicns. | Millions.

78.0 1 100.4 ] 12.8) 11.9 | 24.7 31.6 6.9 52.7 2.2 45.5
7.7 47| 25.0 3.7 *WT 35.8 7.14{ 31.1 3.2 40.4
574 68.3 | 49.7 1.5} 5L.2 51.5 6.3 |..aann. 14.4 53.9

Total ........ 148.7 | 2080 { 43.4) 8.5 ] 17.1]104.6 | 124.9 20.3! 83.8| 19.8( 139.8

The following table exhibits the amount of liabilities and reserve
held by national banks at three periods of each year, from 1870 to the
present time:

STATES AND TERRITORIES, EXCLUSIVE OF REDEMPTION-CITIES.

Liabilitics. ‘J Classification of reserve..
Num- R
S Reservo!Reserve Ratio o
Dates. l}):rlﬂfst Civeula- Net de req'red.} held. reserve., Due Other

1 tion. - osit s- Total. from |Specie. | lawful

- | posits. agents. money.

Millions Millions| Millions| Millions; Millions| Per cent.| Millions Millionsi Millions

March 24, 1870...... 1,397 | 189.0f 216.1 | 405.1 60. 8 92. 4 2. 50.1 3.3 39.0
June 9, 1870 ........ 1,306 | 1887 219.1 | 407.8 61.2 2.0 22.6 49.0 29 40.1
October 8,1870 ..... 1,400 | 189.8 | 216.2 | 406.0 60.9 84.8 20.9 4.1 24 3.3
Aprii 25, 1871....... 1,482 | 202.8 | 235.8; 438.6 65. 8 98.7 22.6 55.7 25 40.5
June10,1871....... 1,497 | 2042 24111 445.3 66.8 1 10L.7 N8 59.3 2.0 40, 4
October 2,1871..... 1,587 | 210.2 1 257.4| 467.6 70.1 98.9 ?1.2 53.6 18 41.5
Aprill19,1872....... 1,616 | 220.1} 267.3 | 487.4 3.1 98.0 20.2 52.2 2.6 43.2
June 10,1872 ....... 1,626 | 222.0| 2688 490.8 73.6 | 101.8 20.7 57.8 1.9 42,1
October 3,1872 ..... 1,689 | 22731 282.1| 509.4 6.4 97.8 19.2 52.5 20 43.3
April 25,1873....... 1,732 | 2BL9[ 200.7| 5226 784 105.7 20.2 59.0 1.6 45.1
June 13,1873 ....... 1,737 288| 2049 | 527.7 79.2 | 108.9 20. 6 62.3 1% 4.9
September 12,1873 .f 1,747 | 233.1 | 303.8 | 536.9 80.6 | 110.5 20.6 63.9 21 4.5
May1,1874......... 1,751 ) 235,81 286.2} 50R.0 8.4 1126 216 60, 1 2.4 50.1
June 26,1874 ...._.. 1,755 | 235.4 | 2¥7.4] 5228 8.5 1115 21.3 62.0 22 47.3
October 2,1874 ..... 1,774 | 841 R03.4 ! 527.5 79.2 | 100.6 19.1 52.7 2.4 45.5
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REDEMPTION CITIES.

i

| Liabilities. i | Classitication of reserve.

X [Reserve Reserve Ratio of
Dates, Der of | . o [ ) - B Due Other
bauks, (Cireula-Net de- qoo0p “qu red.] held, reserve. from | Specie. | lawful

. . |
5 |
tion, | posits. ; | agents. ] oney.
I

| ]
Miltions Millions Mlliors A llions' Millions Percent.. Millions Millions' Millions
3T 56 8.2 30,

March24,1870...... | 164 60.3 ¢ 156.4 1 21wH.T 1 56. 4 0.9 31410 2.3 2 %
June 9,1870 ........ 162 69.0 | 162811 7.1 {1 50.3 7.3 3L8; 2.6 5.4 | 4.3
October 8,1870 .....:. 161 69.1 ] 147.6 | 216.7 54.2 63,7 2W.4] w2 30 38.5
April 29,1871...._..0 171 7.6} 179.6 | 2WL.2| 628 79.1 315 20. 4 l 3.9 45.8
June 10,1871 ... ... i1 2.5 ) 1899 26240 656 /311 3.7 33.1 ¢ 2.8 ¢ 7.2
Octoher 2,1871 ..... 176 .6 1381 ) 20627 5.7 735.3 * 2.7 3.2 L5 42. 6
April19,1872....... 176 76.6 ) 1839} 260.5 65.1 7.4 l .4 20.9 ¢ 511 36. 4
June 10,1872 ....... 176 6.8 1 1981} 274.9 68.7 79.1 i . 8 33.7 R 2.6
Octoher 3,1872 ..... 180 78,1 199.6 | 0771 4.4 66.8 | . 9 28.2 | 19| 36.7
April 25,1873....... 181 8.2 196,0 | 27421 063.6 2.4 . 4 29.5 9.9 40. 4
June 13,1873 ....... 182 w2 210.5 ) 28T T €0.8 . 0 34.9 ¢ 2.7 1 43.2
September 12,1873 ., 131 T8 1915 2353 68. 8 7.8 ! .1 323 3.2 \L 36. 3
H I
May 1, 1874.. . 179 713 216.9 | 2882 21 84.2 4 . 2 337! 5.1 45. 4
June 26,1874 .. . 120 6.9 1 219.1 | 296.0 .0 87.4 .5 35.5 4.5 47. 4
October 2,1874 ..... 182 731 2185 23.1 3.3 76.0 . 9 311 ¢ 4.5 40. 4
H t

| }
NEW YORK CITY.

Millions MillionslMillion& Millions| .Millions]Percent. Millions| Millions| Millions
March 24,1870 ..... 54 34.2 | 186.1 | 220.3 55.1 2.3 2.8 . 2.5

June 9, 1870. . ...... 54 33.5 189.9 | 223.4 55.9 2.4 32.4 .
Qctober 8, 1870 .. 54 3.9 159.8 | 192.7 48.2 54.9 W5 .

April 29,1871 ...... 54 3.8 195.1 | 226.9 56.7 65.7 20.0 |.
June 10,1871 ... 54 3.0} 210 2420 60.5 6.6 L7 .

October 2,1871.... 54 J0.6 { 191.3 7 2219 55.5 59.2 26.7 8, :
April 19,1872 ...... 51 2.6 172.0 | 200.6 50, 1 53. 4 2.6 |. 11.9 41
June 10,1872....... 51 2.3 1 196.9 | 205.2 56.3 65.6 20.1 . 15.2 50.
October 3,1872 50 281 158.0 | 186.1 46.5 45. 4 24. 4 6. 4 39.0
April 25,1873 ...... 49 2801 163.6 | 191.6 47.9 473 24.7 13.1 34.2
June 13,1873....... 49 2171 186.5 | 2M4.2 53.6 64. 4 30.1 |. 23.6 40.8
September 12, 1873. 43 Q2.2 172.0 | 200.2 50.0 46.9 3.4 |. 14.6 2.3
May 1,1874 .. 48 2.2 7.6 2W4.8 58.7 1.3 30.4 25, ¢ 46. 3
June 26, 1874. 48 26.2 | 206.4( 232.6 58.1 1.8 30.9 |. 15.5 56. 3.
October 2, 187 48 25.3 ] 204.6 1 229.9 5.5 68.3 20.7 14.4 53. &

SUMMARY.

Millions'Millions Millions MillZons‘Millions Percent. Millions'Millions‘J[iilions
March 24,1870 292. 5 558, 6 851.1 172.3 | 235.5 1.7 3.4 36.0 126. 1
June 9,1870. . %912 | 5712 £268. 4 176.3 | 239.8 1.6 4.6 7.1 138.1
October &,1870 . 201.8 | 523.5) 815.3 163.8 | 203.4 24.9 66.3 14.5 122. 6
April 29,1871 ...... 306.1 610.5 | 916.6 185,31 243.5 26. 6 85,1 18.3 140. 1
Jume 10,1871 .. . 5 307.8 641.9 | 949.7 192.9 | 261.4 1.5 92. 4 16. 2 152. 8
October 2, 1871 315.5 636.7 | 952.2 | 191.3| 233.4 24,5 86.9 12.0 134. 5
April 19,1872 ...... 325.3 623.2 ] 948.5 1 188.4 | 2229 23.5 2.1 19.6 121. 2
June 10, 1872. 3271 663.8 1 990.9 198.6 | 246.5 24.9 91.6 20.0 134.9
Qctober 3,1872 . 333.5] 619.8 | 953.3 | 187.4 | 209.9 2.1 £0.7 10.2 119.
April 25,1873 3381 650. 3 988. 4 194.9 , 225.4 2. 8 8e. 8 16.9 119, %
June 13,1873 338.8 | 601.9 11,030.7 1 204.9 254.1 24,7 97.1 28. 0 129. 0
September 12,1873 .{ 1,976 | 339.1 | 673.3 }1,012.4 | 199.5 | 220.1 2.6 96.1 19.9 113.1
May 1,1874 ........ 1,978 | 340.3 | 704.711,045.0 ] 209.1 | 2681 5.7 93.8 325 141. 8
June 26,1874 .......| 1,983 | 3385 | 713.0 {1,051.5 | 210.6 | 270.7| 25.7| 97.5| 223| 150.9
October 2,1874 .....1 2,004 | 332.5| 716.5 11,050.5 | 2i0.0 | 244.9 23.3 £3.8 2.3 139.8

A table compiled from reports made to the New York clearing-house,
will also be found in the appendix, showing the average liabilities and
reserves of the national banks in New York City, weekly, during the
months of September and Oectober for the past five years.

These tables show that while the deposits of national banks have,
during the last year, been much greater than the average since the
organization of the system, the amount of lawful mouney held by them
has also been much greater, the reserve in their own vaults being, at
the date of their last reports, $55,000,000, and the total reserve

Digitized 394,700,000, in excess of the requirements of the present act.
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One result of a financial erisis is a temporary coutraction of the bus-
iness of the country, so that a less amount of currency is needed.
Hitherto, during financial crises, a large number of banks of issue have
failed, and their cirenlating-notes have consequently been withdrawn ;
but no such reduction of currency followed the panic of September, 1873,
Since that date fourteen national banks have failed, the aggregate cap-
ital of which was %4,075,000, but the notes of these banks have con-
tinued in circulation as previously; and as both the national-bank notes
and legal-tender notes have been increased, the voliane of paper cur-
rency in circulation is greater than previous to the panic. Until the
business of the country shall again resnme its former activity, or a por-
tion of the circulation shall be withdrawn, there will continue to be a
redundancy, which is evident from the fact that, notwithstanding the
amendment to the act releasing reserve upon circulation, and the low
Tates of interest which have prevailed at the commercial centers during
the year, the banks held at the date of the last report a larger amount
-of cash than at any corresponding period for the last five years. The full
-effect ot the act of June 20, 1874, which releases the reserve upon cir-
-culation, cannot, therefore, be ascertained from the reports of the banks
until the business of the country shall be restored to its normal condi-
tion. A complete table showing the liabilities and the amount and dif-
ferent kinds of reserve of the national banks at five different periods
-since the date of the last annual report, and the aggregate amount held
at different periods since January 6, 1868, will be found in the appendix.

TAXATION, EARNINGS, AND DIVIDENDS,

National banks pay the following taxes to the Treasurer of the United
States: One per cent., annually, on circulation outstanding, one-half of
-one per cent., annually, on deposits, and one-half of one per cent.,
-annually, on capital not invested in United States bonds. These taxes
-are:payable semi-annually.

The following table exhibits the amount of taxes* collected Ly the
Treasurer, annually, from the organization of the system to July 1, 187 4:

- -
Year. ! On circulation. | On deposits. On capital. Aggregate.

§53, 069 97 $95, 811 25 $18,402 23 $167, 310 45

733, 247 59 1, 087,530 86 133,251 15 1, 954, 029 60

2,106,785 30 | 2,633, 102 77 406, 947 74 5,146, 735 81

2, 868, 636 18 2, 630, 180 07 321, 881 36 5, 840, 698 21

2, 946, 343 07 2,564, 143 44 306, 781 67 5, 817,268 18

2,957,416 13 2, 614, 553 58 312,918 68 5, 884, 838 99

2, 949,744 13 2, 614,767 61 375, 962 26 5, 940, 473 70

2, 987, 021 69 2,802,840 85 385,202 13 6, 175, 154 67

3, 193,570 03 3, 120, 984 37 389, 356 27 6, 703, 910 67

3,353,186 13 3, 196, 569 29 454, 891 51 7,004, 646 93

3,404,483 11 3, 209, 967 12 469, 048 02 7,083,388 83

X7 7Y 27,553,531 53 | 26,590, 451 81 3,574,733 02 57,718, 616 06

* The amount collected by the Commissioner of Internal Revenne from State banks,
savings-banks, and private banks and baunkers, during the fiscal year ended June 30,
1874, was as follows:

DOPOSIES - oo e e taece st teeettteen et esrrrntaaeee ceve s sene B2, 067,118 77
Deposits of savings banks having nocapital....o..o.oooiiilll 386, 425 49
Capital . it ittt cecn e 916,878 15
Circulation ....c..aeeeuvanns Ceerasanas Ly *16,738 26

Total .oveveencnaavaaaaenn wveassevencananssnavsonnssenmenvens 3,387,160 67

* Of thisTamount, $7,306.77 was derived {rom the tax of 10 per cent. upon unauthorized circulation.
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The national banks, prior to May 1, 1871, paid to the Commissioner of
Internal Revenue a license, or special tax, ot two dollars on each £1,000 of
capital, and an income-tax on net earnings to December 31, 1871. The
special or license-tax, from May 1, 1864, to May 1, 1871, amounted to
$5,322,688 ; the income-tax, from March 1, 1869, to September 1, 1871,
amounted to 85,539,289. The total 1m0unt of tax paid to the Govern-

ment by the national banks, from the organization of the system to July
1, 1874, is, therefore, $68,580,595.

The Oomptroller, in his report for 1867, made a careful statement of
the taxes collected from national banks under State laws for the year
1366, theinformation being derived from specific returnsof about fourteen
hundred national banks, the minimum rate in each State being estimated
for those banks which made no returns. A similar statement was also
made for the year ending December 31, 1867, and for the year ending
September 30, 1869 ; from which is derived the following summary:

State taxes paid in 1866. cve o mie i e et $7, 949, 451
State taxes paid in 1865 .c.e it iuii i i e e 8, 813, 126
State taxes paid in 1869 ... ... el 8,271,734

The State assessors of New York, in their report for 1873, state that
“a very small portion of the capital employed by private bankers is
assessed. The reason usually given the assessor in such cases is that the
capital is all invested in Government bonds. * * * Merchants and
those engaged in mercantile pursuits pay little or no tax on capital, usu-
ally holding that their indebtedness amounts to as much as their capital.
In the city of New York and a few other places the shares of national
banks are assessed at par value. Inthe city of Hudson one bank pays
tax on 120 per cent. of its eapital. Two or three rates in the same
county are not unusual. The Bank of Commerce in the city of New
York paid more tax in 1872, on a capital of $10,000,000, than any one
of thirty-five countiesin the State. * * * There are in the State sev-
eral banks or banking-houses of foreign states and Canada, seeking
and receiving protection by our laws and from our courts, police, and
citizens, that are not taxed. * * * Theamountof taxes paid by insur-
ance companies in proportion to their capital and business is almost
infinitesimal.  Comparatively few make proper and legal returns
required of incorporated companies for purposes of taxation. It is es-
timated that the aggregate capital of incorporated companies doing
business in this State and subject to taxation is about $2,000,000,000.
A small percentage on this sum, if paid directly into the State treasury,
would relieve the real estate from all State tax. .The amount assessed
to savings-banks is comparatively nothing, and found on the tax- rolls
of only two or three counties.”

The same system of assessment and taxation described by the assess-
ors of the State of New York prevails to a great extent in every other
State of the Union. The national banks make frequent returns of their
condition to this Office, and section 40 of the national-bank act requires
that a full and ecorrect list of the names and residences of all shareholders
of national banks shall be kept in the offices where their business is trans-
acted, and shall be sabject to the inspection of officers authorized to assess
taxes under State laws. While few corporations make correct returns
of their true condition for the purpose of taxation, the data for the
assessment and taxation of national banks can alwas s be obtained.
The ratio of taxation under State laws during the last year upon bank
capital in New York City was about 2.80 per cent.; in Buffalo, Albany

-

and Troy, 4 to 5 per cent.; Boston, 2.34; Baltimore, 2,53 ; Cincinnati,
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2.57; Chicago, 2.34; Saint Louis, 2.44; Richmond, 2.07; Saint Paul,
3 ; Charleston, 3.50 ; Memphis, 3.20,

The average rate of taxation assessed upon the ecapital of the na-
tional banks of the country is estimated at from three to three and one-
half per cent. Real-estate and personal property generally are assessed
at not more than one-third of their actual value, but bank-shares are
usually assessed at their full value; and there is no doubt that the ratio
of taxation of the national banks is greater than that of any other
species of property.

The amount of internal-revenue tax derived from the sale of the two-
cent stamp affixed to sight drafts and checks was, for 1874, $1,502,549.
This stamp-tax is to a considerable extent evaded by the banks, and
more frequently by depositors, by drawing post-notes, or bills of ex-
change at one day’s sight, instead of on demand, and by substituting
receipts for checks. It isrecommended that the two-cent stamp tax be
repealed ; or if not repealed, that it be so amended as to require a
stamp-tax upon all checks and drafts, and upon receipts in place of
checks drawn upon banks and bankers, with a penalty of twenty
dollars provided for each violation thereof.

The act of March 3, 1869, required specific retarns to be made of the
dividends and pet earnings of the national banks, after the declaration
of each dividend.

From these returns the following table has been prepared, exhibiting
the aggregate capital and surplus, total dividends,* and total net earnings
of the national banks, with the ratio of dividends to capital, dividends
to capital and surplus, and earnings to capital and surplus, for each
half year, commencing March 1, 1869, and ending September 1, 1874 ;
from which it will be seen that the average dividends upon capital dur-
in the last year were less than ten per cent., while the ratio of divi-
dends to capital and surplus was less than eight per cent.

*The following statement of the ten principal joint-stock banks of London, includ-
ing their branches, exhibiting the capital, reserve, deposits, net profits, and dividends
of each for the half year previous to July 1, 1874, has been compiled from balance-
sheets of the banks published in the Londen Economist of October 17, 1874,

Propor- | Froportion of dividend to capital for hall year ending—
Capital Deposits |Net prof-] tiom of

No. Banks. and and s for | netprof-
surplus, facceptances,|halfyerr.| itste |June 30, Dec. 31, [ June 30, { Dec. 31, | June 30, Dec. 31,
capital, 1874. 1873, 1873, 1872, 1871,
(Per cent.|Per cent.|Per cent.|Per cent.|Per cent | Per cent.| Per cent.
per ann. | per ann. | per ann. | per ann. | per ann. | per ann. | per ann.
1} London and Westminster| £3,046,1501°£32,216,834| £223,370) 2234 20 24 20 20/ 201 18
2 | Londoa Joint Stock .....| 1.705,283] 21,870,615 139.221 23.20] 20 25) 20 25, 20 25 5-6
3 | Londona 1,912,305) 22,116,376| 125,930 19,74 20 20| 20 20 204 19
4 | Union ... 1,845,000 19,208,383 140,484 20.14 20} 20| 20) 20 201 20
5| City..... i 770,000 7,150,008 31,215 10.40 10 10 10 10 10 9
6 | Imperial, limited.... 755,0000 2,670,419 26,989 8.00 8! 8| 8| 8| 8 6
7 | London and Southw
ern, limited . 175,180| 856,406 7.200) 8.66| 7 7 [ 6 5 5
8 | Convolidated, limited.... 905,000/ 8,108,930] 43,842 10 98 10 10 9 9 8 712
9 | Central, limited .... - 116,500 711,832 5,570 1114 8 8 8 8| 8] 6
10 | Alliance, limited . 970,000/ 2,484,863 35,722 8.93 8 8 7 7 6| 5
Totals. e careannnn 12,200,418( 112,394,714] 779,445 17.30, J R e P PO
Bank of England, August
31, 1874 ..l 17,557,926 *25,905,036; 699,523 9.60) 10 10 10 10 ) 1 S

* Public and other deposits, October 14, 1874,
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RATIOS.
Period of six No. of . i

Total divi-: Total net

-1 ‘apital. | Surplins, T Plony s ivid’ Earnings
nghs end- iy nks. ‘ Capitai. rpns dends. | earnings. | Divi- I&;Zﬁ)ﬂ‘;&l’ to ca,pit%‘;
! . : dends to d su d
! ! capital, | And “sur-|and “sur-
| plus. plus.
| Per ct. Per ct. Per ct.
Sept. 1,1269.] 1,481 | $401, 650, 802+ $22, 103, 848 $21, 767,831 529, 221, 184 5. 42 4. 50 6. 04
Mar. 1,1870.} 1,571 416,366, 991 1 86, 118,210 | 21, 479, 095 | 28, 996, 9:34 5.16 4. 27 5.7
Sept. 1,1870. 1, 601 425,317,104 {91, 30, €20 | 21, 080, 343 | 26, 813, 885 4.96 4,08 | 5.19
Mar. 1,1871.) 1,605 428, 699, 165 | 94, 672, 401 | 22,205, 150 | 27, 243,162 5.18 4.24 ! 5.21
Sept. 1,1871.1 1,693 445, 999, 2064 98, 286, 591 | 22,125,279 | 27, 315, 311 4,96 4,07 | 5,02
Mar. 1,1872.; 1,750 430, 693, 706 l 99, 431, 243 | 22, 859, 826 | 27, 502, 539 5.07 4.16 | 5. 00
Sept. 1,1872.} 1,852 465, 676, 023 ‘ 105, 181, 942 | 23, 827,289 | 30, 572, 891 5.12 4.17 5. 36
Mar. 1,1873.] 1,912 475,918,683 | 114,257,288 | 24, 826,061 | 31, 926, 478 5.22 4.21 5.41
Sept. 1,1873.1 1,955 488,100,951 | 118,113, 848 | 24, 823,029 | 33,122, 000 5.09 4.09 5.46
Mar. 1,1874.] 1, 967 486,510,323 | 123, 469, 850 | 23, 520, 998 | 20, 544,120 4,81 3.84 4.82
Sept. 1,1874.) 1,971 l 489, 938, 284 E 128, 364, 03y | 24, 929, 307 | 30, 036, 811 5.09 4.03 4. 86
|

The following table exhibits, in a concise form, the ratio of dividends
tocapital, of dividends to capital and surplus, and 6fnet earnings to capi-
tal and surplus, of the national banks in every State of the Union and
in the redeeming-cities, semi-annunally, from March 1, 1869, to Septem-
ber 1, 1874.
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Table exhibiting, by States and redemption-cities, the ratios of dividends fo capital, and
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of dividends and of earnings to capital and surplus, March 1, 1869, to September 1, 1874
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INSOLVENT BANKS.

Since the last anuual report, receivers have been appointed for but
three national banks, having an aggregate capital of $250,000. Divi-
dends have been declared in tavor of the creditors of these banks as

follows :

The First National Bank of Anderson, Ind...... ... .. ..o il 15 per cent,
The First National Bank of Topeka, Kans. ..o oot cinaanonn 30 per cent.
"The First National Bank of Noxtolk, Va ... ... . ... PO 30 per cent.

During the year dividends have been declared as follows upon banks
which had previously failed :

The First National Bank of New Orleans, 30 per cent., making total dividends........... 65 per cent.
“The First National Bauk of Nevada, at Austin, L5 per cent. malnng total dividends... ... 80 per cent.
"The Wallkill National Bank of Mlddlotown N. Y., 10 per wnt making total dividends.. 85 per cent.
The First National Bank of Washington, D. C,, 20’ per cent., mukmcr total dividends..... 50 per cent.

The Crescent City National Bank of New Orlen s, 50 per cent., mwkm" total dividends . 50 per cent.
"The National Bank of the Commonwealth, N. Y., 100 per cent., mdkmg total dividends.. 100 per cent.
The Merchants’ National Bank of Petersbar, gh, Va 15 per cent., making total dividends. 15 per cent.

The First National Bank of Petersburgh, V.L 60 per cent., makmrr total dividends...... 60 per cent.
The First National Bank of Mansficld, Ohlo 25 per cent., makmg total dividends....... 25 per cent.
The First National Bank of Lal]que, Ta., 25 per cent. makmg total dividends............ 25 per cent.

The Farmers and Citizens’ Nat. B'k of Brookl)n N. Y 4 percent., making total dividends.. 96 per cent.

The creditors of The National Bank of the Commonwealth, The Wa-
verly National Bank, and The Union Square National Bank, have been
paid in full, and d1v1dends have been declared during the past year of
25 per cent in favor of the shareholders of The Waverly National Bank,
and 10 per cent. in favor of the shareholders of The Union Square Na.
tional Bank, Additional dividends will soon be declared in favor of the
creditors of The Merchants’ National Bank of Petersburgh of 10 per
cent., of The Scandinavian National Bank, Chicago, of 15 per cent., and
of The National Unadilla Bank of about 13 per cent, Small dividends
will also soon be declared in favor of the creditors of The First National
Bank of Washington, D.C., The Venango National Bank of Franklin, Pa.,
and The Merchants’ National Bank of Washington, D. C. Assessments
have been made under section 12 of the national-bank act, on account
of deficiency of assets, upon the shareholders of the following banks:
The First National Bank of New Orleans, The Crescent CltY National
Bank of New Orleans, The Highth National Bank of New York, The
Atlantic National Bank of New York, and The Merchants’ Natlonal
Bank of Petersburgh ; andsuits have been directed to be brought against
all delinquent shareholders for the enforcement of such liability.

The aftairs of The (Jcean National Bank of New York are still in-
volved in litigation, bnt the receiver is of the opinion that the assets
of the bank will be sufficient to pay the claims of its creditors in full.

The Comptroller has endeavored as far as possible, by examinations
of the banks and by correspondence, to require all national banks to
take from their assets all doubtful paper, and stocks and bonds which
suffered depreciation from the financial crisis; and it is a ecause for con-
gratulation to the public that the prosperity of the national banks, since
the organization of the system, has resulted in the accumulation of a
large surplus to which such losses can be charged, thus preventing em-
barrassment both to creditors and shareholders.

Tables giving statistics in reference to insolvent national banks will
be found in the appendix.

SAVINGS-BANKS, TRUST AND LOAN COMPANIES, AND STATE BANKS,
ORGANIZED UNDER STATE LAWS.

‘In obedience to the act of Congress approved February 19th, 1873,
the Comptroller was able to obtain for his report of last year the neces-
sary information from the State authorities of the condition of the sav-

Digitized folBg8uks in only eight States, and of the State banks in nomore than
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nine. Some improvement has been made in collecting the reports dur-
ing the year now closed, as will appear by the statements in the appen-
dix, but only to the extent of two additional States for savings-banks,
and six for the banks organized under State laws, making ten of the
former and fifteen, in all, of the latter. The returns received at this
office of the trust and loan companies are, as they were for the last year,
still too meagre to warrant any attempt at a practical or useful exhibit
of their agency in the monetary affairs of the country. Letters of in-
quiry were addressed early in the year to the executive officers of alt
the States and Territories, to which replies were received, but no reports
available for use from any except those above stated; and of these,
among the statements given in the appendix, that of the savings-banks
of California is unoftiicial, and that of 1llinois in reference to the savings-
banks of Chicago only. Some of the States report considerable num-
bers of institutions bearing the nawe of savings-banks, but inasmuch
as they have capital and declare dividends to stockholders, they are
here classed as State banks, without regard to their assumed titles. It
will be observed that the reports which are given of the condition of
the State banks and savings-banks are, for the most part, dated at or
about the close of the calendar year 1873, and they may be generally
treated as preceding the date of my annual report by nearly a year. The
reason of this is that the official returns of the several States are
made to their legislatures, whose sessions generally commence at'or
after the meeting of Congress, and are not published or received at this
Office until my report for the current year has been presented. In addi-
tion to the letters asking for the reports of the States, directed to their
executive authorities, the Comptroller addressed a circular-letter to the
governors of all the States failing to make sufficient returns of their bank-
ing institutions, urging them to recommend to their respective legisla-
tures such measures as might be necessary to obtain, for general as well
as for local publication, the statistics of all banking institutions au-
thorized by State laws; and be begs leave again to ask the atten-
tion of members of Congress to this subject, and for the exertion of
their influence to the same purpose upon the authorities of their respect-
ive States.* The Comptroller has received replies from several of the
governors addressed, warmly approving the recommendations and sug-
gestions of the circular, and promising co-operation.
The tables in the appendix to this report show that in the savings-
-banks there given, there were, at the close of the year 1873, in the ten
States reported, an aggregate of 2,188,619 depositors’ open accounts
with a total sum to their credit of $759,946,632, which averages $347.23
per capita of the depositors; and the State banks of the same States
had at about the same time $69,000,000 on deposit,
In the savings-banks of these ten States, which had at the time an
aggregate population of 11,733,800, it would appear that no less than
one in every five and one-third persons was a depositor. Making allow-

*The following amendment to the constitution of New York was ratified by the
popular vote at the last election :

* The legislature shall, by general law, conform all charters of savings-banks, or in-
stitutions for savings, to a uniformity of powers, rights, and liabilities ; and all charters
hereafter granted for such corporations shall be made to conform to such general law,
and to such amendments as may be wade thereto. And no such corporation shall
have any capital stock, nor shall the trustees thereof, or any of them, have any inter-
est whatever, direct or indirect, in the profits of such corporation ; and no director or
trustee of any such bank or institution shall be interested in any loan or use of any
money or property of such bank or institution for savings. The legislature shall have
no power to pass any act granting any special charter for banking-purposes ; but cor-

orations or associations may be formed for such purposes under general laws.”
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ance for so many as may have been depositors in several savings-banks,
it is safe to estimate one in six of the men, women, and minors, as’
more or less interested in the condition of these repositories of savings.*

It is not probable that the unreported States have an equal propor-
tion of deposits and depositors to their aggregate populations; butif ten
States show such an account of investments and so large a proportion of
the people interested in thein as this, the other twenty-seven States, with
the Territories added, (and with such States as Ohio, Illinois, Kentucky,
Missouri, Louisiana, Tennessee, Mississippi, Pennsylvania, Maryland,
and others among them as yet unreported,) must be taken to add im-
mensely to the numbers and amounts known and reported. No ade-
quate idea of the importance of these institutions in the great mouney
and credit exchanges of the whole country can be formed, or approxi-
mately estimated, until accurate and complete statistics are at command,
Eight hnndred millions of dollars is too low an estimate of the amount
of deposits at the close of the year 1873, in the savings-banks, State
banks, and loan and trust companies of the six New England States,
New York, and New Jersey alone. According to the census valuation
of the real and personal property of these eight States, they were, in
1870, worth $11,481,692,575, which is but thirty-eight per cent. of the
value of all the States and Territovies, It must be left to experts to
form their own estimate of the grand total of deposits lield and em-
ployed in the Union by the banks and banking companies other than
the national banks. The figures for comparison with these stand thus:
At the close of the year 1873 the deposits in the savings-banks of the
eight States last named amounted to $696,353,731, exclusive of those
of the State banks and trust and loan companies; in the national banks
of the same States, the individnal deposits at the same time were $308-
872,886. The progress made by the savings-banks of the eight States
already named, as shown by tie only statistics known to be reliable,
may be seen in the summary here giveun of their condition in the years
1872773 and 1873-"74.

Deposits. Number of depositors. | Average deposit.
1372-"73. 1873-"14. 1872-'73. 1873-'74. | 1872-"73. | 187374,
New England ............... $349, 395, 377 | $381, 207,058 | $1,109,995 | $1,179,484 | $314 77 $323 19
New YOPK ecovevciaavaan.. 285,286, 621 | 285, 520, 085 822, 642 839, 472 346 79 340 12
Now Jersey. .coceeveeenanne. 28, 562, 181 29, 626, 588 *112, 003 *89, 715 255 01 330 23
Total ....o....ooooo... 663,244,179 | 696,353,731 | 2,044,640 | 2,108,671 324 38 330 23

* Estimated.
More complete statistics, together with exact dates, will be found in
the appendix.
SPECIE AND SURPLUS,.

The following table exhibits the amount of specie held by the na-
tional banks at the dates mentioned—the coin, coin certificates, and

* From official reports it is found that the amount dne to depositors by the old sav-
ings-banks and post-office savings-banks of the United Kingdom of Great Britain and
Ireland was, at the closeof the year 1873, $300,201,061 ; the number of opeu accounts
being 3,025,489, which gives a per capita average of $99.22, ($136.42 in the old savings-
banks, and $65.19 in the post-office savings-banks.) This is equal to one depositor to
ten and a half of the entire population. So long ago as the year 1850, McCulloch
(Commercial Dictionary) gave the number of depositors in the old savings-banks at
1,092,581, the aggregate deposits $132,912,478, and the average to each depositor,
$121.65. The comparison here intended, bothkas to amounts invested and rate of prog-
i i ates, i3 obvious and striking.
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checks payable in coin held by the national banks of the city of New
York, being stated separately :

Held by national banks in New York City. ‘
|| Held by other )

national| Aggregate.
banks.

Dates.
T. 8. coin | Checks paya- Total

-
Coin. certificates.!  Dlein coin.

i
Oct. 5,1863 || §1,608, 623 24 | $6,300,140 | $1, 536,353 66 | 39,625, 116 00 || $3, 378, 596 49 | $13, 003, 713 39
Jan. 4,1869. [ 1,902,769 45 | 18,038,520 | 2 343, 140 49 | 22, 280, 420 07 || 7,337,320 29 || 29, 626, 750 26
Apr. 17,1869 || 1,652 575 21 | 3,720,040 | 1,469,826 64 | 6, 842, 441 85 || 3,102,000 30 || 9, 944,532 15
June 12,1869 (| 2 542,533 96 | 11, 953, 630 975,015 82 | 15,471,220 78 || 2,983, 860 70 || 18, 455, 090 48
Oct. 91869\ 1,792 740 73 | 16,897, 900 | 1,013,948 72 | 19,704, 539 45 || 3,207, 816 38 || 23,002, 405 83
Jan. 22,1870/ 6,196,036 20 | 28 501,460 | 2,190, 644 74 | 36, 88e, 141 03 || 11, 457,242 69 || 48, 345, 383 72
Mar. 24,1870 || 2,647,908 39 | 21,872, 480 | 1,069, 094 30 | 25, 589, 432 69 || 11, 507, 060 75 || 37, 096, 543 44
June 9,1870.( 2 042 400 24 | 12 660,920 | 1,163,905 8 | 22,767,226 12 || 8 332,211 66 || 31, 099, 437 78
Oct. 8 1870.| 1,607,742 01 | 7,533,000 | 3,994 006 12 | 13,135, 640 33 || 5,324,362 14 || 18, 460, 011 47
Dec. 26,1870.{| 2 268,581 96 | 14,063,540 | 3,74 126 87 | 20, 080, 248 €3 || 6,227,002 76 || 26, 307, 251 59
Mar. 18, 1871.]] 2,982 135 61 | 13,099,720 | 3,620, 281 64 | 19,911,757 25 || 5, 857, 409 39 || 25,769, 166 64
Apr. 29,1871 || 2,047,930 71 | 9,845 080 | 4,382,107 24 | 16,275,117 95 || 6,456,009 03 || 22, 732, 027 02
June 10, 1871_|| 2 249,408 06 | 9,161,160 | 3,680,854 92 | 15,091, 422 98 || 4 833,532 18 || 19, 924, U35 16
Oct. 218710 1,121,869 40 | 7,590,260 | 1,163,628 44 | 9,875 757 84 || 3,377,240 33 || 13, 252, 998 17
Dec. 16,1371.: 1,454,930 73 | 17,954,740 | 4,235 631 30 | 23,065,302 12 || 6, 529, 997 44 || 29, 505, 299 56
Feb. 27,1872, | 1,490,417 70 | 12,341, 060 | 3,117,100 90 | 16, 948, 578 60 || & 559,246 72 || 25, 507, 825 32
Apr. 19,1872, 74 | 10,102,400 | 4,715,364 25 | 16, 646,423 99 || 7,787, 475 47 || 24 433, £99 46
Juane 10, 18721 3,782,900 64 | 11,412,160 | 4 219,419 52 | 19, 414, 480 16 || 4, 842,154 08 || 24, 256, 644 14
Oct. 31872 920,767 37 | 5, 454, 590 6,375,347 37 || 3,854, 409 42 || 10,229, 156 79
Dec. 27,1872 || 1,306,001 05 | 12, 471, 940 |. 13,778,031 05 || 5,269,305 40 || 19, 047, 336 45
Feb. 28, 1873 || 1,958,750 86 | 11, 539, 790 13 498, 549 86 || 4,279,123 67 || 17,777, 673 53
Apr. 251873 || 1,344,940 93 | 11, 743, 310 13,088,250 93 {| 3,780,557 81 || 16, 868, 808 74
June 13,1873 | 1,442,087 71 | 22,139, 000 |. ..l 23,581,177 71 || 4,363 909 01 || 27,950, 086 72
Sept. 12, 1873.| 1,063,200 55 | 13,522, 610 |... .| 14,585,810 55 || 5,282, 658 90 || 19, 868, 469 45
Dec. 26,1873, 1,376,160 50 | 18, 325,770 |... -1 19,701,930 50 || 7,205 107 08 || 26,907, 037 58
Feob. 27,1874, || 1,167, 815 09 | 23, 518, 645 | .| 24, 626, 460 09 || 8, 679,403 49 || 33, 363, 863 58
May 1,1874 || 1,530,282 10 | 23, 454, 660 |... .| 24,984, 042 10 || 7,585,027 16 || 32, 569, 969 26
June26, 1874 || 1,842,525 00 | 13, 671, 661 |. 115,514,185 00 || 6,812,022 27 || 22, 326, 207 27
Oct. 21874 | 1,201,786 56 . 13, 114,430 14, 406, 266 56 || 6, 834, 678 67 ! 21, 240,945 23

I

=
@
W
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=)

v

The surplus of the national banks now amounts, in the aggregate, to
nearly $129,000,000, which is a perpetual and increasing fund to which
losses and bad debts may be charged. The Comptroller renews his
recommendation of last year, that the limit of the liabilities of any
association, person, company, or firm, for money borrowed, as provided
in section 29 of the act, be extended to 15 per cent. of capital aud sur-
plus for banks located in the redemption cities, and one-tenth of eapital
and surplas for the other banks.

SMALL NOTES.

The issue of bank-notes of a less denomination than £5 was prohib-
ited in England in 1827, and an act in 1829 provided that no person or
corporation in any part of England should ¢pnblish, ntter, negotiate,
or transfer” the notes of any Scoteh or Irish bank, of a less denomina-
tion than £5, under heavy penalties.

The legislature of New York, by act of April 20, 1830, prohibited the
circulation within that State of the notes of other States of a less.
denomination than $5, the penalty being the forfeiture of “the nominal
amount of such bank-note, bill, or promissory note, with costs of suit;”
and on March 31, 1835, the legislature passed an act making it unlaw-
ful “for any person or corporation to pay, give, or offer in payment, or
in any way circulate or attempt to circulate as money within this State,
at any time after the lst of Janunary, 1845, any bill, note, or other evi-
dence of debt, purporting to be issued by any body-corporate, of a less
denomination than $5, or of a denomination between &5 and $10;” the
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penalty for violation of the act being four times the nominal value of
such bill, note, or evidence of debr. Corporations having banking
powers were also prohibited from issuing or putting in circulation notes
ot a less denomination than $3, under a penalty of $§100 for each bill
put in circulation. This act was superseded by the act of February 28,
1838, which contained still more stringent provisions against the issue
and mrculatlon of notes below the denomination of $5.

The legislature of Pennsylvania also (April 16, 1850) prohibited the
issuing ot notes of a denomination less than $5, and another act (April
17,1861) authorized the issuing of notes of the denominations of one, two,
and threedollars to an amount not exceeding twenty per cent. ot the capi-
tal stock paid in.

The proposition for the repeal of theacts of the legislature of New York
upon the subject above cited, constituted one of the principal issues of the
political canvass of 1838, which resulted in the election to the guberna-
torialofficeof an eminent citizen of thatState (since deceased) who favored
theirrepeal; and theseacts were repealed February 21, 1839. Theactspro-
hibiting the circulation of small notes in New York and Pennsylvania
could not be enforced while banks in New England and other neighboring
States had the right to circulate such issues, and they were therefore
generally disregarded. The whole circulation of the country is now,
however, under the control of Congress, and an act to prohibit the issue
of such notes upon the return to specie payments would apply to every
State in the Union. The principle is recognized in section 22 of the
national-bank act, which provides ‘‘that not more than one sixth part
of the notes furnished to an association shall be of a less denomination
than §35, and that after specie payments shall be resnmed no association
shall be furnished with notes of a less denomination than $5;” and also
in section 3 of the act of June 12, 1870, which prohibits the issue of cir-
-culating-notes to gold banks of a less denomination than $5. These
provisions have had the effect to prevent the issue ot any considerable
-amount of notes of a less denomination than $5, the whole amount of
.such issues in circulation at the present time being $8,972,841,

The following table exhibits the number and amount of national-bank
notes of each denomination which have been issued and redeemed since
the organization of the system, and the number and amount outstand-
ing on November 1, 1874 :

Number. Amount.
Derxomi.
nation.

Jssued. Redeemed. | Outstanding. Issued. Redeemed. | Outstanding.

16, 548, 250 00 | 11,143,606 00 | 5, 404, 653 00 |$16, 548, 259 00 |$11, 143,606 00 | $5, 404, 653 00
.0 5,539,113 00 | 3,755,019 00 : 1,734,094 00 | 11,078,226 00 | 7,510, 038 00 3, 568, 188 00
.| 39,243,136 00 | 13, 041, 605 00 | 26,202, 531 00 {196, 213, 680 00 | 65,208, 025 00 | 131, 007, 655 00
13,337,076 00 | 3,912,707 00 | 9, 424,369 00 133, 370, 760 00 | 39,127,070 00 | 94,243, 690 00
3, 962, 109 00 971,608 00 | 2,990,501 00 | 79,242, 180 00 | 19, 432,160 00 | 59, 810, 020 00
666, 950 00 231, 556 00 435,394 00 | 33,347,500 00 | 11,577,800 00 | 21,769,700 CO
492, 482 00 196, 572 00 205,910 00 | 49,248,200 00 | 19, 657,200 00 | 29, 591, 600 00
17,344 00 11, 676 00 5,668 00 | 8,672,000 00 | 5,838, 000 00 2, 834, 000 00
3,240 00 4, 683 00 557 00 | 5,240,000 00 | 4,683,000 00 557, 000 00

79, 811, 709 00 ' 33, 269, 032 00 ] 46, 543, 677 00 1532, 962, 805 00 |184, 176, 899 00 | 348, 785, 906 00
Deduct for fragments of notes lost or destroyed............. 246 30
Add for fragments of notes lost or destroyed. ....ooceeeiiiifiiiiiai it 5,246 30

148, 171, 652 70 | 348, 791,152 30

From this table it will be seen that the total amount now outstanding
-of national-bank notes below the denomination of $5 is $3,972,841. The
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total amount now outstanding of legal-tender notes* below the same de-
nomination, (one and two dollar notes,) is $56,223,525; and the amount
of fractional currency is $48,151,024.

The amount of national-bank notes in circulation under the denomi-
nation of $10 is $139,980,49G ; of legal-tender notes, $107,403,965. If
the whole issue of leoral tender and national-bank notes uuder the de-
nomination of $5 should be withdrawn, it would place $65,196,366 of specie
inthe hands of the people; and if all the paper-money (m(,lndmof fractional
currency) under the denommatlon of $10 should be withdrawn, it would
require $295,535,455 of specie to take its place.

SECURITY OF CIRCULATING-NOTES.

The following statement exhibits the kinds and amounts of United
States registered bonds held by the Treasurer of the United States on
the first day of November, 1874, to secure the redemption of ,the circu-
lating-notes of national banks:

Title of loan. Authorizing-act. R”'tt:!fégan Amount.
Loan of February 8 1861, (81s).......... February 8, 1861 ....coeoienan.. . 6 per cent...{ $3,959, 000
Loan of July an( August. 1861, (81s8) ...| July 17 and August 5, 1861........ 6 per cent...| 55,298, 050
Loan of 1863, (B18). ..o -.eceieeinnnnnnn March 3,1863 . ..cce.ceciineaannnns 6 per cent...| 30,371, 050
Five-twenties of 1362. . ...] February 25,1862 .......c.cuueen.s 6 per cent... 288, 400
Ten-forties of 1864................. el March 3,1864 . .oooiniiiiiiiinaa.. 5 per cent. ..| 104, 463, 250
Five-twenties of March 3, 1864 ..__.....] March 3,1864 .........c..cc....... 6 per cent. .. 706, 000
Five-twenties of June, 1864 ....... .| June 30, 1864...... ...l 6 per cent...| 9,430,750
Five-twenties of 1865.............. ... March 3,1865 .......coiiiiinnnnnns 6 per cent...| 9,231 200
Five-twenties of 1865, 2d series. ...| March 3 1865 . ceieiaaniiiiinanns 6 per cent...| 6,899,500
Five-twenties of 1867. . .{ March 'i 1863 .vneeeiiiiannncnnnn. 6 per cent...| 12,732,200
Five-twenties of 1868 March 3, 1865 . o, 6 per cent...| 3,298, 500
Fuanded-loan of 1881 ... July 14, 1870, and January 20,1871.| 5 per cent...| 134, 976, 850
United States bonds i July 1, 1862, and July 2,1864....... 6 per cent...! 13,767,000
railway-companies.
VT S S SSURRTUTIUS T 385, 421, 750

From an examination of the table it will be fonnd that these bonds
consist of $145,981,650 of 6 per cent. bonds and $239,440,100 of 5 per
cent. bonds. On October 1, 1870,f the Treasurer held as security for
the circulating -notes of the natlonal banks $342,833,850 of United States
bonds, of which only $95,942,550 were 5 per cent bonds from which it
appears that there has been during the last four years an increase in the
5 per cent. bonds of $143,497,550, and a decrease in the 6 per cent. bonds
of $100,909,650,

* Legal-tender notes outstanding, by denominations, November 1st, 1874.

18 e e e eeen e m et neheaneeaAtaennetesenteesearesaseaseaeaneraeasaneraneasnanannanen $27 444, 403

_. 28 779,122
51, 180, 440
76, 390, 525
72, 014, 810
922, 503, 700
34, 963, 000
14, 413, 000
55, 311, 000

383, 000, 000
Deduct amount destroyed in Chicago fire, (denominations wvnknown) ........oooiiiian o 1, 000, 000

382, 000, 000

+On October 1, 1865, the total amount of United States bonds was $276,250,550, of which only $76,852,600
were 5 per cont. bouds.
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COUNTERFEITS.

From a report made to the Secretary of the Treasury by the chief of
the secret service, on Aungust 27,1873, it appears that the $10 plate upon
which the national-bank notes are printed has been more extensively
counterfeited than any other, the plates of twenty-four banks having
been thus counterfeited. Ten plates of the $20 notes and a small num-
ber of the $100 and the $2 plates have also been counterfeited; all of
which plates have been captured and destroyed by the Treasury Depart-
ment. A full set of lithographic-stones from which were printed notes
of the demomination of $3, together with a considerable amount of
notes, were also captured and destroyed ; since which time it is believed
that no fraudulent issues of this kind have been put in circulation.

A very dangerous counterfeit, of the denomination of $5, upon The
Traders’ National Bank, Chicago, has recently appeared, and the genu-
ine notes of this issue are being retired in pursuance of law, as they
are redeemed at the Treasury, and there are now but $50,555 of this
denomination remaining in circalation.

The statements contained in the report of the chief of the secret ser-
vice have been confirmed by correspondence with all the banks whose
notes are known to have been counterfeited ; and it is believed that the
number of counterfeits of the national- bank issues has been continually
diminishing since the capture of the plates referred to. There is no
doubt that the large amount of engraver’s work upon both the faces
and backs of the national-bank notes, and the similitnde of the designs
of each denomination, has tended to prevent the issue of counterfeits ;
not more than forty-six of the whole six thousand plates which have
been engraved for the national banks having been successfully imitated,
while under the old State system the counterfeit-notes were numbeéred
by thousands.

A small number of impressions only has been printed from the plates
of the denominations of 1s and 2s, and of the 20s, 50s, 100s, 500s, and
1000s. The average number of impressions printed from the $5 plate
does not exceed four thousand, while the number printed from the $10
plate is considerably less. The Comptroller is informed by the engrav-
ers that the plates from which the national-bank notes are printed are
capable of printing thirty thousand impressions before they will be
rendered untit for use. The plates of all the denominations are, there-
fore, with few exceptions, in good condition, aud with care a large

number of impressions may be prmted from them before evidence of
wear will become apparent.

The present system of assorting in the Treasurer’s Office affords an
opportunity to withdraw from circalation, as authorized by law, the gen-
uine notes of all banks, of any denomination which may have been suc-
cessfully counterfeited; and it is believed that the Comptroller, by
availing himself of this opportunity, will be able, in a great meas-
ure, to defeat the operations of those engaged in counterfeiting the
national-bank circulation. It is certain that a new issue of national-
bank notes, differing in design from the present, would tend to increase
the number of counterfeits, and, as the plates are not worn to any con-
siderable extent, a large expenditure of money for this purpose at pres-
ent is entirely unnecessary.

My predecessor, in his reports for 1867 and 1869, called the attention
of Congress to the fact that $17,560 of the unsigned notes of national
banks had been purloined from this Office, and stated that the guilty
party was tried in the criminal court of the District and convicted ; but
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that a motion in arrest of judgment was granted by the court npon
some defect in the indictment, and the eriminal discharged. It is be-
lieved that but a small portion of these notes was ever put in circula-
tion, the larger portion having been subsequently destroyed. A few,
however, still remain in cireulation with forged signatures, and are, from
time to time, received with genuine notes, their similarity preventing
prompt detection. The Comptroller recommends that an appropriation
of $5,000 be made for the redemption of such of these notes as are out-
standing.
AMENDMENTS.

The act of June 20, 1874, has been in operation but a few months,
and its provisions in reference to the redistribution of the currency,
reserve, and redemption, should be thoroughly tested before any changes
are made, and accordingly no amexndments thereof are now recom-

~mended,

The following amendments to previous acts are recommended: (1) An
amendment to section 1 of the act of March 3, 1873, providing that if
any shareholder or shareholders of banks whose capital-stock is im-
paired shall refuse, after three months’ notice, to pay the assessment, as
provided in said section, a sufficient amount of the capital-stock of such
delinquent shareholder or shareholders may be sold to make good the
deficiency. (2) An amendment of section 29 of the national-bank act, ex-
tending the limit of liabilities of any association, person, company or
firm, for money borrowed, from 10 per cent. of the capital paid in, to 15
per cent. of capital and sarplus, for banks located in the redemption
cities, and one-tenth of capital and surplus for other banks; (3) also
prohibiting the deposit of more than 10 per cent. of the capital of a
national bank with any private banker, or with any person or association
other than a national-banking association. (4) That no national bank
shall be liable to make good any deficiency which may hereafter arise
in any special deposit made with such bank, unless a receipt shall
be produced by the owner of such deposit, in which the liability of
the bank shall be distinetly stated; (3) the repeal of the two-cent.
stamp-tax, or an act providing that all bills of exchange, checks, or
receipts in place of checks, drawn upon any bauk or banker, shall be
subject to a stamp-tax, with a penalty of $20 for each violation thereof;
and (6) providing for the enforcement of the individual liability of share-
holders of national banks, which have gone into voluntary liquidation
under section 42 of the national-bank act.

The Comptroller renews the recommendations ‘contained in his last
two reports, for the passage of an act to prevent the issue and circula-
tion of upauthorized currency, and requiring the word ¢counterfeit”
“ altered,” or “illegal,” to be stamped on all counterfeit and upauthor-
ized issues ; also, his recommendation for the repeal of the fourth sec-
tion of the act of June 1, 1870, so far as it applies to the organization of
savings-banks in the District of Columbia, and for the enactment in its
stead of a general law in reference to such savings-banks, with judicious
conditions and restrictions,

THE OFFICE.

The thanks of the Comptroller are due to the Deputy Comptroller,

examiners of banks, chiefs of divisions, and the other employés of this
Office for the satisfactory manner in which their duties have been per-
formed during the past year. The business of the Office will be largely
increased during the coming year, and it is expected that not less than

Digitized for FRASER

http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



1874
XXXII REPORT OF THE COMPTROLLER OF THE CURRENCY.

$120,000,000 of mutilated currency will be received, counted and de-
stroyed, and a much larger amount of new curreney issued to the banks.
The Comptroller and the Deputy Comptroller are required by law to
give official bonds for a large amount; and the responsibility for these
large sums of money must, of necessity, be delegated to a great degree
to the chiefs of divisions and others, whose compensation is at present
exceptionally meagre and inadequate, in no case exceeding eigh-
teen hundred dollars, The passage of the bill for the reorganization of
the Treasury Department, and making provision for an increase ot the
compensation of those officers and employés who have fairly earned such
recognition by long and faithful service in responsible positions, is re-
spectfully recommended,

THE APPENDIX.

Special attention is called to the carefully-prepared tables contained
in the appendix, exhibiting the aggregate resources and liabilities of all
the national banks, yearly, for the past twelve years; also showing their
condition for the present year at five different periods, arranged by
States and redemption-cities, and separate statements of every bank in
the Union on the 2d day ot October, ultimo ; also exhibiting the differ-
ent kinds of funds held as reserve, and the percentage of reserve to
circulation and deposits of the national banks in each of the States and
redemption-cities at twenty-four different dates during the years 1870 to
1874, inclusive; also a table, compiled from reports made to the New York
clearing-house, showing the average liabilities and reserves of the na-
tional banks of that city, weekly, during the months of September and
October, for the past five years; also a table showing the amounts and
kinds of loans of the New York City banks at corresponding periods for
the last five years; the dividends and earnings of the national banks
by States and cities, semi-annually, during the past year; also lists of
insolvent banks, and banks which have gone into voluntaryliquidation;
also a statement showing the aggregate number of national-bank notes
issued, withdrawn, and outstanding, on November 1, yearly, from 1863 te
1874, inclusive ; and a statement of the condition of the State banks and
savings-banks organized under the laws of the different States, so far as
they could be obtained from official sources.

An index to the tables contained in this report will be found on the

following page.
JOHN JAY KNOX,
Comptroller of the Currency.
Hon. JAMES G. BLAINE,
Speaker of the House of Representalives.
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