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BANK OF “NGLAND
.{- ;
“hen was the Bank of “nglend founded?

“"nen does your present charter exnire’

vhat is the par vslue and present selling price of your.shares?
How many stockholders have you?

Is the stock fully paid?

Have your shareholders any liabilities in addition to the owmer-
ship of shares?

Is there eny limit to the nukber of shares which may be held
by any one person, and is your arpreval required hefore a tranes-
fer of your stock can be made®

How often do your shareholders meét?
Does every share have a vote at shareholders meetings?

"hat control have the shareholders over the management and con-
duet of the business?

Hes the Covernment any voice in the manepement of the bank or any
interest in it through the ownership of shares®

Describe t e orranization and management of the Bank, staling the
number of officers and directors with their respective func-
tions, and for what periods and by whom are they elected?

Is it customary to re-elect directors at the expiration of their

terms®

Is there any custom restricting the class from which the direc-
tors may be selected?

How frequently do the directors meet?
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How many branches have you‘
How are yocur brenches managed?
"ho names the managers of branches’

Hlave the managers of the branches full control of the husiness
in granting discounts, etec; 1if not, what discretion is
ususlly given them? '

Have you any system of distribution of profits among the man-
agers of hranches?

Are all your branches of the same celsss, or have you main and
subsidiary branches?

Is the buginess conducted at your branches of the same claes
ag at your main office in Tondon®

Do your bhranches have buainess relations with merchants, fare
mers, and all classes of peonle in their respective lo-
calities’

How frequently are you required by law to publish statements
of condition?

How freguently is it your cugtom to publish them?

Is either your Issue or your Hanking Department at any time

examined by the Government, or in any way under its super-

vision%

"hat local or genersl taxes arce paid by the Bank?

Ts the Pank of Fngland a member of the Tondon Clearing House®

In the statement of your Tassue Department you show

Lighilities Asnets
Totes icsued 657,264,645 Government debts 11,016,100
Other securities 7,474,900

Gold cein & bullion 024,914,645

Federal Reserve Bank of St. Louis - pr——
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)
hat is the law governing your note issues, and how are note
issmes limited and how securedt

7ill you explain the items "lovernment debts" and "Cther ce-
curities” in the statement, and give the reasons for the
changes in amount since 1844%

To what extent are your noteg lepal tender in Great Britain®
“hat other banks have the right of issue in Enrlandf

Are the notes of other issuing banks secured, and if 80, how?%
“hat is the total amount of their outstending issues?

Are the notes of other banks legal tender?

Is there any discrimination between the noted of other hanks
and your notes in the public estimation, or do all cir-
culate freely throughout the countrys

Do yon pay the ‘overnment in the form of taxes or other-
wige, either directly or indirectly, for your privilege
of note issue?

Do other issuing banks pay for the rrivilege of note iaguey

Have you acquired the right of issue from sny other banks,
and upon vhat terms9

Yo what do you atiribute the weekly and seasonal Tluctuations
in the amount of outstanding notes, and are these fluc-
tustions constant from year to year?

Are you willing to inform us es to the expenses of note isgue
and the rrofites Berived therefrom?

Under what coanditions or terms has your caritsl been incressed
from tire to time’

Have the obligatione of t'e Pank to the nublie or to the Gov-
ernment been changed from time to times

e B . 8.5,
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Are you required by lew to invest your capital ,qr any part
of it, in any particular securities" If so, in what
class and to what amount?

Does the law require that before full distribution of profits
yeu shall acoumulate end maintein a certsin amount of
rest (Surrlus), and sre you required to invest this in eny
particular way?

Teferring to the weekly statement of your Ranking Devartment,
dated Aug. 12, 1908, you show ™ublie Deposits, &5,145,6358.

Will you explain the character of these deposits, stating in
general from what Departments they are received?

Doee the Government have accounte with other banks?
Do you allow interest upon these derosits’
Are you required to furnish security for them¢

Approximately to what extent do the nublic derosits fluetnate
from time to time during the year, and can the extent of
these fluctuations be predicted?

You show "Other derosits, 845,5646,992", 7ill vou tell us in a
general way from whom these derosits are received. Do they
include deposits received from banks, merchants and indi-
viduels?

Do you el iov interest uron eny of these derosits:

Are they suhject to considerable fluctuations, and sre these
Tluctuations regularly recurrent?

Are vll of these derosite nsyable on demandt
De vou ot any time allow interest on srecial derositnt
"111 yvou desceribe the item "Seven day ani other bdills"?

In the statenent of assete, what constitutes the item "Covern=-
ment securities #15,6C88,8987

T
.

[
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Is 1t your custom to carry in yrur Banking Department about
this amount é&n Covernment sesurities?

“hat proportion of the item, "Other esecurities, %27,777,982",
rerresgents bills discounted, and what yrroportion repre-
sents loans on collateral”

“hat, if any, other securities except these are included in
the item?

Can you state arproximately the averapge length of time and the
average size of bills discounted by you"

Is the chaerseter of your discounts or loans regulated or re-
stricted by lew or fixed by the statutes of the BRank!

Vill you stete the class of bills usually discounted by you,
giving the number of names required, the minimum size,
and the meaximum length of time to runf?

"hat classes of collaterel are ascepted by you for loans®

"111 jou etate approximately the average length of time
and the aversge s8ize of losne on collateral’

"hat i¢ the distincetion between what ere known as "prime hills"
and other bills?

Do you diseount any but prime villse%

*

"nat 18 the usual differcnce in the rate charged by you upon
a prime bill and for & high c¢lass loan secured by collat-
eral having the same period to runf?

That is the dilference between a trade bill and & finance
bill® ITe the rate the same on each®

Do you dlscount to any consideralle amount directly for in-
dividusls and merchants:

-

ITa 1t your custom to emnloy your surprlus funds in the purchase
of bills from discount houses?

o you rediscount bills for the Jjoint stock or other banks?

) e
~

T ———
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(73) "het ohanges have taken rlace from time to time in the charac-
ter of the bills you accept for discount from discount
housee, and what was the purpose and effect of the chsnges!

(74) Is the rate for discount at your branches for customere' naper
and for prime hills the same as £t the central office’

(76) "hat are the rules governing the nurchase by you of fereign
bille®

(76) "ill you exnlain the distinction hetveen a foreign and a domi-
ciled Dbil1l1l%

(77) TIs it your cuetom to discount any bills payable in foreigm
countries”

(78) Do you sometimes rurchase prime bills in the market at a lower
rate than the bank ratef

(79) Tould rou ararge & merchant having a good account with you the
bank rate or the market rste for v»rime bille¥ '

(80) To whet extent does the hank rate govern your discount and
loon transectlons?

(81l) Is the amount of asccommodation extended by you to discount
houses or others predicated upon the amount and character
of balanceg carried with you, or governed by the necesgi- 5
ties of the general gituation? %

(82) Do you at times discount bille for verties having no acscount
with you

A it el -

(8Z) Are & considerarle number of your loans on call? i

(64) Do you allow overdrafts, or do you make any advances of the
kind made by the Scoteh banks called "cash credits™?

(85) In view of the faect that you receive accounts from corpora-
tions, merchants and individusls, and discount for them,
are you not in 2 measure a comretitor for business with

% the Joint stock banks?

i (86) Ts the Panik,through its breanches,employed by other banks to any
3 conglderable extent for the iransfer of funds from one city
3 to another?
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“hat specific services are rendered by the Bank to the Covern-
ment in cennection with the manarement of the rublic debt,
and ae a dervositary of public funisg?

Does the Bank receive any compensation for such services?

You show in your statement, "otes, 23 828,856, Cold and
gilver ocin, 31,676,258", beins 50ﬁ of your devosit lis-
bilities.

Is there eny general rule of the Bank with reference Lo the
nercentazec of cash rescrve held in the “anking Derart-
ment againgt deposit liahilitiest

Do the barks of England, Seotland and Treland have bsolanaes
wvith you, and are these balances r-parded as a very im-
rortant pert of their cas’ reserve8?

van you estimate the percentage of cash (coin and notes), to
devorit liebilities in 211 the banis of ‘nglend, ineluding
the Benking Department of the Park of Englend?

dow and by whom is the bank rete fixeds
“hen and under what e¢~nditions is the bank rate changed’
Ts any notice given in advance of an intended echenmey

Do you regard prompt and adequate increasc in the bank rate
ag the moet effective moasure to protect the Zank's re-
serveg®

Does the raising of the bhank rate ever fail to atirsct gold and
change the course of exchanges$

How do you account for the fact thet at times a hizher bank
rate in Ynglend fails to attract gold from the Continent
when lower rates prevail there?

Ts the raising of the bank rete rore effective in contrelling
gold movements nov than at the time of the last suspen=-
gion of the Bank Lot in 18667

To what do you attridute thie inaressed effioieney’

B e S
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"hat eifeect did raising the rate in the period from Cectober,
1907, teo January, 19080, have uron the Bank's gold supply?

Prom how many countries did the Nank receive gold as & result
of the increaee at that time®

TIf the maxirum rate of 77 Tixed by the Pank hed not been gif-
ficient to attraet pold, would the rate have been further
increased?

Do you tare other steps in sddiition to raising the bank rate
to protect gold in times of a crieis?

Ts it ocustomery at such times to rdvance money without in-
terest to importers of gold to ocover the time required 'n
transrortation?

Ts it the nracztice of the Tank in times of stress to Aiscount
bills of & satisfactory character for ite ocustomers freely?

Te it the vpoliey of the Sank to discriminate sgainst finance
bille in times of financial orises?

Doeg the understood policy of the “ank of Ingland teo advance
bank rates reridiy and at the same time to extend liber-
al credit in times of serious {inaneinl trouble, meet
with genersl aryroval in business and banking circles?

Does the “ank sometimes borrow money in the open market for
the purpose of raising the market rate:

Do you cometimes sell Console for the same purpose:

"hat are 4 ¢ vrovisions of law with reference to the purchase
of pold by the Bank¥

"hat 1ie the ususl price paid by the Bank for gold purchased?

Does the “ark under gome conditione advance ite*rate for gold
purchases’

Under what circumstanceg and to what extent does the Dank
charge & vremiwn for gold Lullion or foreism coin®

Federal Reserve Bank of St. Louis &




(114) Is

(115) Is

(116 Do

(117) Do

(118) Do

(119) 1f

(120) Doe

(121) 718

f122) vas

' 9
the gold purchased by the Pank sent to the ¥int, or de-
rosited in the Tesue Departmeni and notes issued egainst it

Tondon the only free market for sold in Buropet

the joint stock and other banks rely upron the reserves of
the Panking Department of the 3ank of “npland as their
ultimate resource in case of troubles

you Taver en inerease in the fiduciary note cireulation?
you favor the iseue of one pound notest
not, what is the reamson for yowr objectiont

& the provecsition for a secondary £0ld regerve meet with
aoproval’

it desireble thet bank reserves penerslly should be
gtrengthened?

the experience of the United Kingdom with reference to
nove issues under the legiclation of 1844 and 1845 been
stitisfagtory?

(122) 7ith respect to the monoroly of note issue, are any modifi-

(124) Ts

(125) Is

(126) s

(127) 1Is
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cetions or smendments to the bank scte suppested, and if
80, what ig the nature of the proposals?

there any substantiel demand for vhat we in Americs oall
"greater elasticity" in volume of eurrency (notes and
coin,) to answer businecs doemandst

there any inclination to adopt the Cermenysystem of texed
issues for emergencies or some modification of it

there eny tendency to return tc the system of note issue
in existence prior to 1844%

there any contention in bankins or cconomic ecirales that
it is necessary to restore or extend the right of issue
to banks other than the Bank of Ingland, to enable them
Lo 1norease their own profits or to afford sdequate feci-
lities L0 borrovers or to meet legitimate business demands$

Ml e S

—




Tk '} S

(128) Has the ranidly increasing use of checks, bills of exchange,

‘ and other instruments of credit and elearing house faci-
lities, rendered the enlarced employent of bank notes
unnecessary

(129) What, if any, artificial mesns are taken by vou to seoure
changes in the volume of currenecy (notes and coin) %o
make it responsive to business dermsnde’

(130) "het effect has = maried inerease in the commercial and in;
dustrial activities of “rest NBritain on the volure of
note issues’

L

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

e . i




Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis

& ; b

§ AP e - P \ ,
L h:_'{-"‘f-?. Z?‘#’J :J, ,ﬂrv‘e-! A ‘?jﬁ‘ W - y.n‘ M
L%
ﬁé

Will you give a brief history of-yoﬁg?iaatéﬁutton, stating
whether {% originated in London, or in the country;
whether its business to-day is confined to London or is
also conducted through branches in provineial cities and
in small towns?

How many branches have you?

In the main have they been created by you or have they been
formed from the &bsorption of independent banks.

What is the par value of your shares$ WVhat dividends do you
pay? That is the present market price of your shares?

How many stockholders have you?

Is the stock fully paidf? If not, what additional payments
can be called for the develorment of business, and what
in case of liquidation?

Does the law require that before full distribution of profits
you shall accumulate and maintain a certain amount of
surplus (reserve fund), and are you required to invest
this in any particular way?

Is there any limit to the number of shares which may be held
by any one person, and is your approval required before
& transfer of your stock ean be made%

How often do your shareholders meet$

Does every share have a vote at shareholders' meetings?

Describe the orgenization and management of the Bank, stating
the number of officers and directors with their respect-
ive functions, and for what periods and by whom are they
elected?

Is it customary to re-elect directors at the expiration of
their terms?

How frequently do the directors meet?

How are your branches managed?

Who appoints the managers of branches?

Have the managers of the branches full control of the business

in granting discounts, ete.; if not, what discretion is
usually given them?




2

Have you any system of distribution of profits among the man-
agers of branchest

Are all your branches of the same class, or have you main and
subsidiary branches? '

Is the business conducted at your branches of the same class
as at your main office in London%

Do your branches have business relations with merchants, far-
mers, and all classes of people in their respective lo-
calities?

How frequently are you required by law to publish statements
of condition®

How frequently is it your custom to publish them¢
What local or general taxes are paid by the bank?

State the distinction between current sccounts and devosit
accounts®

Do you pay interest upon either or both? IT so, does the
rate vary uron different classes of accounts?

Does the rate vary as between London and the country If
80, what is the usual difference in percentage?

What governs the fluctuationmsin the rates paid?
What percentage of your deposits are payable on demand

Explain in general the arrangement made by you with your cus-
tomers for the acceptance of drafts drawn by them, stating
the usual length of time, whether they are secured, and
the customary charge for such service%

Describe the charascter of your assets constituting the item
"lioney at call and short notice™

Is 1t customary to confine your investments in securities to
Government and public securities, or do you purchase
stocks and bonds of railways and other independent cor-
porations?%

Are you required by law to invest your canital or any part of
it in any particulsr securities? If so, in what class,
and to what amount®

Is it your practice to invest an amount equal to your capital
in securities, and if so, in what general class of secur-
itiest
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Describe the general character of your bills discounted, in-
cluding their average size, their average length of time,
and the number of names requiredf

“hat 1s the minimum size and what is the maximum length of
time to run for bills discounted by you.

hat classes of collateral are accepted by you for loans?

Will you state approximately the aversge length of time and
the average size of loans on collateral?

What is the distinction between what are known as "prime bills"
and other bills?

Vhat is the usual difference in the rate charced by you upon
& prime bill and for a high class loan secured by collat-
eral having the same period to run?

What is the difference between a trasde bill and & finance bille®
Is the rate the same on each’

Do you discount to any considerable amount directly for in-
dividuals and merchapts® "
: {‘ "url‘i n“l‘;\{- 4 Ty ’1-"._,'., v'rZ‘ Vi Vﬁpi?

AL ABA

Is it your custom to J your surplus funds iwm-t¥8 purchase &y
of bills frou-dieeeuni-hopses? \ Pd

L7

Would you charge a merchant having a good account with you the r
bank rate or the market rate for prime billg? /4

To what extent does the Bank rate govern your discount and
‘§§- loan transactions?

L

<

e L b
A 7 18 the amount of accommodation extended by you to MM

P hesuseg-—ew-—others pradicated wpen the amount and character 5'
'da“b? of balances carried with Jou, Oor.goveruned-by.the-neanesi “
i teemaad Lho poneral gituatien; 7
‘.lz‘

Do you at times discount bills for rarties having no account
with you!

Are o considerable number of your loans on call®

Do you allow overdrafts, or do you make any edvances of the
kind made by the Scoteh banks called "cash eredits"?

Is there any general rule in your bank with reference to the

bercentage of cash and balances in the Bank to the
deposit liabilities?

Can you estimate the percenta e of cash, (Coin and notes) to
deposit liabilities in ail the banls of England, includ-

10} ing the Panking Department of the “ank of England? é?
\
0~

.,
Do you regard promptl ana adequaty inerease|of the Zank rate ($4£,f
as the most efflective measurd to protéct the Lamits re- T4

-~
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serves?

Does the raising of the Rank rate ever fail to attract gold'énd
change the course of exchanges?

How do you account for the fact that at times a higher Bank rate
in England fails to attract gold from the Continent when
lower rates prevail there?

Is the raising of the Bank rate more effective in cont 0lling
gold movements now then at the time of the last guspension

A of the Bank Act in 18667 |/
MY mo what do vou attribute this fincreased efficiency?
kY
-
" QJJ9{ What effect did raising the yate in the period from October,
“«{§3 1907, to January, 1908,/ have upon the Bank's gblad supply?
N
é} What other steps are takenézn addition to raising fhe Rank rate,
of gold in times of a prisis?

to protect the outflq
/

Is it customary at such Yimes to sdvence money without in-
terest to importers/of gold to cover the timp required in
transportation? /

Is it the poliey of the Bank of England to disc;ﬁwinate against
finance bills iy times of financiasl crises®

Does the understood policy of the Tank of England to =dvance
bank rates rapidly and at the same time to extend liber-
al credit in times of serious financial trouble, meet
with general avrproval in business and banking circles?

Is London the only free market for gold in Europe?

Do the joint stock and other banks rely upon the reserves of
the Banking Department of the Bank of England as their
ultimate resourse in case of itroubles

Do you faver an increase in the fiduciary note circulation?

Do you favor the issue of one pound notcs¢

IT not, what is the reason for your objection

Does the propogiyion fop Etfec dary, gold er¥e me ith
approval?qrg N W ‘c’?‘?""l) ZU‘. ngmnf A MZB ‘

Hes the experience of the United Kingdom with reference to 4 z‘
note issues under the legislation of 1844 and 1845 been
satisfactory?

ith respect to the monopoly of note isiue, are any modifi-

cations or amdndments to the bank scts suggested, and if
so, what is the nature of the proposals®
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Is there any substantial demand for what we in America call
"greater elasticity" in volume of currency (notes and
c¢oin) to answer business demands?

Is there any inelination to adopt the German system of taxed
issues for emergencies or some modification of it*

Is there any tendency to return to the system of note issue
in existence prior to 1844¢%

Is there any contention in banking or economic eircles that
it is necessary to restore or extend the right of issue
to banks other than the Bank of Zngland, to enable them
to increase their own profit or to afford adequate faci-
lities to borrowers or to meect legitimate business demsnds?

[ias the rapidly increasing use of checks, bills of exchange,
and other instruments of credit and clearing house fac-
ilities, rendered the enlarged employment of bank notes
unnecessary”?

What effect has a marked inerease in the commercial and in-

dustrisl activities of Great Britain on the volume of
note issues?

Digitized for FRASER " . a7
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A RETORT of the condition of "The "

A.‘..ll.'l'...’in the State of‘..l........-'at ﬂle 01086 Of

'bllsinesa on the L B B I AR B day Of ............l..l' 190 .

— = — —_— S ——— —_— — = e ————
RESOUERL 28

1. Loans and Discounts (see schedule)
2. Overdrafts, secured,f........; UNSECUTEd, veescensss.

. DBonds, Securities, etec., ineluding premium on same
(see schedule)
4. Banki%g House, $eesesesses; Furniture and PiZtures “.eeeee...

5. Other FReal Egtate ovmned
6. Due from NHational Banks

7. Due from State and “rivate Banks and Bankers,
Trust Companies, and Savings Panks

8. Checks and other Cash Ttems
9. lxchanges for Clearing House
10. Aetual Cash on hand

(Gold Coin

(Gold Certificates

(8ilver Dollars

(Silver Certificates
(Subsidiary and minor coins
(Legal-Tender llotes
(National Bank Notes

TOT AL
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1.
2.

4.
5.

6,
7.
8.

10,

11.
12.
13,
14.
15,
16.

17.
18.
19.
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LIABILITIES

Capital Stock paid in
Surplus fund
Undivided ‘rofits (ineluding amounts, if any,
set aside for spccisl purposes, excent Ttem 17).
Less Current Ixpenses, Interest, and Taxes paid
Due to National Banks

Due to State and 'rivate Banks and Bankers,
Trust Companies and Savings Danks

Dividends unraid

Individual Derosits subject to ‘“heek

Savings Deposite and Devosits in interest department
Demand Certificates of Derosit

Time Derosits including Time Certificates of Derosit
payeble after thirty days

Trust Deposits

Certified Checks

Tregsurer's and Cashier's Checks outstanding
“onds Borrowed

dotes and 7ills rediscounted

Lills payable, including Certificated of Deposit
representing money borrowed

leserved for Taxes
Aeerued Interest

Liebilities other than those above states

TOTAL




CLASSIFICATION OF LOANS AND DISCOUNTS.
e —————— S —— = —

A, On demand, paper with one or more individual or firm names
Bs On demand, secured by stocks, bonds, end other personal securities

8. OCn time, paper with two or more individual or firm names

o

Un time, single name parer (one person or firm) wit!out
other security
« On time, secured by stocks, bonde, end other rersonsl securities

5]

tx

- BSecured by real estate mort ages or other liens on realty

TOTAL (Item 1, Resourses)

1. Domestic Securities:

(&) United States TPonds

(b) State, County, and 'unieipal Bonds

(¢) Failroad Bonds

d) Bondg of other publie service corrorations

(
(inecludin: street and interurben railway bonds)

(e) Other bonds

(£) Stocks

2. Foreign Securities:

(a) Government TJonds
(b) State, County, and ‘unieipal Bonds
() Railroad Bonds
(d) Bonde of other public service corvorations
(e) Other Bonds
(£f) Stocks
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cynopsis of FExaminution of M, CGeorges Pallain,
governmor of the Bank of Franee,
BY
sub=Comritiee of the latlonal Monetary ComnicsioR,
Consiwsting of |
My, Vrecland of New York,Viee-Chalrian,
Mr, Overstroet, of Indiana,
Senator NDaniel, of Vireinia,
Wemorandum made by Mr, Overstroet,
Paris, ¥raonee,

Aurust 24th, 1503,

The empital of the Bank of Franee is 182,000,000F, divided

inte shares of 1,000 ¥ eaeh,hel’ by shareholders numbering between

29,000 =nd 30,000, The charter wan renewed in 1897 and expires
in 19220, Under the provision the Parliment, by taring aetion In

1911, may terminale the eharter o!¢ year la‘ter, in 1912, A Governor

a.d two Viee=Governors are prepesed by the dinistry aid serve indef=-

initely, In Lthe absenee of the Covernor one of the Viee-Govermors
represents him, The eourt or ro eral counsel of t-e Bank eoncists
fifteen

of XwwEx re-ents and three eensors, who ar: ehosen anrmrlly by the
two hundred largest shareholders ol the Bank, The Covernor must
own one hundred shares,the Viee-Governors fifity sharas,and the re=
gonts thirty shares cach, The court of regents and eenuors meets
eneh Thursday. It ie divided into eomritters of varylng duties,
The Sank rate is proppsed by the governcy and very generally aceepted
withou! ehsnge by the eourt(or board of Direetors), and continues
unt il ehanred by a new proposal from the Covarnor,

The maximm note issue suthorized is $,800,000,000 ¥, The
aetual note issue on August 24th was 4,660,000,000 ¥, The total

iusue outestanding varier freguently, dut lin elwayr greatent at the

~erop meving period, e war unsble to ritate the @ifferenee in the

inene at thal period, There are no banks of issue other than the
Bark of Franee, Many yvears have passed ninec any pagrestion has
woen made for s ehance in the method of issue,. The lart surrestion

wne by the Tather-in-law of the present manaprer of the Credit

- i - _
B v SE———— i ¢

Lyonais, who p opose! in Parliment & law opening note iswue to eom=

: e

a4

e e 0

J
y.'



petition, It met with litile favor then,

No payment is rmade to the Government for note issue or any
other privilege. The taxes, however, are eonziderable, amounting to
approximstely 13 per eent of the profits of the Bank, inecluding inter-

est on the eash reserve, computing it at the Bank rate, The tax
on eireulation is 50 C,on the 1,000 F, and the tax on the cash in

the Bank is 20 C.on the 1,000 F, The notes are econgidered in
eireulation when paid out over the eounter, When reeeived at the
Bank, they arc not caneelled, but are arain paid out as long as they
are im proper econdition, The average life of a note is three vears,
The RBank redeems ites notes under the law in specie(either rold or
silver), but since 1880 redemption has been praetieally in gold,

The Bank,however, determlnes thies, The same rule ieg followed at the
several branches, Sometimes the Bank offers pold for silver at

e premium, as an alternative,

Indeprendent hanks sometimes keep on deposit with the Bank of
irenee their surplua‘finda, but =old will not be rceeived for speeial
deposit upon agrecment to pay in kind, but must be treated like all
other deposits, by taking eredit on the dbooks for the depotit-ail
depositors thereby Being on an equality,

Anyone can open an account for deposit who is known to the
Bank, the minimum being 500 F, After an account is onece opened
Lhe depositor may diseount paper as lew as O F,, provided it meets
with all other requirements, No promissory notes ar. used, but
the debt i= evideneed by bills and letters of exshange, The time
on bille camnot exeeed three months, Three namnes o endorgers
ar. required, About eighty pereent of the parer now held bears
the slgnature of soane bank as one of the three endorsers, The Bank
never pays interest on deposits,

The use of cheeks in the eountry ie not ceneral, and there
is no tendeney to inerease suech use, The revenue stamp on cheeks
does not retard their use materially, Notes are used mere than
coim, and there is no sentiment for a lower note than now in use,

The lowest denomination is 50 F, Hoarding of money is praetieced
less than formerly, but is still condiderable, espeeially gold,

The total rold of Xxm Bmuk XX ‘ranee is estimated at 6,000,000,000,7,
The Bank of Framee holds 3,225,000,000 F. and the remainder is in the

J P e, e . s e i
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post offiees and branches is 1,278,000,000 F, The postal-bank has
been ¥n operation :inee 1882,~ the private savings bunks =inee 1815,
The growth of the postal hamk greatly injures the growth of the
private savings banks,

There is limited liability of sharcholders in joint stoek
nonks, the limit beins the amount of the share, Private banks
arc not limited in liability, Notices for withdrawal of funds
are controlled by a variety of ¢lements, including time,amount,
and general charaet r of the account,

There ir no examination by the Goverrment of joint =stoek
bunks, exeept to aseertuin the proper payment o' the stamp duties,
There 1s no general examinetion by the Govermment of the Bank eof
Franee, but the Ministry of Finanee i:s privileged to avk ‘or infor
mation from time 1o time, Armmel statements of both the independ
ent banks and the Bank of Franee are made, but the Bank of Tranee
issues a bulletin of balanees each Thursday,

Neither the Govermor nor Viee-Governor is rermitied to be a
“Jember of elther body of Parliment, No charge has cver boen made
T the Bank alding or favoring either politieal party, There is
never any claim that polities enters in any degree into the manap@-
ment of the Bank, Excepting the renewal of the eharter in 1897,
no legislation affeeting the Bank has been had zinee 1857,

There i¢ ne sentiment for any change in bank methods,nor for any new

legislation,

T



Section 61, of Bank Act (Viet. 53, Chap, 29) onacted that the total amoun‘ of notes

in circulation ghould not exceecd the amount of unimpaired paid=-:p capital. This

Section was repealed by
Section 61, of Bank Act (7=8 Edw. Chap. 7), 20th July, 1908, and banks are now per=
mitted, during the season of moving crops (say, from 1lst October to 31st January)

to issue notes to an amount not exceeding 157 on combined paid-up capital and

reserve. Interest on umount in excess of paid=up capital is charged by the
Minister of Finance at a rate not greater than 5%, calculated on actual e xcess of
circulation from duy o day, The rate of interest until further notice was
determined by the government, Novembor 16th, '08, at 5%,

The only banks to avail themselves of the oxcess circulation to 31st October

last were the followinp:

Paid=up Capital Circulation
Home Bank of Canada $ 913,662, $ 968,340,
Banque Nationale 1,800,000 2,105,127
Banque Provinciale 1,000,000 1,130,743
Metropolitan Bank 1,000,000 1,124,115
Union Bank of Canada 3,200,220 3,263,293

(¥ NOTES OF THE CHARTERED BA'KS. OF CANADA IN CIRGCULATION
ON LAST DAY OF EACH MONTH FROM
JANUARY, 1907 to OCTOBER, 1908,
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1907 1908
January $68,219, 717 $66,871,376
February 70,547,759 68,548,075
March 76,346,013 69,047,892
April 72,840,909 66,712,899
May 70,741,113 I491 67,770,018\ Artrspe 608 (smmiie)
June 75,510,402?11&7;*,»?:- 68,153,994 470.3,7,4“
July 72,942,781 66,697,255
August 76,562,811 70,389,897
September 79,455,000 76,246,237
October 84,289,983 83,036,762
November 84,452,899 » .. -
Decergber 77,504,398/ q - .-

A



(¢)  DOMINION GOVERIMENT NOTES IN CIRCULATION

1, On 30th June, end of fiscal years:

1901 $27,671,452
2 32,760,387
2 39,006,199
4 41,574,763
5 47,334,222
6 49,941,427

On 31st March, end of fiscal year:
1907 $54,794,5917

2. On last day of month:

Digitized for FRASER

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

1307 1908
January $56,476,282 $62,601,368
February 56,034,884 59,537,564
March 56,127,104 59,114,447
April ? — 60,455,991,
May 57,020,249 61,767,448
June 56,086,331 62,664,837
July 58,316,531 63,058,125
August 58,316,531 66,606,953
September 60,518,531 72,714,683
October 61,917,157 76,378,442
November 63' 491,544 - - - - 0 - -
Dccember 63' 784’ 400 5 et 0 o0 - . e
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l. Will you give a brief history of your institution, steting
whether it originated in London, or in the country;
whether its business to-day is confined to London or is
also conducted through branches in provincial cities and
in small towns?

2. What is the par value of your shares? What dividends do you
pay? What is the present market price of your shares?

3 How many stockholders have you?
4. Is the stock fully paid? If not, what additionsl payments

can be called for the development of business, and what
in case of liquidation?

5. Does the law require that before full distribution of profits
you shall accumulate and maintain a certain amount of
surplus (reserve fund), and are you reqguired to invest
this in any particular way*

6. Is there any limit to the number of shares which may be held
by any one person, and is your approval required before
a transfer of your stock can be made’

7. How often do your shareholders meet?

8. Does every share have a vote at shareholders' meetings®

9. Describe the organization and management of the Bank, stating
the number of officers and directors with their respec- __
tive functions, and for what periods and by whom are-they’
elected?

10. Is it customsry to re-elect directors at the expriration of
their terms?

11. How freguently do the directors meet®
12. How meny branches have you?

13. In the main have they beecn created by you or have they been
formed from the absorption of independent banks®

14, How are your branches managed?

15. WVho appoints the managers of branches, and are they usually
selected from among subordinate officers in the same
branech?

16. Have the managers of the branches full control of the business
in granting discounts, ete.; if not, what discretion is
usually given them?
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17.
18.
19.

20.

2l.

7.

28,
29,

0.
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Have you any system of distribution of profits among the man-
agere of branches?

Are all your branches of the same class, or have you main and
subsidiary branches®

Is the business conducted at your branches of the same cless
as at your maein office in London?

Do your branches have business relations with merchants, far-
mers, and all classes of people in their respective lo-
calities®

How frequently are you required by law to publish staterents
of condition¥

How frequently is it your custom to publish them?
Should more frequent and fuller bank returns be publishedt
What local or general taxes are paid by the bank®

State the distinction between current accounts and deposit
accounts?

Do you ray interest upon either or both? If so, does the
rate vary upon different classes of accounts®

Does the rate vary as between London end the country* & 4
80, what is the usual difference in percentage?

What governs the fluctuations in the rates paid?
What percentege of your deposits are payable on demands

Explain in general the arrangerent made by you with your cus-
tomers for the acceptance of drafts drawn by them, stat-
ing the usual length of time, whether they are secured,
and the customery charge for such service?

What is inecluded under the item "Cash on hand" in your stste-
ment®

Describe the character of your assets constituting the item
"lloney at call and short notice"?

Is it customary to confine your investments in securitiecs to
Government and public securities, or do you purchase
stocks and bonds of railways and other independent cor-
prorations?

Are you reguired by law to invest your capital or any part of
it in any particular securities If so, in what class,
and to what amount?



e

)]
(9

Is it your practice to invest an amount equal to your capital
in securities, and if so, in what general class of secur-
ities®

36 . Describe the general character of your bills discounted, in-
cluding their average size, their average length of tinre,
and the number of names reguired?

37 . vhat is the minimum size and what is the maximum length of
time to run for bills discounted by you.

38 . what clesses of collateral are accepted by you for loans®

9. ¥ill you state approximately the average length of time and

the average size of loans on collateral?

40. What is the distinetion between what are known as "prime bills"
and other bills?

41. What is the usual difference in the rate charged by you upon
& prime bill and for a high class loan secured by collat-
eral having the seme period to run?

42. "That is the difference between a trade bill and a finance bill%
Is the rate the same on each’

42./ D jyou,discount any considerable amount gfyeetly for-in- /’
f 24/? aﬁﬁviqugzéaéig metchantst ./ e

Is it your custom to employ your surplus funds in the purchase
of bills from discount houses?

qﬁrﬁﬁt Do you freqguently employ surplus funds in loans on c&ll to
' dealers in securities:’

Gi 46. Would you charge a merchant having a good aeccount with you the
' bank rate or the market rate for prime bills?

e qQTo what extent does the Bank rate govern your discount and
loan transactions?

484 TIs the amount of accommodation extended by you to discount
houses or others predicated upon the amount and character
of balances carried with you, or governed by the necessi-
ties of the general situation?

9. 4¢Do you at times discount bills for parties having no account
with you?

fbﬁ\“i Are a considerable number of your loans on call?

50) Do you allow overdrafts, or do you make any advances of the
kind made by the Scotch banks called "cash credits"$

68+ 5 !Is there any general rule in your bank with reference to the
percentage of cash and balances in the Bank to the
deposit liabilities?
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551/’ uan you estimate the persentage of cash, (Coin and notes) to
derosit liabilities in all the banka of England, includ-
ing the Banking Department cf the Bank of England?

i

Do you regard prompt and adegquate increasse of the Bank rate
as the most effective measure to protect the Bank's re-
serves?
53{ Does the raising of the Bank rate ever fail to attract gold and
7 chan e the course of exchanges?
ds How do you account for the fact that at times a higher Bank

rate in England fails to attract gold from the Continent
when lower retes prevail there!

Hﬁ. Is the raising of the Bank rate more effective in controlling
gold movements now than at the time of the last suspension
of the Bank Act in 18667

55] To what do you attribute this increased efficiency?

4 rateing the” 1 thg perio frOm égﬁ
anuafy 1908 the B smg_

T

! PNy

. 'uIs 1t cust';aﬂ# ;such ¢i e tox gs?ance
| N a0 of\§3;¢ sove

6-2-.53 Is it the poliey of the Bank of England to discriminate against\/
finance bills in times of financial crises?

.6&:$éjboes the understood policy of the Bank of England to advance
bank rates rapidly and at the same time to extend liber-
al credit in times of serious financial trouble, meet

( with general approvel in business and banking circles?
P
®¢.” Is London the only free market for gold in Europef

t1ﬁh~6'Do the joint stock and other banks rely upon the reserves of
the Banking Department of the Bank of England as their
ultimate resource in case of trouble®
o
fﬁﬁz{‘ Do you favor an increase in the fiduciary note circulation?
671{1300 you favor the issue of one pound notes?
'68u{f‘If not, what is the reason for your objection®

-69&—5 Does the proposfition for a secondary gold reserve mecet with
your approval?
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Has the experience of the United Kingdom with reference to

note issues under the legislation of 1844 and 1845 been
satisfactory?

'H:':lfq‘ffith respect to the monopoly of note issme, are any modifi-
' cations or amendments to the bank acts su pested, esnd if
so, what is the nature of the proposals?

T
% “xIs there any substantial demand for what we in Ameriea csll

"greater elasticity” in volume of currency (notes and
coin) to answer business demands¥

Y&rhtdIs there any inclination to adopt the German system of taxed
issues for emergencies or some modification of it%

,2é.f\CEs there any tendency to return to the system of note issue
in existence prior to 1844¢%

~Fbn t?ﬁn there any contention in banking or economic circles that
it is necessary to restore or extend the richt of issue
to banks other than the Bank of England, to enable them
to inecrease their own profit,or to afford adequate faci-
lities to borrowers,or to meet legitimate business demands?

¢€fq}“ﬁas the repidly incressing use of checks, bills of exchange,
and other instruments of credit and clearing house fac-

ilities, rendered the enlarged employment of bank notes
unnecessary’

??\(\qlhat effect has a marked increase in the commercial and in-

dustrial activities of (Creat Britain on the volume of
note issues?

U
387-1U%hat, in your apinion, is the effect of branch banking and
the amalgamation of banks:
(a) Upon the amount of cash held by the banks?
(b) Upon local bank ratest
(e¢) Upon the prosperity ana development of communities?
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(v) The later History of the Riksbank

As already stated, the Riksbank was put on a new footing
in 1830, when the circulation of the bank's notes at 37 per
cent of the silver represented by their face—value was author—
ised. Its capital was fixed at 4,400,000 bank dalers, or
6,600,000 dalers currency, the balance of an advance to the
State for war purposes in 1808. On the resumption ¢f specie
paymente in 1834, it was found possible to provide a capital—
fund of 7,500,000 dalers currency, which was increased to
15,000,000 from lst January 1845 by a transfer from the reserve
fund which had been accumulated in the meantime. In 1864 the
capital reached 25 millions, 30 millions in 1879, 35 millions
in 1862, in 1885 40 millions, in 1890, 45 millione, and it was
fixed at 50 millions which it had reached in 1893,by the law of
1897. The fixed reserve fund remained at 5 millions from 1873,
when it was first reached, till 1900. At the end of 1902 a
special fund of 12% millions was constituted out of reserved
earnings for a special claes-of loans and,by the end of 1908, in
addition to a reserve fund of 10,419,000 kronor, an almost
equal sum in surplus — not definitely assigned to the reserve
fund-was able to be shown in the balance sheet. Thue & sum of

85,325,708 kronor (say $22,220,000) represents what in privately—
o
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owned banke, would be proprietors' funds employed in the bugi—
ness. This hae been accumulated entirely out of prorits, and
that in spite of the constant payment of a large share of those
profits to the public funds. Thus ,of the net profits of the
yeare 1l855-39 the National Debt Office received 70 per cent,
toough oi those of the following 4 years it received none. For
1844—47,and again for 1851—53 and for 1860—65,it received a
very large part of the profits, while for 1867 it received the
whole of them.

While the bank gradually struggled to accumulate the capi—
tal of 25 millions originally contemplated in 1630, and only at—
taining it in 1864, the reserve—fund originally intended not be—

n Me Ao qrand 1586l

ing attained for another decade, the National Debt Office was
assigned 26§ millione of profits to the 1™ millione reserved
for adding to the bank's capital. In the next 10 years 1665~
74, 11 out of 18 millions of net profits were assicned to the
National Debt Office; in the 10 years ,18%5-84, the Bank retain—
ed 15 millione and the National Debt Office was assigned over
12¢ millions; and in the 10 years 1585-94, of nearly 26¢ mil—
lions of net profits the bank was allowed to retain only about
M millions. The most recent years show similar figures, For
the O years during which the note monopoly has been enjoyed by
the Riksbank, while just over 8 millione have been added to the
resourcss ol the Bank, the National Debt 0ffice hag, in those

years, received 29¢ million kronor of bank-profits, Now that an



adeguate capital and reserve has bsen accunulated, the payment
of a large share of the ample profits to the State is not open
to the criticism naturally directed against that course when the
bank was builaing up its resources out of the yearly gainsg, In
75 years, the National Debt Office has received, of the profits
of the bank, a sum of over 30 million dollars (U.8. currency).
Allowing for the value of the premises and bank furniture, not
assignad any money representation in the bank's balance—shecet,
it may be said that approximately 55 per cent of the net profits
have been paid over to the State.

Rules limiting the proportion betwesen cash holdings and cir—
culating notes were framed in 1830, requiring the provision of
a casn fund not less than five—sighths of the circulating notes.
In 1834 this was modifiesd to a two—fifths proportion, but even
tals could not be maintained, and in 1843 the cash fell to only
one—third. Uader the influsnce of the English Bank Act of 1844,
new regulations were substituted for the old in 1845. On condi—
tioa ol holding at least 10 million dalers,.currency in cash,
@ fiduciary issue of 30 millions was permitted, a regulation
much more easily observed. The regulations of 1830 had fixed
the minimum cash holding at & million dalers currency (2 millions
silver), so that the requirement of 10 millions was a raising
of the limit. Moreover, in lowering the proportion ¢f the cash
at its minimum to the circulation, there were included in the

latter, not merely notes, but also the amount due on depositidn
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which no interest was at that time paid. The balance of credits
granted, but not drawn out, being a demand obligation, was also
included. Thus the change was not calculated to induce so wealk
a position as appears at first sight. Notes in excess of the
fiduciary 30 millions, and ths 10 millions against coin and bul—
lion held in Sweden, might be coversd by metal ean route from
abroad, by funds of the bank on deposit in Hamburg or Altona,and
by bills on Hamburg or Altona at not eXceeding 67 days currency.
Later the currency of bills available as cover was extended to
90 days, and Berlin and London included as places at which they
might be payable, while in 1866 foreign bills generally were
aduitted. This provision of bills of @Xchange as cover for cir—
culation was used in 1857 as a means of evading the strict inten—
tions of the law. Though there was no run on the bank, its cash
decreased very rapidly between the end of 1o55 and the middle of
1357, owing to remittances abroad. It had stood at about 19
millions in 1850~52 and from that had increased to 52 millions
at the end of 1355, By the middle of 1857 it had fallen to 25
millions, and, though the rapidity of the fall was checked in
1656, fell further to 1léf millions at the end of 1859, The
funds of the bank being, to a large extent, tied up in long
period loans, the reserve could not be replenished, or the pro—
portion of cash assets to obligations increased, by the procesgs
of calling in these loans. Commercial loans had to be restricted

if the limit of issue was not to be exceeded, and the strain of
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tae restriction was seversly felt, An association wae formed
among certain members of the Exchange for mutual assistance, and
they drew bills on a Swedish merchant residing in Hawburg and
presented these bhills for discount to the Riksbank. As the
process o1 advancing notes against these bills did not touch

the fiduciary issue, the bills themselves being legal cover for
the notee, funds were thue provided to meet the need, and a
State loan of 12 million dalers being raised abroad at this time,
the dilficulties of the situation were met, bankruptey averted,
and the losses of the bank due to the crisis kept down to a
modaest amount, .

The difficulties arising out of the fact that the Bank was
controlled by the legislative authority, without the right of
supeérvision on the part of the éxecutive, had formed, naturally,
the subject of numerous discussions. The old pPlan ,of bringing
in the interest of Private shareholders to exercise more =ffect—
ive control, was discussed anew. The constitution imposed an
obstacle in the way, which was ingeniously avoided in the pro—
poeal of an important Committee, whose report was made in 1360,
to divide the bank into two parts, following the general lines
of the division of the Bank of England in 1844, The Issue De—
partment,retaining the name of the Bank of the Estatee of the
Realm, would fulfil the terms of the constitution in remeining
under the control and guardianship of the Parliament solely.

The banking business proper was to be assigned to an institution

A

Federal Reserve Bank of St. Louis “n



in which it would be possible, if desired, to join private
capital with that of the State.

This proposal, howsver, was not accepted and realised,
though the discussion of the situation had its influsnce on the
legislation of 1864 for Enskilda Banks. In 1872 the use of bills
on foreign places as cover for demand obligations was discon—
tinued, and the balances of credits granted but not fully used
were excluded from the sumagainst which cash cover was needed,
though current account balances remained a part of that sum.
The cover available from that time was, in addition to the ac—
tual metal in hand, precious metals held abroad, or in transit,
for account of the bank, and balances due from bankers and mer—
cantile houses abroad, The value of silver coin, after 1873,
Wwas required to be taken only at 90 per cent of ite face value,
and of gilver metal at rates to be determnined by the managers
of the bank, and, naturally,'ralated to the current market value
of silver.

The strict provisions of the law were overstepped, in
regard to the minimum metal reserve, in 1869 and in 1870. 1In
the forumer year it fell below the 10 millions in 26 weeks, and
was at one time just under & millions. In 1870 there were
two weoeks when the metal reserve was under the 10 million legal
minimum. The note—issue exceeded the legal maximum on one oc—
casion, namely ‘n the weekly account of 30 September 1373, but

was already 5§ millions under the legal maximum in the following
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week.

As means of defending the reservec, the bank's managers
were instructed to underteke the following lines of busginess:—
dealing in gold and silver, and in foreign bills of exchange,
and the purchase and sale of bonds and the debt—obligations of
Governments. The right of raising 1oaﬁs abroad was also an im—
portant element in this connection, a right which had been in—
cluded in the regulations 0f1845, to the amount of 12,000,000
dalers. JXor such a lcan, the guarantee of the State followed
on the approval of the Executive Government, without further
formal approval of the Parliament. In the preceding, the ef—
fect of a loan in 18578 has been noticed.

¥From lst January 1880 the minimum metallic cash holding
was raised from 10 to 10 millions, and the maximum fiduciary
issue to 35 millions,while the limit of the foreign credit
Just referred to was raised from 12 to 17 millions. The aboli—
tion ol the 5 kromor note of the Enskilda Banks was closely con—
nected with these measures for facilitating an enlarged circu—
lation. It should also be stated here that the old notes of
1 krona had no longer been issued after the end of 1875, and
the old Iractional notes were gradually being withdrawn as they
were presented for redemption. Till 1849 noteg below the v#lue
of 1 krona, even as small as a quarter of a krona (6.7 cents)
were issued.

In 1887 a further modification in the regulations was
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made, in that the balances abroad available as cover for notes
wers now required to be current account balances, while inter—
est—free deposits, and the bank post bills outstanding of which
an account has been given above, were now excluded from the to—
tal determining the legal amount of cover to be held. Thus the
regulations were made somewhat more stringent.

The fiduciary issue was also increased, subject to an in—
c¢rease of the metallic reserve. This reserve, four—fifths of
which was required to be gold, in coin or kers, was in no case
to fall short of 135 millions, as before, ovut, should it exceed
this awount, an lacrease of the fiduciary issue was permitted,
not exceeding in all 10 millions, making the maximuwn 45 mil—
lions. The condition on which any part of this additional 10
millions of fiduciary issue might be allowed was ,that the me—
tallic reserve should exceed 15 millions by 30 per cent of the
amount by which the fiduciary issue exceeded 35 millions. Thus,
with a cash holding of 15 millions, consisting of at least 12
millions gold and the remainder of legal silver coin taken, so
lar as that struck arter 1875 was conceraed, at 90 per cent
of its face value, the issue might amount to 50 millions plus
the amount of the foreign current account balances: with a cash
holding of 18 millions (not less than 14.4 millions gold) the
total issue might amount to 63 millions plus the amount of the

foreign credit balances. For greater issues, the excess was
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required to be completely covered by the metallic reserve in
excess of 18 millions. The actual rights of issue were by no
means fully used. In 1878 and 1879 the total outstanding notes
fell sven below the permitted fiduciary issue, partly owing to
the withdrawal of the old small notes. With the cessation of
tue 5 kronor notes of the private banks from the beginning of
1880, the outstanding circulation of the Riksbank increased,

but even in 1890 the lowest of the monthly figures (end of April
and July) were a little less than 40 millions. From 1892 on—
wards the circulation increased rapidly, and in 1899 the maximum
and minimum were 56.4 millions (February) and 75.2 millions
(December) respectively. In these seven years the average cir—
culation of the Riksbank increased by 50 per cent, and the to—
tal note circulation of all the banks by 40 per cent,.

After various efforts to arrive at a satisfactory solution
of the problem of centralising the business of note—issue,as
already related a law was passed in 1897 by which the matter
was arranged. The fact that the new constitution thue given to
the Riksbank was effected, not by the use of the royal preroga—
tive but by an act of the regular legialative authorities, the
Parliament and the King in association with one another, is it—
self a notable point. Previously the legislation had taken the
form of royal decrees, which wers not always in close agreement
With the legislative proposals framed by the Parliament. The

new constitution rests on an Act of Parliament duly assented to
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by the Crown, and thus, though the control of, and responsi—
bility for, the Riksbank was still assigned to the Parliament,
modifications of ite constitution must be effected by combined
A action of King and Parliament, since they involve changes of a
law resting on their combined authority.
t-fy’ ¢ % The notes ol the Riksbank retain the character assured
?.tﬁém by the constitution, of legal ténder, and the Bank is re—
quired to redeem them on demand in gold coin a£ its Head Office.

The capital of the Bank is fixed at 50 million kronor
(13,400,000 dollars) éxclusive, as had been the case previous—
ly, of bank premises and furniture,

The metallic reserve is definesd as consisting of all the
domestic and foreign gold coin and gold bullion, the property
of the Bank within the country. Silver coin is thus excluded.
The metallic reserve is to be not less than 25 million kronor
at all times.

The note—issue remains partly fiduciary, partly covered
by cash. As tash may be reckoned the metallic reserve as above
defined; gold coin or bullion deposited abroad or in transit
therefrom and covered by insurance; and the current account
credit balances of the bank with banks and mercantile houses
abroad. The fiduciary issue must be covered by easily realis—
able foreign Government bonds; bonds of the Swedish Government,

of the General Mortgage Bank ,and of other Swedish enterpriseg
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which are quoted on foreign Stock Exchanges; and bills of ex—
change, domestic or foreign.

The maximum of the fiduciary issue wag fixed in 1897 at
100 million kronor, but any excess of the fiduciary issue over
60 millions was made conditional on a metallic reserve excescd—
ing the minimum of <5 millions by 30 per cent ol the amount by
which the fiduciary issgzi;iceedq 60 millions. Thus the full
100 millions of fiduciary issue éfgyonly be reached when the
metallic reservewis at least 37 million kronor.

By & modification of the law, passed on 3rd May 1901,
these limitations of the note—issuing rights underwent import—
ant modaifications and extensions.

On the one hand, the cash covering, so far as it consists
of foreign credits, is now defipad as the amount of such credits
alter deduction of corresponaing debit amounts, net instead
of gross credit balances. Further, the words "mercancile houses"
are replaced by "banking houses". The minimunm metallic reserve
18 raised to 40 million kronor, and the fiduciary issue (which,
under the 1897 law, with this metallic ressrve, would reach,
but not exceed 100 million kronor) may exceed its assigned
amount of 100 million kronor by the amount by which the metal—
lic reserve exceeds its minimum of 40 millions.

With greater stringency in certain respects, the expansion
of the fiduciary issue to any required extent is thus provided

for.

With these extensions of note—issues, the capital of the
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bank was raised a year later by setting aside a sum of 12,500,000
Kronor as a special fund for the class of loans repayable by
instalments at fixed periods. The amount devoted to this pur—
pose had previously formed part of the ordinary funds of the
bank, from which it has now been separated. The fact that these
loans cannot be called in to meet an emergency renders them un—
suited as investments of the general funds of‘:?ﬁﬁ%e—issuing
bank, and this difficulty was avoided,in 1897 by limiting their
aggregate amount,and from 1903 by separating the fund from which
they were madek from the general funds of the bank.

It may be noted, before passing to the pProvisions of the
law which restrict the operations of the bank, that, at the
close of 1908, the outstanding notes were, in round figures,
201,500,000 kronor (53,750,000 dollars). The metallic reserve
was 78 millions, and the net foreign balances 30 millions. It
would appear, frowm th. official Tfigure of the total rights of
issue,that the foreign balances available as cover for notes
must have been 264 millions only. Thus the legal fiduciary issue
was 138 millions, and the issue covered by cash and net foreiiﬁﬂwv
credits on current account 1044 millions, a total of 242,500,000,
leaving a balance of rights of issue available beéyvond those :
actually used of 41 millions. The outstanding notes exceeded
by one—third those of the Riksbank and the Enskilda Banks to—
gether a decade previously. It might be supposed that this
growth would be accounted for by the faet that, now that the
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rights of note—issue are no longer enjoyed by private banks,
these latter find it necessary to hold, as reserve, a large
amount of the notes of the Central Institution. The amount of
the notes held by‘the several banks is not stated separately
from the fractional currency and thewrcredit balances (on so—
called "giro" accounts) at the Riksbank. The total of these at
the end of 1908 for the 17 surviving Enskilda Banks was 19.2
million kronor, or little more than 6 millions in excess of the
corresponding total at the end of 1898. Thus but a small part
of the increase of issues is capable of being accounted for by
the substitution of notes for gold as reserves held by the Ens—
kilda Banks. On the other hand, the gold held by the Enskilda
Banks was steadily increasing during the nineties. At the end
of 189& it reached 9 million kronor, while at the end of 1908
it was less than the fiftieth part of that amount. The gold
held by the Riksbank had, meanwhile, increased by over 43 mil—
lion kronor, or nearly five times the amount by which that held
by Enskilda Banks decreased. It thus appeargfthagﬁthe equive—
lent of something like two—thirds of thq{ﬁncreaae of total notes

outatanding(gi the ten years ending with IQQQDhas been, as a

result of the centralisation of the note—issue in the middle of
that pericd, added to the gold reserves of the country, while
those reserves are now wholly centralised under the control of
the Riksbank. From the point of view of those who believe that

& stronger gold backing for the circulating medium was desirable,
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and indeed necessary for safety, the result must be regarded

as eminently satisfactory. It is impossible to believe that,
nad the note—issue remained in the hands of the Enskilda Banks,
the addition to the gold reserves would have been as subs tan—
tial. A8 an example of the trend of events We may take the
figures for the end of 1892 and compare them with those already
used for the end of 1898. In that interval the aggregate note—
issue increased from 101.9 million kronor to 150.1 millions.
The total gold held increased from 24 millions to 40.2 millions.
Thus but & trifle over one—third of the increased note—issue is
represented in the increase of gold holdings. The outstanding
notes of the Riksbank amounted to 44 millions at the end of
1892, and to 70.8 millions at the end of 1898. Its gold re—
serve at the same dates was 16.8 millions and 31.2 millions
respectively. Thus somewhat over one—half of the increase in
its noteg outetanding was devoted to strengthening the reserve.
The Enskilda Banks had increased their outstanding notes from
57.9 millions to 79.3 millions, and their gold reserves from
7.2 millions to 9 millions.! Of the 21.4 millions increase in

notes, only 1.8 millions were devoted to increasing the gold

! The highest figure ever reached for Enskilda Bank

notes outstanding was 83.6 millions at the end of March 1501.
Their gold holdings at that date amounted to 9.5 millions.

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



15

reserve, the proportion of which to the notes outstanding was,
in fact, decrcased in the interval considered.

It appears, therefore, that both in the years more immed—
iately preceding the final arrangement of the centralisation of
the note—issues, and subsequently, the policy of the Riksbank
has been directed towards the strengthening of the metallic re—
serves on which the preservation of the soundness of the credit
of the country rests in substantial degree. It is also clear
that the monopoly of note issue has conferred on the Central
Institution greater power to attain this important end.

Of the principal other features of the revision of the law
under which the Riksbank operates, three claim more particular
notice: (a) The safeguards provided against the decrease of
banking facilities as a consequence of the cessation of the
note—issuing privileges of Enskilda Banks: (b) The limitations
imposed on the kinds of business which the Riksbank may under—
take: (c) Changes in the bank's constitution.

(a) In reference to the first, two lines of action were
laid down. On the one hand, the number of branches of the Riks—
bank was required to be so increased that there might be one in
each ol the 24 districts into which Sweden is divided for local
government purposes, excepting that immediately adjacent to
Stockholm, for which the Head Office in the Metropolis may suf—
fice. The last of these was opened in the course of the year

1903.
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On the other hand, as a partial compensation for the loss
ol note—issuing privileges, the Enskilda Banks were assured
important financial support from the Riksbank on condition that
they maintained all the offices which were in operation at the
opening oi the year 189&. Those banks which abandoned their
own issuing privileges inthe five years' interval preceding their
legal cessation on December 31st 1903 (as has been seen all of
them actually did so), were entitled, subject to the condition
mentioned, to the grant of an open credit, against approved se—
curity, at 2 per cent‘ under the current 3 months' discount rate,
(provided that the charge should not fall below 2 per cent) and
without the usual additional charge proportionate to the maximum
limit of such credit. This limit in each case was to be one—
half,the amount of the outstanding notes of the bank in question
on lst January 1896. In addition, such banks were to be entitled
to rediscount approved bills of exchange at the Riksbank at a
rate not exceeding two—thirds of the rate charged for the game
accommodation to others., The limit of these rediscounts was
also to be one—half the outstanding notes on 1lst January 1395.

From lst January 1904 till the end of 1908 these privi—
leges wers to be modified, and all the Enskilda Banks were to
be entitled to rediscounting privileges on the above—named terms
up to an amount equal to 40 per cent of their notes outstanding
on lst January 1896. This advantage was subject to the condi—

tion that none of the offices, of any bank thus privileged,
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which were open on lst January 1896, should be closed while the
privilege continued. Should any office be closed, however, the
Crown was to determine, in what degree, if at all, the privi—
lege in question should be continued, the importance of the
office or offices thus closed forming the basis of such a deci—
sion.

The provision made for the period of tramsition to the mono—
polised note—issue was subsequently modified.by:% law of 3rd May
1901, which substituted the following for what has just been
set forth.

The time for abandoning its note—issues having been settled
by arrangement between an Enskilda Bank and the Riksbank, and
on condition that none of the offices open on January 1lst 1896
should be closed during the term covered by the arrangement,un—
less with the peéermission of the Crown on the recommendation of
the Managers of the Riksbank,the Enskilda Bank might be granted,
against approved collateral, loans not exceeding 65 per cent of
its notes outstanding on lst January 1901, and an open credit
not exceeding 10 per cent of the same amount. The interest
charge on these loans and advances to be 2 per cent below the
3 months' discount rate of the Riksbank, though not in any
case lower Lhan 2 per cent, and the usual extra charge for the
open credit being remitted. Further, rediscounts up to 25 per

cent of the notes outstanding on lst January 1901 might be

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



13

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

granted at a rate not exceeding two—thirds of that otherwise
charged by the Riksbank.

At’ the end of each year, beginning with 1903, the amount
ol the maximum limit of each of these special privileges is de—
creased by one—eighth of its original amount, so that they lapse
entirely at the end of 1910.

For banks which had already given up their note-issues be—
fore 1lst January 1901 (there was one such bank) the outstanding
circulation of lst January 1896 was taken ag the measure of the
advances at special rates in place of the circulation of 1st
January 1901.

The change effected by the law of 1901 was one distinctly
advantageous to the Enskilda Banke. It gave them direct loans
in place of open credits, thus making them more effective agents
in putting notes of the Central Institution into circulation
under conditions under which they had previously issued their
own. It left a sufficient open credit to serve as the basis of
drafits on the Riksbank in the form of bank post bills; and gart,
substantiai rediscounting privileges at special rates, the
latter, like the direct loans, putting notes of the Riksgbank
into the hands of the Enekilda Banks. Further, the substitu—
tion of the 1lst January 1901 for the 1lst January 1896 as the
date, the outstanding circulation at which served as the measure
of the advances at special rateg, practically increased the

maximum of the special advances, up to the end of 1903, by about

P
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40 per cent. The substitution of a period of seven years,
beginning with 1904, in which the special advances gradually de—
creased from being about 3 times as great as under the arrange—
ment of 1897 to final disappearance, for a five—year term dur—
ing Which the maximum of the special advances remained fixed,
was also a great addition to the concession made to the pri-—
vate banks, nearly égébling the value of the concegsion after
1st January 1904.

As has been seen, the value of the concession was deemed
by the Enskilda Banks adequate to justify the resignation of
their rights earlier than the date fixed in the law for their
definite cessation. Banks which became entitled to the privi—
leges above—named did not lose them if, in place of remaining
subject to the law of unlimited liability, they became ordinary
Joint stock banks, or were merged in such banks. About 28 per
cent of the loans and advances under the arrangement were, at
the end of 1908, made to such joint stock banks, five of which
were benefiting by the special terms, as representatives of the
ten Enskilda Banks, which have ceased to exist as Enskilda Banks.

(b) The grant of the monopoly of note—issue to the Rike—
bank was accompanied by a stricter regulation of the nature of
the business conducted by the Central Institution. The purpose
directly in view was, doubtless, the more effective guarantee
of the solidity and realisability of the assets of the note—ig—

suing autinorily. Incidentally, however, it resigned to other
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institutions certain classes of business, and though the former
note—issuing banks have necessgarily to compete for thie business
with other Joint Stock Bankse, the competition of the privileged
central institution is removed.

The business assigned to the Riksbank falls under the
following heads:

(1) Purchase and sale of gold and silver.

(2) Purchase and sale of bills of exchange, drawn on
foreign firme or persong, and with a currengy of
not exceeding six months, such bills being payable
either abroad or in Sweden. Other foreign short
term paper of not exceeding six months' currency,
may &lso be acquired and afterwards disposed of.

(3) (a) Purchase and sale of Swedish bonds, and
of such obligations of foreign governments as are
quoted on foreign Stock Exchanges and are readily
realisable.

(b) Taking over by arrangements other than
those for purchase, ot Swedish Government bonds
and readily realisable obligations of foreign
governments.

(e) Acting as agents in effecting the purchase
and sale of Swedieh Government bonds and the

bonds of the General lortgage Bank.
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(4) (a) Discounting accepted inland bills of ex—
change payable within six months.

(b) Loans against Stock Exchange collateral
repayable within six monthe (fixed term) or on
not exceeding three months' notice. In the
casezcommunal authorities and other corporatione
of similar statue, the note of the borrowing cor--
poration may be accepted as sufficient security
without other collateral.

(¢) Loans against merchandise in a public ware—
house or deposited in charge of an independent
trustwerthy person who has bound himself to hold
them at the digposition of the Riksbank, such
loans to be for fixed terme not exceeding six
months,

(d) Grant of credit on current account for
terme not exceeding twelve months, against col—
lateral congisting of bonds, shareg,or a lien on
real estate,and also against personal guarantees,
The maximum amount of the funds of the bank which
may at any time be advanced in this way shall
not exceed 15 million kronor (4,000,000 dollars,
30 per cent of the bank's capital,) not including

in this sum the credit to be opened for the
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National Debt Office, the amount of which is
fixed not to exceed 1,500,000 kronor.

(e) On similar security to that named in the
preceding paragraph (d) there may be granted
loans repayable by instalments at fixed inter—
vals. The aggregate amount of guch loans was
fixed in the law of 1897 not to exceed one quar—
ter of the bank's capital. Five years later, a
law of 14th May 1902 set aside the sum of
12,500,000 kronor for such loans as already
stated, the capital remaining unchanged and the
fund in question being provided from the accumu—
lated surplus.

(6) Deposite for fixed terms or repayable on demand

to be received without charge and subject to no interest

rayment,

Current accounts ("giro" accounts) to be kept free of in—
terest or charge, and the bank to make the necessary arrange—
ments in connection therewith for elfecting the business of
the clearing house.

Firme, other than banking firms, which have a digcount ac—-
count at the Riksbank, may receive interest on current account
balances.

The bank is required to receive the Public Revenue and to
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make payments on account of the State without charge.

The bank is required to accept at any of its offices de—
posite ol money and to issue sight drafts on the Head O0ffice
in Stockholm for the amount thus deposited without deduction or
fee.

Arrangements for the receipt of sealed deposite are
also to be made at the Head Office, and at branches as may be
determined in the regulations made from time to time.

Foreign loans may be raised, and accounts opened with re—
liable foreign banking and mercantile houseg with or without
ihterest.

Beyona the business included under the above heads, and
the manufacture oI paper and conduct of the necessary printing,
the Riksbank is prohibited from carrying on any other class of
busineses whatever. It may not own real estate beyond that need—
ed for its offices, paper manufactory and printing works. To
protect the bank irom loss, it may buy in real estate on which
it has a lien when such property is sold by auction, but it
must be so0ld again on the occurrenceof asuitable opportunity,
and in any case when the sale can be made without loss.

It will be observed that the Riksbank,in being excluded
from paying interest on deposit accounte, leaves an important
line o1l business to other banks. It is also not under the same
pressure to find investments for its funds when the attraction

ol intereet is lacking to draw to it a large deposgit fund. As
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a matter of fact, as already noted, this item has practically
disappeared from the balance sheet since 1897. Current accounts
with interest on the balance to credit of the client, though
allowed with certain reserves (see above) have, in fact, not
been developed. At the end of 1908, the resources of the Riks—
bank included capital and reserves and outstanding noteg amount—
ing to three—fourthe of the whole. Of the remainder, nearly
one—thnird was due to thetkusiness conducted by the bank for the
National Debt Qffice and[the balance of profits held Tor account
of the State. =

The element corresponding to the depoeit and current ac—
counts of American banke amounted to some 14 million dollars
out of & balance sheet total of 96% millions. This item is,
doubtlese, largely affected by the balances necessary for the
conduct of the clearing. It represents, at any rate, actively
oparate? accounts, as the average turn—over on these accounts
per weezgg:arly amounted to the average balance to credit. The
Riksbank has, to a very large éxtent, ceased to derive ite re—
sources from those relations with the public on which other banks
are dependent. Its note isguce are the overwhelmingly most im—
portant debt to the public. At the date named, the seventeen
remaining Enskilda Banks had fixed deposite totalling nearly
122 million dollare, and the 28 "limited" Joint stock banke with
& capital exceeding a willion kronor (268,000 dollars) held

fixed deposits to a total of 128 pillion dollars. Begides the
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fixed deposits, the other accounts ordinarily included in
America under the terms "deposits and current account balancee"
amounted to 34 million dollars for the Enskilda Banks and 70
millions for the limited banks. In all,therefore, these other
banks disposed of over 350 million dollars of funds placed in
their hands by the public, their proprietors' funds amounting
to about 142 millicn dollars, and the balance—sheet totals ag—
gregating nearly 615 million dollars.

There has thus developed a situation in which the Riksbank
and the other banks operate in fields almost wholly distinct so
fer as the sources of their available funds are concerned. In
the matter of investments the dominant item in the accounts of
the Riksbank i8 inland bille of exchange, amounting to 44 mil—
lion dollars at the end ot 1908. The other banks to which re—
ference has been made had, at that time, rediscounted bills to
nearly 37 million dollars, of which a substantial part at least
may be assumed to have been negociated with the Riksbank. Bills
0ol exchange formed over 46 per cent of the assets of the Rikse—
bank, and a little over 23 per cent oi those of the other banks.
Loans on security of various kinds, on the other hand, form
a relatively small part of the investments of the central in—
stitution, aumounting to little over 10 million dollars at the
end of 190&, or under 1l per cent of the assete, while such
loans amounted to no less than 362 million dollars in the

accounts of the otaer banks, or not far short of 60 per cent
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of their total assets. The proportion of loans on real estate
to total loans on security was, at the date named, hut little
over one—sixth for the Riksbank and almost one—third for the
otner banks. Stock Exchange securities do not figure neavily
as collateral in either case. As already stated, the cash item
for the Riksbank is large, gold coin and bullion and other coin
amounting to 23 per cent of the assets, while the other banks
held only 15 million dollars, or a little over 2 per cent, al—
mogt exclﬁaively in notes of the Riksbank and in balances with
that institution. Other items should be included, such as checks
and drafts payable at sight or within a short time, if the mea—
sure ol the readily available assets were required, but what has
been stated will suffice to show that the investments of the
Riksbank differ from those of the other banks notably in those
features which are related to the ability of the bank to meet
demands promptly. 1In confining itself to such investments, the
central institution goes far towards leaving the other banks in
posseéssion ol the most profitable part of the field of opera—
tions, %Phus removing what might otherwise have been a reason—
able cause of objeetion to the grant to the Riksbank of the mono-
poly of note—=issues,

(¢) One of the features in the position of the Riksbank
which had been made the subject of repeated criticism and many
proposals for alteration) was the fact that the control of the

bank rested witn the Parliament alone, and that neither in the
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ecutive Government nor in any independent body wae thers any

'power to influence the discretionary authority of the Parlia—
ment. In truth, the difficulty presented by this peculiar fea—
ture of the constitution was perhaps rather apparent than real.
Nevertnsless the proposals of the most recent Committes of In—
quiry, that of 1890, included the Association of Appointees of
the Crown wita those of the Parliament on the Managing Committee
of the Bank, to the extent of one—third of the whole number.

The actual change made fell considerably short of that proposed.
The Managing Committee which formerly consisted of seven Parlia—
mentary representatives, has, by the Act of 1897, been made to
consist of a Crown-appointed Chairman and six representatives

of the Parliament. To the extent indicated by this change, the
Executive Goveranment has bsen admitted to a share in the control
over the bank. Substitutes are appointed to act in case of

the absence, or incapacity from sickness or olher cause, of any
of the Managing Committee. The Committee of seven appoints
three (from 1373 to 1898, two) of its number to act as Managing
Directors of the bank, each having charge of certain departmnents
of its operations. The jealousy of interference on the part of
the Crown finds an expression in a Section of the 1897 Act re—
lating to occasions when a representative of the Executive
Goverament may be sent to confer with the Managing Committee of
the bank. The Committee is forbidden to decide the guestion

in hand so long as the Crown's Agent is present with them.
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/ Thegﬂ are thus reserved opportunity for private discussion,
-’

and independent action.

The more detailed provisions of the regulations approved
by the Parliament for the conduct of the affairs of the Bank
need not be set forth here. They include,of course, the num
ber and status of the bank's officers at each office, and the
scales of salaries for each grade. |

The law of 1697 provided for the publication, in additiit.
to the detailed annual statement of the bank's affairs, and a\
monthly summary, of a weekly statement of the metallic reaerve\
and of the gold held abroad or in transit and foreign credits,i
ol the outstanding circulation of notes, and of the excess of \

legai rights of issue over the actual circulation. \
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SUGGESTIONS FOR DIGEST OF STATE BANKING LAVS.

ist. Terms of incorporation.
(a) Minimum capital.
(b) Maximum capital.
(c) Surplus.
(d) Dividends.

2nd. Liability of=-

(a) Stockholders.
Must names of stockholders be published?

May othsr corporations hold the stock?
Extent of reserve liability.

(b) Directors.
In case of impaired capital.

In case of insolvency.
Must directors own shares, and how many?

May officers engage in other business?
Must lisbilities of directors to bank be published?

ord. Supervision.
(&) Renorts.
How often renquired?
What items included?

(b) Examinations.
How often required?

By whom made?

4th. Reserve requirements.

Sth. Discount and loan restrictions (to be stated separately where

possible).
(&) As to aggregaute amount.
(b) As to amount to individuals

(c) As to character. :
Can loans be made on real estate?
Can loans be made to officers and directors of

the bank?

6th. Investments. What restrictions as to investments in
(a) Real estate?

(b) Bonds?

(0) Stocks?
Can a bank hold stock in other banks or other
corporations?

Must such investuents be published in detail?
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7th. Branches. How far allowed?

8th. Any provisions as to joint occupation of the same building
by different benking firms?

9th. Penulties for the infraction of laws above stated.

These items should be given separately, so far as possible,

for Stute Banks, Trust Compenies, and Savings Banks.
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REPOR' ,
SHARING OF PROFITS_ BY PUBLIC SERVICE COMPANIES IN_EUROPE,

GREAT BRITIAN

Gas companies, under the provisions of the so-called
"sliding scale" divide with their consumers increases or de=-
creases in profits. Under the sliding scale a standard prilce
per thousand cublc feet is fixed, and also a standard rate of
dividend. When the plan was first introduced the standard
rate of dividend was usually fixed by Parliament at IQ%; but
more recently, when the issue of new capital has been author=
ized, the rate has been fixed at ﬂg. The standard price haé
usually been established after taking into consideration local
conditions, and at present it would probably be between three
shillings ($0.75) and five shillings ($1.25) per thousand feet
in different localities. The sliding scale clauses provide
that for every decrease or increase of the standard prise of
ges by one penny per thousand feet the maximum rate of dividend
allowed shall increase or decrease by one-=quarter of one per
cent. For example, if with a standard price of four shillings
($1.00) and a standard rate of dividend of 107 the price falls
to three shillings fourpence ($0.83) the dividend may be 12%@
of if the price rises to four shillings eightpence (§1.16) the
dividend must not exceed 87.

It was found in practice that the sliding scale clauses
were practically inoperative owing to the repeated issue of

new capital at par to the shareholders, and Parliament then



‘nz--—

adopted the "auction clauses"™ which require the sale of new
shares at auction, the premium received being carried to a
premium capital account, on which no interest is to be paid.
Since the adoption of this modification the sliding scale has
worked satisfactorily.

Many gas plants are owned and operated by municipale
ities, and in England the profiggfg;e applied to the reductién
of general taxes, the gas consumer thus paying a special tax
for the benefit of the public at large.

The statutes permitting Scotch municipalities to
operate gas works provide that after allowance for interest
and sinking fund requirements any further pfPofits must be apple
ied to the reduction of the price of gas, in this way relieving
the consumer of any extra burden in the shepe of profits on
gas for the reductiocn of general taxes.

Tramway companies meke no payments in money, but have
the usual requirements as to paving and maintaining streets.

A number of municipalities own but do not operate the tracks,
and the rental of these are often placed at high figures. In
London the County Council has bought certain tracks, and leased
them to the North Metropolitan Tramway Company at a fixed rent=-
al of £45,000 ($225,000) annually, 6 1/2% on the cost of exten-
sions made by the Council and four-fifths of the profits beyond
Q% on the share capital.

In Dublin the Tramway Company has recently (June,
1897,) made a contract with the city, under which, in consider-

ation of being allowed to introduce electric power, and the
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extension of the franchise for forty years, the company agrees
to pay to the city £500 ($2,800) annually for every mite of
street occupied, the mimiwum bayment to be £10,000 ($50,000)

annually.

FRANCE ;

All agreements as to payments are inserted in the
contracts made between the companies and the municipalities, and
maintenance of streets add charges for service are fixed by the
contracts.

PARIS: The gas company, under the terms of the
contract of 1871, pays to the city a fixed sum of f.200,000
($40,000) per year as rental for the ground occupied by the
street mains, After the payment of all expenses, ord inary
taxes, interest on loans and amounts necessary for the amore

tization of bonds and shares, the company takes of the net
profits £,11,200,000 (02,240,000), being 13 l/hﬂ'on the share

capital. This capital is fixed by the contract at f .84,000,000
($16,800,000), eny new capital required being obtained by the
issue of bonds. After deduction of the £.11,200,000 the bale
ance remaining is divided equally between the company and the
municipality. In the year 1896 the share of the city was
f.8,800,000 ($1,760,000).

The price of gas 1s very high, 30 centimes per cubic
meter (§1.68 per thousand feet), but redwctidns in price must
be approved by the municipal council, and this, although desired

by the company, has been repeatedly refused by the council.,

s
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The General Ommibus Company controls the omnibus
traffic and most of the tramway lines in the city, and pays a
license fse of f.2,000 ($400) on each omnibus, and f.l,500
($300) on each tram car anmially, Provision is &@so made for
an aqual division of any profit in excess of &%'on the shares
betwseen the city and the company, but this amount has been
very small, amounting in all since the signing of the contract
in 1860 to only f£.380,000 ($76,000). The share capital 1s
fixed by the contract at f.29,750,000 ($5,995,000), but there
is now a bonded debt of about f.100,000,000 ($20,000,000) .
The heavy charges lald on the company for the malntanance of
paving and amort ization of shares and bonds, together with the
requirement by the munic ipal council of the establishment and
maintenance of many unprofitaboe lines, make the re urn to
the shareholder about @Z.

HAVRE: The tramway company has recently concluded a
new contract allowing the introduction of elsctric power ,

under which 1t 1s obliged to pay to the city 2 ljhﬂrof the
gross income, with a minimum payment of f£.18,000 ($3,600) . But

it is also provided that until the recelprs of the road are in
ex€ess of f.60,000 per kilometer ($19,200) per mile) the
minimum payment shall be f.10,000 ($2,000) until this latter
rate of earnings is reached, when the minimum of f.18,000
comés into forcae.

ROUEN: The tramway company is to pay o6m all lines
herr after built, during the first five years of the contract,
f.250 per kilometer ($80 per mile) , for the next ten years
£.300 kilometer ($96 per milae, ) , for the next ten years f.350
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pdr kilometer ($112 per mile), for the next ten years f.800
per kilometer ($123 per mile), and for the last ten years of
the concession f.500 per kilometer (3160 per mile). Provision
is made that all lines existing at thetime of signing the conw
tract shall, as now, pay f.300 per kilometer ($96 per mile) |
for a period of twenty years, after which time these lines pay
at the same rate as those built under the provisions of the

contract.
GERMANY .

All contracts provide for maintenance of street, and
in some also a fixed charge for rental of the street 1is in=
cluded. All contracts, gas, electric and street railway,'fix
the charges to be made for service, and in the case of gas and
electric light companies there #&s usually no requirsement of a

money payment.

BERLINe The contracts between the city and the

street rallway companies have rescently been revised, and the
concessions extended, allowing the introduction of electric
power, This new contract, which presupposes the consolidatinn
of the two largest street rallway companies, requirss the pay=~
ment of &Z on the gross earnings, and after allowing lzﬂ'on '
the caplital now invested, and 6% on the new capital necessary
for the electric installation, requirss the surplus to be die

vided equally between the city and the company, The larger of
these two companies, Die Grosse Berliner Pferde Eisenbahn
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Actien Gesellschaft, is now paying 1&% dividands.

The gas business is now divided betwseen a municipal
plant and the Imperial Continental Gas Association of London,
which owns many works on the Continent. In Berlin this
company pays a sum which is based on the payment of M.400,000
($100,000), with a sale of about 23,000,000 cubic meters
(805,000,000 cubic feet), and increases or decreases as the
sales of gas to private consumers for light rise and fall from
this figurs. The price of gas sold to private consumers is
15,2 pfennig per cubic meter ($1.08 per thousand cubic feet)
for 1light, and 10 pfenning per cubic meter ($0.71 per thowsand
cubic feet) for cooking and heating, when sold by separate
meter, Onr this gas no payment 1s made to the city.

The electric light company pays under the tsrms of the
concession a percentage of its gross income, and in any year
when the profits excead 6% on the capital stock a further paye
ment is made of 2&%'0f the excess beyond Qg. |

ATX-LA-CHAPELLE, 2 The gas company pays to the city
2 pfennig per cubic meter (14.2 cents per thousand cublc feet)
on all gas sold to private consumers, but if gas is sold at a
reduced price for heating and cooking, and measured by a sep=
arate meter, the amount paild is only one-half as much,

BREMEN. The tramway company pays to the city onew
quarter of the profits in excess of aﬂ'on the capital,

BRESLAU, The tramway company pays 10 the city one=
third of the profits in excess of M.85,000 ($21,850) .

COLOGNE, The tramway company pays to the city from

1889 to 1893 M,.5,600 ($1,400) ammually, from 1894 to 1902

N B
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M,11,200 ($2,800) annually, and from 1903 to 1816, besides this
payment of M.l11,200 ($2,800), 15% of the net profits so soon as
these excaeed 1&% on the capital stock .

DANYZIG, The trmmway company pays during the first
fifteen years of the concession a%'of the gross income, during
the next ten years 2 1/2%, and during the last ten years 3%.

BESSAU; Beginning ten years after the date of the
contract the tramway company pays 2Q% of the excess of profits
over Q% to the citye. This tramway is operated by gas.

Dresden. The tramway 1s operated by electricity,
which, b y the tarms of the concession, must be taken from the
municipal slectric station, and the company 1s obliged to pay
15% depreclation on the electric machinert used to supply
current, and must also pay zq%rof the profits over and above a
fixed percent to the city.

DUSSELDORF o The tramway company pays a%’or its
gross income to the city, and also a charge per car, starting
at M.500 ($125) and rising to M.2,000 ($500) in the last years
of the concession.

ELBERFELD o The tramway company divides its net
profits equally withthe city. The Barmen-Elberfeld line pays
2% on the gross receipts.

ERFURT, In addition to the payment of a gross sum of
M.1,600 ($400), the campany also pays during the first ten
years 1 1/2%'0r the gross receipts, during the next ten years

a%, and during the last fifteen years 4 1/2%.
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gggygggggﬂgﬁga_ The gas works of the Imperial
Continental Gas Association of London makes a payment to the
city on the quantity of gas sold to private consumers, varying
on a sliding scale. At the present time this payment amounts

to about 2 1/2 pfennig per cubic meter (17.7) cents per

thousand cubic faet).

The electric light works are owned by the city, but
their operation is leased, This rental 1s, for the first
vear Q%'on the cost to the city of the plant, for the second
year Z%, for the third year Q%, and for the fourth and suc-
ceeding years lQ%. This rental must first be pald from the ree
ceipts, then the expenses of the lessee with lsf added to re- |
pPresent management charges are taken out, then z%'is carried‘
t0 a reserve fund until this fund reaches IQ%} and the balance
is divided equally between the city and the lessee. Exten-

sions are made by the city.

The tramway company pays 6% on the gross income to the
city, and also before the declaration of a dividend the follow-
ing amounts in cash:- For the first two years of the concession
M. 30,000 ($7,500) annually, for the next three years M.40,000
($10,000), for the next five years M. 50,000 ($12,500),
the—noxt—Five—yoares—Mvb604000—(12,500), for the next five
years M.60,000 ($15,000), for the next five years M.70,000
($17,500), and for the last five years M.80,000 ($20,000 an-
nually.
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After 1Q% is paid om the full shares and q% on the
Genussactisn (Actions de jouissance) the city tukes one=half
of the excess. As soon as the profit 1s equal to le%rbn the
full shares and la%'on the Genussactien, that is, when 1&%
is paid on the full shares and B%'on the Genussactien, the
city 1s to take two~thirds of the excess.

The phrase Gemnussactien, or Actions de joulissance, 1is
untranslatable into English as the thing itself does not ex=-
ist. Under the operation of the scheme of amortization the
shares are drawn nnd paid off at par. In their place is is=
sued a Genussactle, or Genussachein, which represents the |
premium on the ordinary share; thils form of certificate then
continues to recelve dividends so long as the company contine

wes to pay in excess of &Z on its regular shares, the amount
paid being the exceass of the actnl dividend paid on the full

shares over &%. Of course, when the concession has expired and
all the shares have been amortized tie remains no value in
these Genussactien, since the plant becomes the property of
the city free of cost.

HALLE . The trasway company pays a%'or the gross
income to the city. Halle also has a municipally operated

tramway e
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Beginning fiwe years from the date of the contract
the city gets 25%'0: the excess profits above Q%'on the shares
until the company's profit amounts to ﬂ%. When the dividends
reach 7 1/4% to 87 the city gets 307 of the excass, from 8 1/4
to 9%, 357 of the excess, from 9 1/4% to 10%, 40% of the ex-
cess, and from 10 l/hﬂ'upwurds, 50% of the excess.

HANOVER, The gas company pays to the city 2 1/2

pfennig per cubic metsr (17.7 cents per thousand cubic feet)
for all gas sold, excepting that to public lamps, When the
gas sold, omitting that used for street lighting, reaches
12,000,000 cubic meters (420,000,000 cubic feet) annually, the
payment becomes 3 pfennig per cubic meter (21.3 cents per
thousand cubic feet)

The tramway company pags 1 1/2% on its gross receipts
up to M.1,000,000 (250,000), 2% to M.1,250,000 ($312,500),
2 1/2% to M.1,500,000 ($375,000), 3% to M.2,000,000 ($500,000),
3 1/2% to M.3,000,000 ($750,000), gnd 47 when the receipts exe
ceed M, 3,000,000,

KONTGSBERG o The tramway company pays to the city

one-qmarter of the profits in excess of &g on the stocke.

LEIPZIG: The electric light company pays to the city
4@% of the net profit of the company above ﬁﬂ'on the shares.
When the dividends reach 7%'the city takes SQ% of the excess,
8%, 60% of the excess, 97, 66 2/3% of the excess.
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The tremway company pays to the city a% of its gross
receipts furing the first five years of the concession, and

this rate increases by 1% each five years during 1ts life.

MAG DENBURG . The two tramway companies each pay
3 1/2% of their gross income to the city.,

MUNI &, The gas company paid during the first six
years of the concession M.13,700 ($3,425) annually to the city,
for the second six years M, 20,600 ($5,150), for the third
six M. 27,400 ($6,850), for the fourth M. 34,300 ($8,575), for
the fifth M. 41,100 ($10,275), and for the sixth M.48,000
($12,000) . This contract expires Oct. 31, 1899, and at that
time the city will assume the operation of the works, having
recently bought out the property of the company e

The tramway company pays to the city 2% of the gross
receipts up to M.1,000,000 ($250,000), 2 1/2% on the next M.
500,000 ($125,000), and 37 on all receipts in excess of this.
On excess earnings above 6% and up to 8% on the stock the city
takes 25%'02 the excess. The tramway company pays to the city
2 1/2% of the gross receipts. In any event 1% 1s to be paid,
but i1f there is not sufficient profit to allow a dividend of
'4% on the stock the payment of the other 1 l/hﬂ'romains in
abeyance, but is to be made up later so soon as the stock ree
ceives 4%; After 1902 the 3ity is to receive 1q£ of the

excess profit over &Z on the stock,

AUSTRIA HUNGAKY,
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VIENKNA. The tramway company pays to the city  f£1.2,220
per kilometer ($1,400 per mile of track), and when the gross
earnings exceed fl.3,500,000 (§1,400,000) 1t is to pay 3 1/27
on the excess above this amount.

The recent comcession for an experimental glectric
line also contains a provision for the payment of 50 kreutzers

(20 cents) per year for each pole located in the streets.

BUDAPEST, The surface street railway In Budapest pays
amounts to the city beginning in 1899 as follows:= If the
gross income exceeds fl.2,000,000 ($800,000) the company shall
pay 27 of the gross, and on each increase of f1.,500,000
($200,000) the rate shall increase and shall be on the surplus
over £1.2,000,000 as follows:-~ On the first £1,500,000 3%,
the next, 47, the next, 5%, the next 7%, the next 10¥, the next
13%, and on excesses above fl.5,000,000 ($2,000,000) 16%.

After 1907 the preceeding seven years are tken, and
after throwing out the best and the worst year, if the average
profit exceeds IQ%'on the capital stock the city and company
share in the excess. Thils is to be done each year there=
after.

The underground road pays for the first twenty years
of the concession nothing, for the next ten years lﬂ'of the
gross earnings, increasing yg each ten years during the life of

the contract, which is ninety years.



ITALY .

BILAN, A new contract has recently been closed with the

tramway company, which provides that the municipality shall
lay and own the tracks and shall receive all the income., The
city pays to the company 7 1/@ cents per car mile, and for

all extra cars put on after 1901, 8 cents per car mile, for cars
put on after 1906, 8 l/@ cents per car mile. For trailers the
city pays 2 cents per car mile. The company makes a payment
to the city for maintenance of track, At the end of the year
the city deducts from the gross receipts the payments made to

the company and the cost of maintenance, and divides the bal=

ance .
HOLLAND,

AMSTERDAM , The tramway company pays to the city
5% of the gross receipts, and the company is allowdd a
dividend of 8%, Por every increase of dividend above 8%, 1/2%
additional of the gross is to be added to the payment, of core
responding fractions for fractiocnal increaces. For each parcént

increase of dividend beyond 10%, 1/2% more of gross receipts
is to be paid to the city.

The gas company is to pay as soon as two works are
completed and in operation 4.03 cents (Dutch) per cubic meter
(47 cents (American) per thousand cubic feet) on all gas sold

in excess of 13,000,000 cubic meters (455,000,000 cubic feet)
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annually . When a third works is built and put in operation the
payment is to be made only on the excess above 21,000,000

cubic meters (375,000,000 cubic feet) .
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PROPOSED ANALYSIS OF FOREIGN BANKING SYSTHEMS,

CHARACTER OF PRIVILEGE OR CHARTER:

"hether monopoly of issue or not.

Duration of privilege and opportunitioes for revision.

Brief statemont of changes in charters in recent years,
ORGANIZATION AND GOVERMMENT:

Anmount of capital,

Character of ownership, whother public or private,

Privileges of shareholders,

Hethod of appointing Governor and Deputy Governors,

Control of the Covermment over management ,
CHARACTER OF NOTE ISSURS:

Security for note i1ssues, vhother metallie money, se-
curitios or commercial paper,

Character and limitations of metallie resorves,

Provisions for emergenecy issues,

Facilities ond methods of redemption,

Denominations of notes,

Actual character of the c¢irculation, ~- whether gold,
silver or notes,
CEARACTIR OF BUSINNSS DONE:

Whether by discounting commercial paper, by loans on
securities, or by agriecultural loans,

Length of maturity of commercial paper fixed by law,

Requirements in regard o such paper,
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Actual maturities shown by statistics (usually less than
legal maturities because of re-discounts),
RELATIONS TO THE INTERNATIONAL MONEY MARKET:

How the gold movement is controlled, =-- by changing the
discount rate or otherwise,

fethod of Pixing discount rate,

Iumber of changes in such rate,

Statisties of annual and average rates,

Other methods of influencing the market, as by "borrow-
ing from the market" or selling securities,
RELATIONS TO OTHEER BANKS:

llethods of re-discount, with conditions imposed.

Relative banking strength of note-issuing banks and
stock banks,

Accommodations extended to trade in emergencies,
RELATIONS TO TER GOVERML=NT:

Whether or not the bank performs the government business;

Permanent or temporary credite to the Treasury,

Management of the public debt,
TAXES PAID:

Special taxes on circulation,

Division of profite,

Taxes on discounts above a fixed rate,

Reecent changes in such laws,
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SCOPE OF PROPOSE™ DATA:

Tho above facts should be ¢iven for the following in-
stitutions: .
B&nk/;r England

Scottch B)an{

Bgnf/of *3aﬁ/ %
Inmpeyial B of Ggrﬁgny.
Augtro-Hungarian Banlk,
Bank of Rusgie,

Bank of Belgiun.

Bank of the Nletherlands,

Pq,at’ﬁpﬂ!'pf’uggﬁﬂﬁw

Suje latiefial yﬂf

quxﬁzof ;ﬁdfy.

C anagien nghfﬁg ‘;peﬁf

Mexiocan Banking Systen,

It may not be necessary to five all the facts for all
of these banks, but there is much intoresting experience even with
the smaller ones and including those of the Balkan States and other
countries, to which occasional reference might be made.

Such a statoment as recommended would be as bdbrief and
compact as possidble without sacrifiecing accuracy, perhaps Tilling
thirty or forty printed pages in public document form,
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j I.FINANCIAL PANICS AND BANK FAILURES, from the 17th century to
the present time;piving daites,detalls,zlleced causes and reputed

losses.

I1.T!E “UTURE OF GOLD. he present and prubable future production
of Gold,and the Provcesses and Devices for winning it from the earth.
111,001 AND PAPER CIRCULATION OF THE COIMLERCIAL WORLD from 1829
to 1908 showing the gradual improvement and substitution of the laé

ter for the former?®

IVe MONEY CIRCUVATION OF TiHE COMIERCIAL WORLD at intervals from
the 16th century to the present

Ve VELOCIEY OF MOLEY, PAST PRESHEUT ANB FUTURE.Computations show=
ing the comparative velocity of money,or the frequency witl: which
money circulates in Great Britain,the United States of Americe and
sonme other countries;a2lso a conparison of the past and present and
probable future wveloclity of money in those countries,

Vi. T8 PUTURE OF INTEREST, he ‘urrent Rate of Interest for lonay
in various countries and in the money marketvs of the cormmercial
world, from the earliest times %o the present;tﬁe congtituents of
any given rate of interest; review of 1ts past current rate: its
recent and present tendency: and its probable future course,

VIl. CIRCULATION OF MONEY in each of the following countries,at

short intervals from the l6th century to the present time,compiled

from the estimaivs and observativns of contemporaneous writ!'!,hia—

torians and economists,and an secent periods from official reportis:

Fngland and ’ﬂ'ales,-:risat Sritain,Unived kiapdon, france,lemany,selrim ,

o

. \ { - ¥ ’ - —
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£ . _Lonetary liaterials-2
the lNethewlands,Autru=-iwngary,ltaly,Spain,ortugal ,urksy,Scandin-

’ ? ’

’avia, India and the United States, .n. 2ati8s gslven annually from
1778 to the present year and sgowang separately the coins,govern=-
ment notes,bank notes, totel money,total populai.on ,and total money
per caplta year by year

VIII. CAPITAL INCOME MONEY AND POPULATIOQN,Xssay showing the sum
of National Wealth,total annual product,total populatavn, and total
money of the United Kingdom,at shos v intervals since 16L. and of %
the United States decennially since 1790; thus establishing the quane
titative relations besween copltal,income,money,and populav.on.

ko !

T mMIrm MITRN AT TV, Y A ST T AT v pemyrrrere o 4
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ever materials it consisted) from the earliest times to the present.

Federal Reserve Bank of St. Louis



.
TMATIONAL MONETARY COIMIISSION MONOCRAPHSZR--"The Swies Banlking Law," g
Waéhington, Mareh --/.--BEditors: The following matter furniched
by the lNlational lonetary Bommission must be held until released, which
probably will be for Morming Papers of --------- , March --,
Charles S. Dédéhl,
Assistent General lanager,
The Associated Press.
FOR MORNING PAPERS.
Note by the Honetarx_Gomg%a%%on:-The following story ix is distinet
from that od the same subject/released for afternoon papers of ymekerx
FAXERTRRAYY =====ew-==  larch --[&eaterdail'and is furnished so as not

to duplicate the previous story. 1In the issue of thdmxrmmirtenmx the

advance notices of these monographs, the effort is to alternate the

precedence between the morning and aftermoon papers.

Secretary.

A+ By S.:-This fom would be changed mext time, so that first
article would be released for Morning Papers, and
second for afternoon papers of the same day. INotice
would then read:

FOR AFTERNOON PAPERS.
(and would read accordingly).
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Pertinent Extracts from the Letters from Officers of Banks }fj o

. Accompunying formal Answere to the Inquiries,
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Memorandum In Re

RAIIROAD BONDS AS SECURIZIHS FOR

- - - - .- -

- . :---

The railroad bonds at present accepted by the Secretary
of the Treasury in this connection are those which form legal
investments for Savings Banks in New York and Massachusetts,
the laws of these states governing the investment of Savings
Bank funds being considered the most stringent. Under this rul-
ing, two hundred and twenty-five bonds forming legal investments
in the State of New York are available, a total amount of
$1,257,648,000; and $809,269,000, the total amount outstanding
of two hundred and eleven bonds in which the Savings Banks of
Massachusetts may invest.

In view of the fact that many National Banks are experienc=-
ing much difficulty in furnishing the required securities, it
has been suggested that the situation would be somewhat relieved
by including in the 1list of railroads accepted as security for
public deposits those whose bonds are eligible for Savings Banks
in Connecticut and New Jersey.

At the present time the number of railroad honds legal
for New Jersey banks is four hundred and forty-eight, aggrecat-
ing $1,800,734,000, while the bonds in which Connecticut Savings

Inutitu{épns may invest total three hundred and eighty-four, an
aggregate of $1,654,334,000,
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To recapitulate. The total amount of bonds which are
legal investments in several states is as follows:

New YOrkKe:sesoeooosossscscsssscess$1,257,648,000.

MassachusettSescosecsscccoocscsssss 809,269,000,

Connecticutesseessssnenenesesseesss 1,654,334,000.

New Jersey«ceeeeesscessensssnnssess 1,800,734,000.

Many of the bonds which form a legal investment for banks
in New York and Massachusetts are eligible also in New Jersey
and Connecticut. Eliminating those common to the four states,
we find that should Connecticut and New Jersey securities be
accepted, there will be a further contribution to the available
supply of $589,268,000.

At first glance, the amount of over $2,000,000,000 at
present acceptable, would seem to be ample to meet all require-
ments, but it should be remembered that the savings banks alone
absorb more than 354,000,000 of these securities, while far
larger amounts are taken up by National Banks, Insurance Com-
panies, Trust Companies, and other fiduciary institutions, as
well as by holders of trust funds and individual investors.
With this tremendous draft upon the available bond market, it is
not surprising that the floating supply is totally inadequate
to meet the needs of the National Banks. Acceptance of the
additional $589,000,000 rendered available by inclusion of
Connecticut and New Jersey securities, would minimize the diffi-
culty at present felt in providing suitable collateral, while
still upholding sedulously most carefully the character of se-
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curities held for public deposits.

Appended is a brief comparison of the legal requirements

for Savings Banks in the States under discussion.
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Brief Comparison of the Legzal Requirements for

Savings Banks Investments in

New York, Massachusetts, Connecticut and New Jersey.

- e e : - e

A short comparison of the requirements of the various
states may be of interest. Briefly, New York, Connecticut
and llew Jersey insist that the "issuing corporation" shall have
paid dividends of not less than four per cent. upon all outstand-
ing capital stock for a period of five years. For Massachusetts
the ten-year dividend record is in most cases of obligation.
In nearly all instances the security must be a first mortgage
bond or of an issue to retire the company's entire bonded debte.
Connecticut, in common with Massachusetts, limits investment
to the bonds of railroads located in certain states, and also
shares with that state and New York the provision that capital
stock must be at least one-third of funded debt. New York and
Massachusetts allow a certain amount of leniency towards core-
porations of the home state, but Connecticut and New Jersey

treat all companies alike.
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Confidshtial

T. J. Russ=21l.

Managzar,
London & W2s+minster Zanc<.

This was tha firsgt purely London Joint Stock Bank and hsld

first nlace2 for a long time until the policy of amalgamation and

axtension to the provinces was startad by its compstitors.

Th2 big London Joint Stock Banks may b9 dividad into three

classes, of waich the following ars sxamples:-

(1)

(2)

(3)
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London & Wastminster Bank, with 36 Branches, doing a pursely
London Busin2ss and having its branchas within the London radius

whare the changes in trad3 conditions ara mainly those occurring

o

in the Metropolis.

London & County Banking Co.Ltd. with 263 Branches in London
or within a radius of 50 nmilss. Hare the changes in trade
conditions ars influsnced by wider causes than in cass of No.l,
but the hanking accounts apart from those of London customars
ars, z2n3rally speaking, thosa of private irndividuals or retail
storas,

Parr's Banking Company, 169 Branchas.

London City & IMidland Bank, 336 "

Lloyds Bank, 527 Branches.

Thas2 Banks have connactions in all parts of BEngland and
are tharafore affectad mors directly than thos2 in (1) or (2)
by changes in the manufacturing, shirping, mining and

agricultural districts.
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T. J. Russell,
Londonmgnggggﬁinster Bank.

Thls was the first purely London Joint Stock Bank and held
first place for a long time until the policy of amalgamation and
extenslon to the Provinces was started by 1ts competitors.

The big London Joint Stock Banks may be divided into three
classes, of which the following are examnples.-

(1) The London & Westminéter Bank with 36 Branches doing a purely
London business, and having its branches within the London radius
wvhere the changes in trade conditions are mainly those occurring
in the Metropolis.

(2) London & County Banking Co. Ltd. with 263 Branches in London
or within a radius of 50 miles. Here the changes in trade
conditlons are influenced by wider causes than in case of No.1l,
but the banking accounts apart from those of London customers
are, generally speaking, those of private individuals or retail
stores.

(8) Parr's Banking Company., 169 Branches.

London City & Midland Bank, 336 Branches.

Lloyds Bank, 527 Branches.

These Banks have connections in all parts of England and
are therefore affected more directly than those in (1) or (2) by

changes in the mamufacturing, shipping, mining & agricultural
districts.
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Cbgggdential

T. J. Russell.

Manager,
London & Westminster Bank.

This was the first purely London Joint Stoek Bank, and held

first place for a long time until the policy of amalgamation and

extension to the Provinces was started by its competitors.

The big London Joint Stock Banks may be divided into three
classes, of which the following are examples.-

(1) The London & Westminster Bank with 36 Branches doing a purely
London business. and having its branches within the London radius
where the changes in trade conditions are mainly those occurring
in the Metropolis.

(2) London & County Banking Co. Ltd. with 263 Branches in Londeon or
within a radius of 50 miles. Here the change in trade conditions
are influenced by wider causcs than in case of No.l, but the
banking accounts apart from thosc of London customers are,
generally speaking, those of private individuals or retall stores.

(3) Parr's Banking Company, 169 Branches,

London City & Midland Bank, 336 Branches.
Lloyds Bank, 527 Branches.

These Banks have connections in all parts of England and
are thergfore affected more directly than those in (1) or (2) by
changes in the manufacturing, shipping, mining & agricultural
districts.
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Confifiential

T. J. Russell.

Manager,
London & Westminster Bank.

Thls was the first purely London Joint Stock Bank. and held
first place for a long time until the policy of amalgamation and
extension to the Provinces was started by 1ts competitors.

The big London Joint Stock Banks may be divided into three
classcs, of which the following are examples.-

(1) The London & WHstiinster Bank with 36 Branches doing a purely
London business, and having its branches within the London radius
where the changes in trade conditions are mainly those occurring
in the Metropolis.

(2) London & County Banking Co. Ltd. with 263 Branches in London or
within a radius of 50 miles. Here the changes in trade conditions
are influenced by wider causes than in case of No.l, but the
banking accounts apart from those of London customers are,
generally speaking, those of private individuals or retaill stores.

(3) Parr's Banking Company, 169 Branches.

London City & Midland Bank, 336 Branches.

Lloyds Bank., 527 Branches.

These Banks have connections in all parts of England and
are therefore affected more directly than these in (1) or (2) by
chang-s in the manufacturing, shipping, mining and agricultural

districts.
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Confidential

T. J. Russell,

Manager,
London & Westminster Bank.

This was the first purely London Joint Stock Bank, and held
first place for a long time until the policy of amalgamation and
extension to the Provinces was started by its competitors.

The big London Joint Stosk Banks may be divided inte three
classes, of which the following are examples.-

(1) The London & Westminster Bank with 36 Branches doing a purely
London business, and having its branches within the London radius
where the changes in trade conditions are mainly these eccurring
in the Metropolis.

(2) Lendon & County Banking Co. Ltd. with 263 Branches in London or
within a radius of 50 miles. Here the changes in trade conditions
are influenced by wider causes than in case of No.l, but the
banking accounts apart from those of London customers are,
Benerally speaking, those 4f private individuals or retail stores.

(8) Parr's Banking Company, 169 Branches.

London City & Midland Bank. 336 Branches.

Lloyds Bank, 527 Branches,

These Banks have connections in all pa®ts of England and

are therefore affected more directly than those in (1) or (2) by

changes in the manufacturing, shipping, mining and agricultural

districts.
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Confidential

T. J. Russell.
Managsr,
London & W2stminstar Bank.

This was ths first puraly London Joint Stock Bank and held
first place for a long time until the policy of amalgamation and
@xt3nsion to the Provinces was startad by its compatitors.

The big London Joint Stock Banks may be divided im o threa
classes of which tha following ars sxamnles:-

(1) The London & Westminstar Bank with 36 Branches doing a purely
London business and having its branches within the London radius
where the changes in trade conditions ars mainly those occurring
in the listropolis.

(2) London & County Banking Co.Ltd. with 263 Branches in London or
within a radius of 50 miles. Here tha changes in trade
conditions ars influsnced by wider causes than in cass of No.l,
but the banking accounts apart from thoss of London customers
are,g3n3rally spsaking, thoss of privat2 individuals or retail
storas.

(3) Parrs Banking Company, 169 Branchas.

London City & Midland Bank,336 "

Lloyds Bank, 527 Branchss.

These Banks have connactions in all parts of England and
ar2 tharsfore affectad nore directly than those in (1) or (2)

by changes in the manufacturing, shipping, mining and agriculturg)

districts.
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Confidsantial

T. J. Russell.

Managar,
London & Westminstar Bank.

This was the first pursly London Joint Stock Bank ané held

Tirst place for a long time until <he policy of amalgamation and

extension vo th2 provinces was started by its compatitors.

Ths big London Joint Stock. Banks may be dividad intc three

classes, of which the following ars axamnles:-

(1)

(2)

(3)
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TLondon & Wistuminstar Bank, with 36 Brancn2s, doing a purely
London business and having its branches within the Tondon radius
whare th2 changes in trades conditions ars mainly those occurring
in the Mstropolis.

London & County Banking Co.Ltd. with 263 Branches in Tondon
or w#ithin a radius of 50 milas. H2re the changss in trade
conaitions ars influencad by widar causes than incase of No.1l,
but th3 banking accounts apart from thos2 of London customars
ars, g3:@ rally sp3aking, thos2 of privats indiviaduals or retail
storss.

Parr's Banking Company, 169 Branchas
London City & Midland Bank, 336 "

Lloyds Bank, 527 Branches.

Thes2 Banks have connactions in all purts of England and
ars trarsfors affactad more dirscily than those in (1) or (2)
by changes in the manufacturing, shipping, mining and

agricultural districts.




Confiaantial

T. J. Russ2ll.

Managar,
T,ondon & W2stminsti2r Banx.

This wae th2 first purely London Joint Srock Bank and h2ld

first place for a loaz Lime until th2 policy of amalgumation and

axtansicn to th? vrovinces was startsd by its compsatitors.

Tha big London Joint Stock Banks may b3 divid=2d into three
class2s, of which the following ar: 3xamples:-

' (1) London & W2stminstar Bani, with 36 Branches, doing a purely
T,ondon busin3ss and naving its branches within the London radius
whara tha changes in trade conditions are mainly ithoss oceurring
in the lMatropolis.

(2) London & County Banking Co.Ltd. with 263 Branchss in London
or within a radius of 50 miles. Hars th2 changes in trade
conditions ars influsnced by widsr causss than in case of No.l,
but tha banking accounts apart from thosa of London custom2rs
are, gamrally sp3aking, thos3s of orivats individuals or retail
storas.

(3) Parr's Banking Company, 169 Branchas.

London City & Midland Bank, 336 "
Lloyds Bank, 527 Branches.

Thasa Banks have connactions in all parts of England and
ars tharsfors affacisd mor? dirsctly than those in (1) or (2)

by changes in ths manufacturing, shipping, mining and

agricultural districts.
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A lerge proportion of the checks derosited by this firm are
checks which they heve ceshed for customere, The proportion of checks in
their deposits, therefore, is very high,
The following extrasct from & letiter received from the firm, which is located
in one of the cities of the first class, explaine the conditions: {?%e cash
& grect meny teechers' and other city emnloyees' checks, & very emall pro-
rortion of which aprliee to payments of eccounts or for merchandise. Te also
cesh & greet reny checke for our customers, ss it frequently is much more
convenient than going to a bank for their funds, Many ledy customers who
receive & monthly allowence for house expenses obtsin their funde from us,
arrlying whatever might be due ue on their eccount. It is custonary for &
great meny emrloyees of menufacturing concerns, who are rzid by check to cesh
eeme in our esteblishment, Again meny cesh customers will meke & ~urchese
of & few dollars end draw & check for & larger amount, when they desire some
currency. As we have a greet meny ceshiers all over the house, and esch one
receives checks, it is impossible when they come to the counting room for us
to determine whether they heave been sprlied in whole or pert upon purchases.
“I presume thet the zbove conditions preveil to a very much
larger extent in our reta:l esteblishment than in a meajority of other con-

cerns., You will reedily see from the points enumerated that the smount of
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This ies undoubtedly the case.

checks we receive and deporit bears no relation in any way to the volume of
businese done, &as & very large amount of the checks would be considered as
'accommodation banking'.

The proportion of curreney in our bank deposits is very small,
as our heavy pay rolls are paid from currency receipts, also all other

necessary currency disbursements .»
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