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Prince, of Illinois: 050 copies of all publications.

Goldfogle: 10 copies of Senate document Mo, 599 (Use of
Credit Instruments in U. 8., by Kinley).

Sterling, of Illinois: 20 copies of Senate document
o, 399 (Use of Credit Instruments, by

I\’inlem

Bradley, of NHew York: & copies of all of the publica-
tions of the Commission (for persons in
his District who supplied the Commission
with statistics for the Special Reports
from Banks).

lelson, of Wisconsin: 100 copies of Senate document
lo. 225 (Special Revorts from Banks, 1909).

Lawrence, of llassachusetts: 15 copies of The Digest of
State Banking Taws; 15 cories of The istory
of Banking in Canacda, by Breckenridge; and
16 copies of "The Use of Credit Instruments,
by Kinley.

Cole, of phio: 4 or 5§ copies of The Dipgest of State
nanking laws.



IN RE SENATE BILL NO, 3023 (ALDRICH BILL).

-o-o-o-o-

The following questions and suggestions are asked and made
with the knowledge that they are in the line of technical detail,
but if they are of any importance at all they are very important,
and should be clearly set forth by the wording of the law itself

and not left subject to different interpretations b
officials. P vy succeeding

If the Secretary of the Treasury is expected to approve
all acts of the Comptrollerg and the Treasurer, as provided at the

01//( end of Section 1, it would be well to express this in specific

terms at the end in a section by itself and state that it ap _
the entire bill. a applies to

Page 2, Line 3

Bonds are to be deposited with Treasurer or any Assistant
Treasurer, Therefore should not the Treasurer issue the receipt
as at present, viz, in duplicate, and deliver original and duplicate

to Comptroller; latter to retain original and send duplicate to
the bank?

Page 2, Line 19
Can a bank issue Circulation against United States Bonds
in excess of amount of capital stock only gaa at present), ¢
727 ver

if so, would the excess (against U.S.Bonds) be taxable at 1
annum or 1/2% per month?

Page 3, Line 12

Bhould not the words "of any State" follow the words "City

e 1o or County", so as to read "by anyv City, or County of any State in
the United States?"

Page 4, Line 6

TUan the Treasurer require additional or other securities
deposited, without approval of Secretary? That would be very
arbitrary power to place in the hands of any one official. Mr.
Treat, the present Treasurer, agrees with this,

Are Coupon Bonds acceptable as security for Additional
Circulation? Many of the highest grade State and Municipal
Bonde are issued in coupon form (in denominations not exceeding
$1,000 each), contain no provision for registration, and are not
exchangeable for Registered Bonds, Any writing upon such bonds
would injure their future saleability; therefore very great pre-
caution and very explicit instructions should be provided in the
law; or else, provision made for the Secretary to estahlish rules

governing such matters,

If Coupon Bonds are to be accepted it would be well
for the bill to contain the specific words "esither coupon Or
registered bonds,"

Does the word "transferred" on page 4, line 11, mean
a transfer by delivery, or a transfer upon the books of a State
Municipality or Railroad Company, into new certificates? If the
latter is intended, then of course the bill must contemplate the
use of registered bonds only, which would be a mistake,

If Coupon Bonds can be used, would not one dstached
instrument of assignment and transfer (of title-~not of certifis
cates) to the Treasurer of the U, S, in trust for a bank, suffice
for each lot of bonds of the same kind, mentioning 80 many bondas of
$1,000 (or whatever the denominations may be) and giving the numbers
of the bonds, the same as such assignments are usually made? If
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Coupon Bonds are to be accepted and a memorandum or instrument of
assignment must be attached to each bond, as the bill now provides,
it would be necessary to execute at least one thousand separate
assignments for one million dollars of tonds, even though the bonds

might all be of one issue, which would involve a trememdous amount
of unnecessary detail and labor,

Page 7, Line 10

nasmch as the proposed amendment of Section 9, Act of
July 12th, 1882 (as amended by Act approved March 4th, 1907) does
away with any and all limitation upon the amount of circulation
that may be retired at any time, why is the provision in relation
to bonds called for redemption, any longer necessary?

In re $5.00 notes

Experience has demonstrated that the limitation of $5.00
bank notes to one-third of a bank's total Circulation, although
well-intended, was a mistake; and the proposed bill should af=
ford such remedial legislation as may be requisite for the conven=
ience of the people; therefore all legal restrictions as to
denominations of national bank notes should be removed and the
matter left to the discretion and judgment of the banks, who
can best tell what may be needed by the people from time to time,

The bug=-bear about the non=-circulation of silver certificates
disappeared long ago.

All national bank notes which the people are required to
accept and use as money (with no means of knowing anything about
the banks issuing the same) should be by law made a first lien
upon the assets of the bank (if perchance that remote possibility
should become a necessity), as such notes are in no sense comparable
to deposits made by a bank‘s own customers who do know the bank

and who make their deposits voluntarily and at Their own option and
risk.

Are the banks to keep on deposit with the ?reasurer of
the U, S. a Five Per Cent, Redemption Fund for Additional Circu-
lation, the same as at present?

delivered to banks for additional Circulation
should bﬁlinnggg; exactly like the present circulating notes, except
that they would probably have to state on their face thgt éhey zr:q
secured by "bonds"™ deposited with the Treasurer of the U, 5, an t'
that event it would probably be wise to crange the for? oftgresez;eB
Circulation (omitting the words "U,.S.bondst), so that all tﬁe n&blic
will read alike. That would preclude the possibility of e g
xnowing that any particular bank had been paying 6% for mongg- y
taking out additional Circulation bearing a 6% tax. When a et
ditional Circulation is retired by depositing lawful mongy or gi‘ua o
bank notes in th e Treasury, the additional Circulation nmay co§ n
be in circulation for a long time after a panic or emergency agh :
passed, and if there were anything upon such notea_tq 1ndi:atg hta
they were in the nature of emergency Circula?ion, that fact mig
operate to the prejudice of the issuing bank's reputation.

2 e‘gl"%%gew%gds "United States® should be inserted after the word
"jeposit® so as to read "and such Associations having 6n deposit

U. S. Bonds bearing interest at a higher rate than two percentum e
per annum, shall pay a tax of one=-half percentum each half year, .
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There are meny misconceptions oconcerning the
Aldrich bill. It ie not to be & substitute for any per-

! manent plen of monetery relief. It ie not intended to in-
terfere with anyone of the proposed plens which have been
advocated by our bankers and ctudente of peliticzl economy.

| Considereble eriticiem hee been offered to the ef-

l feet thet the Mressury Depertment would have great diffi-

1 culty in determining the intrineic value cf the vesrious

clesces of bornde which are to be effered es security for

emergency circulstion. In reply to thet criticiem, we might

' 8d’ thet the government hes todey every branch necessary to

collect thic informetion, There is slready ecsteblished in

Wacshington the Depsrtment of Commerce &nd Tebor, one brench

of which consists of the Bureau of Stetistics; ancther the

Bureeu of Coryorstiones end etill enother tie Census Cffice.

These buresue ere thoroughly equipred with high grede nen
familiar with thie line of work. On the other hand, we
heve the Inter-Stete Commerce Commiseion which cen supply
2ll the information needed perteining to our great trunk
lines.

The Netional Berking Systemr hes now been in opera-
tion for more then forty years. The objection to the
2lérich Bill by the Americen Benkere Association thet it is
‘&mpracticable, unwice and finencielly unsound, is equally
aprlicable to the Netionel Benking Sysetem. When the plan
of bond circuletion wes sdopted in 1863, the question of
. inflation of government bonds wes reised end the seme ob-
jections which were applied to the Netionel Benking syetem
at that time eare now raised concerning the Aldrich Bill.

Thie bill doee not intend to overthrow the safe system of
, - note iaaue& nor cripplp the lending power of our national
benks, nor will it creete & fictitious bond market; neither
wit: the texation provieione result in preventing this ex-

tra currency from being retired from eirculation. I
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firmly believe that our benlere ere so petriotic and broad-
gauged that the unprofitebleness of the emergency currency
when needed will rnot be considered. If it ehould prove

to the contrery the rate cf tarxetion could be modified.

During the netionel berking Act there hec been no

inflation of our public debt and Congrecs hag not made

| sny effort tc tele edvantsge of this system. Ae & result,

' our covernment bonde have commended & permiuuw in the open
merkets of thie country &nd have been referrel to by
Buropeen benkers in & most laudeble feshion. That this is
not true of wany Buropeen securities reflecte great credit
uron our netionel government. This in lerge neasure hes
been brought ebout by reescn of our Netionel Banking Sys-—

. tem. So fer ge criticism pertsining to the Aldrich Bill
being in the interecst of certein Bond Syndicetes, I might
further &dd thet for nEny years the Secretaries of the
Treesury have geen fit to accept certain clecges of State
end Railwey bonde &8 security for goverrment derosgits. S0
fer e I car leern there has been no inflation of these
issues by reason of this fact, nor have the price of these
securities been meterielly advanced by resson of this pro-
vision.

I can not see why these bonds heving proven en-
tirely sstisfectory ecs security for governnent deposits
ghculd not rrove equelly as safe for emergency circulation.

i If our netiongl benking circuletion is seafe, then this
emergency circuletion which has for its basis semi-public

bonds, should also be seafe. If such securities sghould de-

preciate the banks which have deposited them cen et any
: time Dbe called upon to put up additional security, and
failing to do so the bonds cen be £0ld by the Comptroller

of the Curremcy and the proceede epplied to the liguidstion

A
N
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of thie emergency circuletion.

Ny attention wec recently celled to another ap-
parent defect in the Aldrien Bill wherein it feile to make
proper provision for the country benlers. The criticiam
care from one of your leeling Philacdelyphie financiers..

He felt that certein clesses of €treet railwey and electric
lighting bonde, rneny of vhich are held by our country
benkers ahoqlé'be used for such purroses. Whether or not
thie additionel provision would be & wice one is a very
debatable question. T believe that meény of our country
banks todey cen comply with tlLe requirements of the Aldrich
Bill for better then is gererelly supposed.

Our precent benking system in the Oopinion of most
benkers and studente of politicel ecomomy is totelly wrong.
Our netionel benkirg currency, ec you know, ie beeed upon
government bonde, which syctem in itsel? wee an emergency
plen growing out of tle finencing of the Wer of the Rebellion.
The plan wee deviged to attract ctate and privete banke to
become netionel inetitutibne. The government offered the
note circuletion a¢ en indvcement for finencisl institutions
to become Netionel Benks.

While it ie true thet yrior to the wer certain cities
and stetes repudiated their debt, it is doubtful if any
have attempted to avoid the peyment of their just debts in
late yeears. Is it not & fact that such securities &g ere
authorized by the Aldriech Bill have elready been accepted
by Courts and Savinge Banke in severel of our ctates as
absolutely sefe investments? Why did our bankers heartily
endorse the plan of Secreteries Shaw and Cortelyou and
othere of receiving such bonde ac securities for government
funds, vhile they operly criticise the provisions of the
Aldrich Bill which provides for a similer cleses of honds for
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this emergency circulation.

While our netionel berking eystem has been the sub-
Jeet of cevere critieism from ite inception, still it hes
provided us with en ebsolutely safe currency. The one
great weskneec which it hes developed hac been its in-
lesticity. This deféct, hovever could be corrected to &
certain extent if certein chringee and modificetions of the
Netional Benking Act were acdovnted.

Whet ies especially needed and whet has proven to be
absolutely sefe in recent yeers is the legelizing of our
Cleering Fouses, €0 that theyr functions and opereations
may be approved by the Courte of our lend. They and our
Bub-Trezsuries should be soﬁegrlated that out Clesring
Foucse Asgocietions would become & rart of our Netionsl
Benking System. The country could be so districted that
our principel cities would conform with our present system
of sub-treesuries. If thie were so, &ll of the uncertainty
of the intrinsic velve of the proposed bonde to be issved
ae securities for this emergenc; circuletion would cesase.
The burden of determining their vealue could be placed upon
these Associatione . In case of depreciation or default,
the lose would be mede good by the Associstions end they in
turn collect from the defeulting benke. Of couree, under
such & provision every nationel benk.in the lend would be
& member of one of these organizations. In this way every
country banker would pe protected. The municipel end
county bonds of each district would be thoroughly investi-
gated and the country benker wovld find thet it would be
to hie own edventage to hold & certein emount of these se-
curities as & beeis of en emergency circuletion. This in
iteelf would provide & better merket for this clees of

gecurities ther hee been found in the pest.
The prideend rivelry of eech gecocietion vould mske
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them most Jeclous of each other's standing end go0od nare.
It is certain thet if some such plen were deviced the
moment any one ofseid benke wes in trouble, or the bonds
of eny one of egeid municipslitiee were unsefe, the mstter
wovld be immedictely reported to thet verticuvler district
clesring house aseccietion. If decerving, the institution
would receive immediste help; if not, the benk would have
to liquidate. This unity of interest would be & bulwerk
of strength in the hour of trovble end & most wiee pro-
vicion in timeg of inflation._

The Netionel Banking System hec its feults, but it
hae mevertheleee cerved ite purpose well by giving to us
&t & time when sorely needed, & good, safe &n? ctaple cur-
rency. I believe it hes come to stey in & modified form.
Perhaps it may be mcteriellg chenged in yeers to come, but
the fundementel principlee on which it ie besed will be re-
tained.

The Berk of Frglend, the Bernl: of France, and the
Imperial Benk of CGermeny by reeson of enjoying government
deposite do much and offer considereble &id to their govern-
mente in timee of need without compensstion. So should
our nationsl banks, organized into some such rlen &s out-
lined ascist our government in times of monetary stringeney,
because they too enjoy certain benefits, such e¢ bank cire-
culation and the receirpt of government funds.

Kinley in hie work on the Independent Treesury
says ¢ " It ie better to keep & ayatem whose evile we know,
thean to adopt an entirely new one, built on sn idesl rlan,
whose defects ve cen only guess. ™ 411 legislation ie the
result of compromises. Senstor Shermen informed me that

the Shermen Act ee hie only in neme. Qur Federsl Con-

stdtution ie the result of e.comproméise. Our early banking

-
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system wee to & certain extent & cystem of pateh-work
legisletion. Our Fetionel Benking System was copied large-
ly after & system in force in Few York Stete, which had
previcusly undergone many meteriel changes.

The Inderendent Treesury System wae a welcome re-
lief aefter the finenciel storm erising out of the failure
0f the renewal of the Charter of the Second Bank of the
United States. That it has feiled in eome particvlars to
meet present needs hac been clearly proven. Among its
benefits were the safety cf our public funds ard 2 curreancy
redeemeble in pert by gold end silver. It feiled, however,
to rrbvide an elestic currercy, which was pocsible under
the chartere of the First and 8econd Banks of the United
Staetes. As & result, we heve sdopted cerious plene of re-
lief, such ae the deposit of the igovernment funds in
national benks. Tven this has been inadequete to meet the
extreordinery strein of business conditions at verious
tivee throughout the year. Now, efter both Congrese end
our verious benker: have feiled tp agree upon & permenent
plan of currerncy reform, this Aldrich Bill is offered »no0t
es a substitute, but eimply ec & emergency plen. The Bill
hae certein week pointe, but as e whole the primeipal
object to be obteined will bring that relief and confidence
which is abeolutely escentiel in tiwes of finencisel dig-
tress. Whether the government should restrict fhe smount
of the emergency currency to be issued and whetier the
government should guarantee the payment of thie currcney
without compeneetion, when it hes declined to do either
under the Nationel Banking Act, is not eo wital to the
bueiness community as is the question concerning the de-
demption of thie curremc; in lewful morney on demend. That

this emergenc) currene] will meet thie requirement is
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absolutely certein. For it will be equal, if not superior,
to green benke for the reuson that you will heve first,

the banks promicse to pey, second, the government's promise
to rey, third, the securities themselves, and fourth, the
ggreement to redeem the same &t the United Statee Treasury
in lawful money.

It is not & theory but & condition which oonfronts«#4.

When an emergency eriees heroic meessuree muest oftentimes

be adopted to safe 1life or property. So, in the economic
work. Commercizl, Financiel, end trede reletions in recent
years have produced & condition in the body politie which
muet be met in e menly fashiom, otherwise, the failure to
sct may sgein result in untold finerncial ruin. Thet we
need to adopt for the future is scientific banking. So
many rlans haeve beern advaenced that an sgreement does not
gseem neer &t hend. The hope lies in some action on the part
:of Congrese looking towarde thie end. It is to be hoped
that & monetery commission will be eppointed during this
secsion of Congress with full power to investigate and re -
commend to our Netionel JTegisletors & system of benking
which will rot only be superior to eny other irn the world
but will aleo be readily adaptable to our financial needs
and institutions. With the &doption of.such & plen, let

it be made ebsalutely essential to the furthering of our
commerciel life. Then and only then can we rightly take
our place emong the monetery powere of the world eand begin
to gain thet mestery over foreign commerce which is Justly

our Owne.
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SAVINGS DEPARTMENTS OF NATIONAL BANKS

AND REAL ESTATE LOANS.

Summery cf Replies from Bank Officers relating therstc,
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independent,

At the same time closely affiliated with the Tational .i#fstitu-
tione and y , of this class g4 yafer govern-
ment supg W - priout sny weaken-
\ ing o f and their pstrons,
\mﬁ1 the national law and

._d

1 _henlcs has resulted in the
wE depcrtﬂenus many of which

{ orgsnizatlon : ,
) Frokln“ more rarxdly than the other

{ are f10hr15h1ng and in some
i depzrtments of the instit
{ fitable, but they ars
; ment of their .

o . : ooo.
*
;ﬁ”he aaV1ngs feature 15 entirely in keeplnp W1tb tha functions of the bank'and

th a8 lishment of these departments is filling = 1!%{ felt went, the publiec
ely being eager to take adventage of the additKehsl protection which

vernment supervision gives to their deposits. In my Jjudgment, however, the law

Lﬂ u)th‘Egould clearly define just what deposits are to be classed =zs savinge and sepsr-
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ate regulations should govern the investment of these funds. If thepeximum rete
of interest to be pzid on such deposits were fixed, the character of the invest-
ment determined and the deposits made nogEiﬂxable under certain conditions, the
people generally would derive much grestér snd more rermagnent benefit then can
ever be hoped for as the result of the existing fostel fa ingu‘%ank

Imet=~TT LOoons.

e is an urgent necessitvfor the provision of the act which limits
the amount to loaned to one firm e% coryora'ion is apparent, but #hat the law
as Lt exists today is anything buprPerfect is equclly evident. ts vrincipal
weakness is its flexibility, ang’at the same time the letter of#the law can be

strictly observed and yet-ihefery object of its being be dgsBated. \ law which
rermits a bank to loan 20 peh cent. of its tapital to ten M even orth affilig=-
ted corporations which ap€ all“dominated by one individw€l or one idea and which

would likely be affectel disastrousl) should the affa#®s of one become involved,
and yet limits defipftely the amount that can be lo#ned to one concern, regard-
less alike of itg#nherent strength, as Well &s 8 ability to collateral the
loan with unquge®ionabdble security, is certainly™subject to criticism. Is there
any reason ipfpermitting an institution to pffrchade an unlimited eamount of gov-
ernment, pgflroad or other bonds =nd yet miting the amownt thet can be loaned and
vot limi#ing the amount that can be loay d on the same securities to responsidle
borroglrs? It would indeed be disastyfus were there no limit, and\in fact the pre-
se imit in most instances im quif® enough #nd in some, entirely %po large; but
would undoubtedly seem most desireble that this present feature o law

8hould be so changed that therezahould be different linite ror the Various“aiqif of
loans.

-
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J (:gsg one thing whiceh, above all oth
preporderance of State banks is t

Digitized for FRASER

-2-

| Double Lead
Ke;bhaa%c“ﬂﬁ??bnql_gank’BB\gfchmqﬁg,xatuhmqgﬁ._f};ginrﬁ?

16717

s tige, ip\order that when tMe new currencg/pf\izm s into effect, the laws
in| §very| reépept /m ri}?ﬁ}\ﬁgaau utsz\;:e eman "6§0St§ srfahﬁ}on a the _
b ess | Ff the/banks built up aldng conseorvative lines. > M e

R T

ems to be responsible for the
ility of the Tetional ¥fi¥%s to make

casy to sce how the [pewérs of tle rovised law,
80 soon after the c a devastating war end.wHBn resl estate values were
unsettled and rmined, should have £od#*4% necessary to prevent a bank's

tying u unds in long=time 1lo wiich could not be marketed easily in
need. There i;?2§4gm¢&f§ﬁ:#reason existing today, however, why a fixed

real estate loaens. 1t is

ti

cportion of the carita rrlus. its of a bank should mot ba IMvestad
bwort-mereivedror T EETELE 108RE.\ /Tt is absolutely essentizl that & benk in
e to meke

a farming commmunity should be advances upon mortgeges, and where
ordinary precaution is taken, the risk incurred is hardly so grest es in many
classes of paper which can now be handled legally in lerge amounts. Of course
no institution acceptinfdemsnd derosits could survive if all or an extremely

large rercentage, of it# funds were invested in long=time real estate paper, but

between these two extremes there is ample opportunity afforded for sn emendment
to be drafted which will enable the banke to make this class of losns within resc-
sonable bounds.

Dependent uron the eround, as we are, for the rroduction of our wealth, the
gover nt prohibits us from accepling it as security for loens snd thus derrives
the Hational Menks of what should be one of their chief functions, viz: the em-
ployment of the funds of the depositors in the up~building of the country, upon
which they shrive and which makes their deposits vossible. What preater secur-
ity could the conservatiye banker desire than "the esrthon .

Even as it stands tggay, the law in inconsistent in thet it permits a bank
to make unlimited investments in bonde, which are rrimarily secured by resl estate
and yet prohibits absolutely well marginied loans to customers on real estate se-
curity. We are also permitted to lend 30 rer cent/ of our capital on the single
name paper of an individusl 2nd yet eannot acecept his home or farm as security
for even a small amount, until he has shown his inability to meet his obligations
and when in all probebility the security is no longer obtainable.

If the law be amended in this rarticular to a reasonable extent, with proper
precautions being taken against real estate apeculation and other abuses, the e~
tional Banks, and esvecially those in the country districts, will take a position
in the work of develoving the resources of this country which they cannot rossibly
occunpy today.

Trus .

v

In ad™gion to rermitting real estat
of labor of the™Sexks in our nationals

8 loans, as outlined above, the field
bystem could apparently be brosdened to rreat
advantage to themselV®mag bengfit to the vublic at large by granting
them, along conservative find within proper limits, the powers now enjoyed

by Trust Companies, Thg -2 ealgenized as they are, under the laws of the
various states are ng eetricted to My ticular field of endeavor, but sre deily
becoming more act, competitore for the comme puginess of the banke. Such

& provision woul do away to a grect extent with the present tendency of those in-
terested insational Banks to orgenize Trust Companics, which, while in & measure

http://fraser.stlouisfed.org/ s \
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}merican National Bank, Lynchburg, ‘f'i-!'e*ﬂ*a'k
.
H UMD P BT OT I~

) mthed;e\youra of m)-ﬂsr t}.aq for carry&i
}A;L{ntonyn"tfbn bidq;/:gQ oyt by you undfr date fof Octo or 9 1911,

Regarding our answers to questions No. 4 and lo. 4-A, beg to advise

that we are not entirely satisfied that national banks should be permitted

"

fe;
o
3
)
g
Q
I
o
9

to meke real estate loans at all. In the light of the information thet
we possess at present, we feel that our answer should be thrt we are not

in favor of such loans.
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cﬂho Dexter-Horton }.-’etional Benk, Seattle, Waahi—ngtoni Q‘U"(""’
/
St

Xofpter 20, RLL—

4 We do not favor commercial banks doing a savings business, but if
v
.:3:-) mational banks are to be granted that privilege under the supervision
o
Q of your department, we b:iieve thet if they are allowed to make loans on

real estate securities the amount so loaned should be within certain

lirits set by your office. We should say 2&9 should be the outside

limit.
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First Netional Benlk, Escanaba, lliohi.gunj

16717 a5
ot =
«b/‘.ﬁ-r*

.' jﬂ-ﬂ) Not less than @nor over IC@ with an arbitrary limit of@o@ the

legal limit of loans, forcing as much as possible s small loans well

), scattered. We, here, especially need home bui lding loans.
&

; >4 41) Not less than @nor over l@until it was tried out, unless segregation

and restricted investment prevail, in which case a larger percentage, say

¥

| 20% or 2@01‘ savings should go on real estate.

Our reason for opposing segregation of savings deposits and restricted
investment in savings bank securities is that a very large proportion of our
deposits are savings deposits and it would materially cripple this community
80 far as loans are concerned if we could not loan locally and, as I under-
stand it, savings bank securities are confined to bond issues and fixed invest-
ments.

This county is rapidly developing and if our entire savinge deposits amount-

ing to over $1,100,000¢ were cut out of the loan loan field, development would
be very much retarded. In fact, we believe that the present arrangement is as
good as can be devised, provided a reasonable rercentage of deposits could be

. loaned on first mortgages on real estate.

\ | ‘Leslie French,
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ScandinaviansAmericen Netional Bank of Minneapolis, Minnita Ctu €

ng 2. (A} Yes not to exceedxsdé)
g 4. -(-x)and reserve should be required on sevings - same percentage as is re-
quired on other deposits.

/

/ /
Ve have in same office 7 & Stete/ Mutual Sevings Bank, entirely sepsrate
Y4
organizaticns, but practicelly under the seme management .
It would be better, much better, in our opinicn for all concerned if deposits

in savings department might have protection safforded by our capital and stock-
holders liecbility.
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//f Merchents National Ban§:)71ckshurg, Missieedppi. Iiii“
Z 5 .
; 2. &7 Under proper restrictions and safeguards not to exceed fi™¥ ver cent of .
L_” capital stock.
_ / 4. |#) Loan '?prOperly safeguarded as to percentage of value of property. j
| Our savings benk is owned by almost the same stockholders as o ational bank
‘ and has same officers. We operate in same benki om with S .
sep:rate clerks, books, etc. and we er§ exsfn the same time by national benk
examiners.

qu;;a’;ﬁur inquiry, addressed to the cashiers of the national benks, under
dete . .

I am afraid that I may not have made myself clear in filling out the blanks,
b, ( but I want to say, first, that I am very glad indeed that this inquiry is being msde.

\\NMQ§W9 have had, almost since our organization as & national benk, a savings depsrt-
' ment, which is owned almost exclusively by the :;Eiyholders of the Merchsnts lJstional:

I the name of this benk is the Peoplee Savings Ba Loan Company. 7 This ben®¥ wes or- |

| ganized for the purpose of taking care of real estate loans, whicéh in this section of

/ the country is a very valuable part of our business. The bank was remarksbly success-

| ful from the start; we organized with $50,000 capital, and now have $60,000 capitel,

. $50,000 surplus, $60,000 undivided profits, and have paid {Ddividends since the first
year of orgenization. Our savings deposite at this time are about equal to the com=-
merciasl deposits in the llerchants Netionasl Bank.

Z il

9
r

For several years we had considersble trouble and criticism from the COmptrolleﬁa
Office, as we had the two banks in the same-room, and at that time the savings bank
. was not being examined with the national. We sugpgested to a former Comptroller that
. he examine both banks at the same time; since thet time this has beém done, =nd we
i have had no further trouble.

The only way that the savings benk business is reflected in the Merchants National
is the amount of cash that they carry on hand. We report this as "due savings bank"
in our report to thepggmptroller'u/gfice. R

We are heartily in favor of allowing national benks to lend a certsin percent of
J their fundes on real estate collateral - of course this to be strictly safeguarded,
both as to the percentasge loaned and the margin in the real .estate collateral offered.
~ If you are familiar with this section'of the country, you will realize that this style
. of loan is almost necessary, as our country is almost wholly agricultural, and it is
. very hard for & commercial bsnk to make loans that are not secured by real estote.
‘ E—i—noe_zha.ozsanizui.on of our savings bank, however, we heve never taken real os

S——

- Wloans in our national benk.
! We fE%Sf and more convinced, each day, that the Comptroller's office is in t ﬁ
| hends Of a men\who wants to make the national benk system both &s Strong and ms- ef-

\ £ as possible.’
Respeetfully,| 7. W. MeCoy, ?éahier)

”~
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™
T¥First National Bank of Albany, Albeny, Mi?smia @QJ-*-’[J"

In my opinion & first mortgage loan on reel estate not to
exceed g-;ay per cent. of the value of the land is the safest
loan that can be made and cashes as readily as sny paper on the
market.

If a country benk wishes to discount any of their psper and

heve real estete loans, they are more easily sold than any other

peper held by them.

In the case of personal notes a country bank is required to )
endorse before they can sell them.

Again it puts a nationesl benk at a disadvantage with;tate
benks snd forces them to give up some of their best customers to
stete banks because they can accommodate them with real estate

loans.
¥oure-very truly,

/u. ». Whaley, )

A

QB ahie;‘,
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\/ Nationel Bank of Ashland, Ashland, Nebrmw.j @iﬂéyr

Oqtiaber-10,"1911.

2. K!@woum be a liberal amount; 15%would more than meet our requirements.
That emount of loans secured by good mortgages would enable us to meet
a reasonable demand and would really strengthen banks as they could

take some of theee loans instead of investing in commercial and other
paper that they don't know so well.

— .|

% I am to the answer in your circuler "

. enclosed.
i

ng the liberty of adding a 11t

I have slways be
t sure just what t

f a national benk for some twenty five years

be properly managed but with as little re
ings as possibdble.

» Very-respertiully , /

7y P, R, White.)

- SRS, S =

\ in favor of
, take time from

e
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@aremont National Bank, Cl’ar nt, New thi—rel QQJA/CW
Oeteberla 133,

u‘nmi tted to national

mends )wg beg tc say that our experience of aoneyaars with a sav-
nge depsertment has shown that it is a branch of business which can be
handled without interference with the commercial department, enadbling us
to serve a consjderable element of the population advantageously to
them, and with a fair margin of profit to ourselves.

L]

S X We sincerely trust also that you may see your way to recommending
Q¥

our report, in connection wth proposed thanges in the National Bank-
ing Laws, the enlargement of thq powers of fiational benks in other direé¢-
tiolq. The increasing €omretitipn of statp chartered benks whigh are
able % handle linegAf business {from whifh national banks are
a handlNap on the Xatter which oukht to Je, it seems to us, remo
have notoy with gratification, expyessigns, coming from the Secre
the Treasulg, Lo the effect that bépksfoperating under a federsl ¢

should be giMgn the privilege, unde oper regulation and control, Voffrer-
forming agff lepitimate banking funct¥on.

fke for examgle our own comrmyii having a population of 7500 s

by tyd netional banRy each having g savings devartment, and by one St
tered Mutual Savige Zenk.) Jf we wyre empowered to do a trust bls\-
ngs we would be able td\get somef custom {n the way of handling trus
fcting as executor under Wills, #tc. and pPRrform a local service of
to the community; but the Sgouny of such bujiness is not large enoug
bable to warrant the organishtin of a separde company with edequa
tal. Q‘Jur present capitel, fAgilities, organiNyation and the rublic
dence enjoyed by our institutiBn, if aveilable \would enable us to
Trustee with the minimum of efpense and a greatey degree of securi
patrons than an independent Qrgenization with smaMler capital could well fur-

.\\ e,

Frank H. Fost uex;)
(—¢alhxer,
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\\ Ihé’bitizena National Bank, Tiijpn. Ncﬂ'ﬁgnpehire::jx S g s Ao
Ociober lés—334l].

n. 0 u L]

o your interrggatories than the re J
ke the libperty pf writina” Yﬂu.

p +

ﬁggrhas no vfhga department

In answer to question 2 it would seem as though 10 or 13:)of the capital of the
bank perhaps might be loaned on mortgages, but I am not in favor of a very large
per cent. inasmuch as commercial banks should confine themselves in their business
department to commercial paper and quick assets. I will amend the answer some-
what, however, by answering question 3, by saying that I would favor an amendment
to the law specifically authorizing establishing of savings departments in national
banks, in which case I would favor restricting real estate loans to, say, ng)of
the deposits in such savings department only, in which case I would fevor keeping
of the savings department accounts separately from the commercial accounts, which
could be easily done by savings ledgers.

il i

r‘f this State theAaw -PETN akipes banks and national banks to gperate in
the pame office, b 1s0 requires that twice a year oxemrameions sh be made
simyltaneously by/copgmittees from both banks. I have been expga#Mng however, that
| somp legislatiof might bg enacted.td Forirtd 8 agpetiation in the same
»\| office, althgligh pepsonally VW Y 1ctions as to aminations which obtains
_J| infthis Spete I caghot see any danger therein.  Perpif me to say, however, that _
iy the #fiell commyhities like our own it would be af axpensiva hardship to require | &
Btitution like ours here to Ope rate in separatpempd ' 0,
it would mean™@ HOTC & Ve equinme XXX * f any legislation was recom-
Liﬁihed it might be along the 1lime of authorizing™s sEV1nga department in national

banks, which would then rermit a national ahd savings bank to consolidate under a R
netional charter, and continue the savings department under said charter lawfully.
Unless some such provision as that is made it might mean in some instances that :
the savings bank might have to either go out of business or content itself with in-
adequate facilities and ssfeguards.

i It sgems to

t it might bve allowable 1so to even further extend nati

executop, t N acity. ;-ﬁ‘ppre .
fact thht $his last § ately acezvgufﬁe orpodl t#dn of many
nies, bu fational ba
money of estates in
ably equipped, and therebdy materis

wself furt in the mat™er should you care to correg:’/)

Very Lruly yeurs, Q Cass, aehier, a8
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Doub! 4>
/_p/l(eene Nationa%k Keene, New Hampshire 1 @-U‘VG 7
o
We return herewith fj#led out, your circular of the 9th in elative
to the savings dep: ents of nationsl banks.
the board here, in refer-
\ ence to savings department. ‘ t in a nationel

anks doing a legitimate
\ business in different co i here, for instance. This benk
pays but 27 per 8, and they are demand obligations, sub-

Ject to with is presented. We have in this town, two good

. W, : . T These-peeple are
)

.l With deposits payable on demand, it would be very
risky, in our opinion, for a national bank to allow any portion of these deposits

to be tied up in real estate loesns, which are not even a moderctely guick asset.

| stm&gpgz,e»m‘»;}w
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9th, answers to

The law in regard to real estate mortgages as security for loans by
national banks should certainly be changed. It is somewhat immateriel to
the national banks of the country - speaking from my own observation, -
whether or not they be allowed to invest in resl estate mortgages, thet is
whether they be allowed to make permanent loans on the security of real
estate itself, giving no thought whatever to the person owning the real es-
tate. The country banks, howeveor, are very much hampered in their business
by the law forbidding them to take real estete mortrages as collateral secur-
ity for temporary loans. . phtan. hannes SBUBEE I Ra oI e v ke o0t e e
RS SRRV po40an on his note, and is perfectly willinetd give, A
as additional security, a megtgage on a viece of propests=Hs owns himself or <
a mortrage which he may have t#een as ap ¥stment., It may be that his note
18 perfectly good, and the bogrd-ef Skmac ors, or discount committee, of the
bank would unquestiongbly*®tscount the note" dthout security, but is it not bet-
ter to take all.th®“seccurity which may be offered, T Quble may arise between
the timg.ef“the making of the note =nd the time the note falls“@wue.

"y AE o =1=

ere is still another cagejn which the law works more hardship, apd]that
is the case gfp depositor defiripe a temmorary«¥®en and beingMnable of upwilly
ing po oblein gn endorsemeft on hfs note, bw# being rerfectly”wllling £o ehve 4 | \
mortgaggras adfitional Mecurity. [ In th# case thp board #F difectopb are| fofced. o)
to galgf a choipe bejpen loaningfthe p#hey on the fnen'shsecurkd ndte or refus- o
inggfhe loan andferhaps, thus flogdfie a depositoxn: ercas, if W8y were allowed
to Take the security, there woul® be no question about their making the losn. *

Ve, therefore, very strongly urge that, whatever be done about the law
aldowing nstional banks to invest in real estate mortgages, the law should be
amended to allow them to take real estate mortgages as collateral security for
temporary loans.

-\\Hﬁ«...
o <deowrs-rerytruly,

Ceslie R. Palmer,/reaident)
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W Nationel State Bank of Troj) Troy, Yew Yerr. | X/4Ceulr 49
| ‘ _ 0ctPher20.50913. -
52;. T We

are strongly against any amendment to the law allowing national banks
to invest any of their deposits in real estate morterages as we do not
consider mortgages a proper investment for strictly commercial banks,
nor within the spirit or intent of the )&tioml/Bank ct.  Assets should
be as "liquid" as liabilities. - ' : *

éztu (4} We are opposed to any amendment specifically authorizing establisiment of
savings departments or allowing sny investments in real estste mortpages
and also to the segregation of such deposits and restriction of their in-
vestment. b

Supplementary to the specific answers to the questions in géur circular of
Octobgr 9, 1911, we have to say: The first questions are ingfregard to "Savings"
deposidg. The New York Stete law at present will not allgw us to use the word
"Savings\; we never have used it and do not desire to.. We have now, and we
have had Nver since this bank was established in 1852.s a State bank, a "Special
Deposit on\[nterest" department in which we issue nsfs books, These deposits can
only be drawh when the pass book is presented witf' the check or order. Our regu=-
lations so not\reauire or provide for notice of#withdrawals. We also issue Certi-
ricates of Depos\t bearing interest, payable #h surrender of the certificate when
properly endorsed.

All our deposits axe payable stric on demand, without notice, whether on
| certificate or on pass book. Ve do ot pay interest on daily balances except on
, local municipal accounts Wad a few gfher accounts to which special reasons apply.

! Our "Special Deyposit" dengr1 fent is used largely by customers who have funds

| for which they have no immedigMe use and on which we would not pay interest if left

! on their business account, V@ Ngve depositors in our "Special Depoeit on Interestn

| | derartment who have dealth #fith us\{hrough three generations, and we have always
found these "Special Depgsfits on Intdxest" the most stable in every panic.

We are opposed to Any amendments to the law specifically authorizing the estab-
lishment of Savings JBpartrents in national Manks. The old Stste banks had this
"Special Devosit op/Interest" department long Mefore the nationsl bank act existed
and we have contiied it after our conversion to™ national benk under the National
Bank Act.

\ We would/hot favor segregation of these deposits no restriction of their in-
. vestment. Me find the general public thoroughly posted on“Swhe law governing national
| banks, apd that the published reports are understood and crit™glly scrutinized.

Wgfdo not believe in gusranteed deposits nor preferred deposits wgd do not think
thery should be any redical changes in the present law under which natidgal banks are
now/universally safe and prosperous. There will always be a few minor e3 eptions

der any law. ' g

Respectifuldy,

K Hen: quv;n>
< T R - < aahier,
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. £., New Yori.|”

Tew York}%éctL i1, 1911,
— - red

alative to

~

we are not

-

’

/

f
in favor of the establishment of savings depertments in national banks
for the reason that they are not needed in the cities, and in the country
the money might be invested ill advisedly, so that we think it is much

2 better not to alter the regulations of the Wational Banking Act in this

respect.

.\
N\
N
L
\ ’
:

—— ' ' ChQB,& Olneyf \
\ . 4 ____..--"/
———————

L:fice fresident,

Memo. :

It will be intercsting

follow this idea.

LoOoI‘I.
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/ First National B@. New York, New Yo-rkl 8\%21 W

ns in relaVvon to subject.

Replying to your inquiry No. 2, we would favor an amendment to the
law allowing national banks to invest in real estate mortgages only as a
means to an end, namely, the adoption of a new comprehensive banking and
currency law, and in that case would limit the investment to 10@01‘ de-
posits.
Replying to your inguiries Noe. 3, 4)and 5, there would seem to us
to be no occasion to amend the law specifically authorizing the establish-
ment of savings depertments in national banks. The establishment of such
departments which has already been made in various places is designed, we
\ understand, to meet the competition of trust companies rather than that of
\ savings banks.
\, Respectfully,
e 03 C. D. Baokg—l:_")

. q;shi ery
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6 Netional City Bank of New York, Yew Yer®. | 5§14 Cruliva
. g October T8;-39317

{ | Ve beg {e\reply seriatim to the qpfdtions askegy in your

tter of the
/" " 9th [nstant

/
* | 1. | Dogs yoyr bank refeive gavingt depgsits?
{ swer./No.
2. § Vould you Savor an amghgfment to the\JAw allowing€ nationa to in-
; vest g cgftain percenfgee of their deposits i real estate tgages?
| If soj fhat per cent”®

/ Answqyf. For hagks of the tyn&"‘?“f‘hu National-€ity Bank, we do not
; // Possibly for the sake of banks in some of the States,
whare the comnmnity iu almost altogether & farming or agricultural one, it
might be desirable to permit banks to lend their depositors or customers upon
their notes, secured by mortgages on their farms.

We are inclined to believe if this were permitted, the totesl amount 80
loaned should bear some relation (we are not prepared to state exactly what)
to the amount of the bank's time deposits. We are unable to bring ourselves
to believe that deposits withdrawable strictly upon demand should be loanad
on the security of real estate mortgeges.

f- Would you favor an amendment to the law specificall 0rizing the
agtablishment of s-vings departments in nations Enks ?
An « Under rigis restrictions in regard @ the investment of the
funds deposi®ed in such departments, - yes.
=4
Vfﬁﬁ,=4° Would you favormgstricting regi®state loans to & certzin percentage
_ v + of the deposits in ®™agh saygeRs department?
! g;r Answer. Not necessarilPp®g the deposits of the savings department,
! but we are of the opiniog#hat th@wghould bear some proper relstion to the

ff‘ total of all the time g@®posits of the Dagk.
>, If so, what pags€entage?

; Answer. Wgsfire not prepared to say.
.?"

5. Would gou favor the segregation of savings depositd®™agd the restric-
\ G tig of their investment as provided by the mutual sevilms bank laws
! %f\ gf certain Stetes?
‘ o Answer. Yes. 7]
\ ?t( I
\ . SN Respectfully,
| k= " Arthur Kavanaugh, —
\\\ %L, £ o
™\, ﬁ/? e ashier, '
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f/hﬁg Chemical Nation%%faank. New York City. [C2¢4bé;1f

October-345-1911,

o~

3577?

Question
bask

: ] . t
fiﬂ we appreciate that national banks loceted in small towns and villages and in
‘rural communities would be benefitted if they were permitted to invest a cer=-

tain percentage of their deposits in resl estate mortgages, but, as flexibil~-
ity and a2 liquid condition are the strongest features of any benk receiving

1 deposits from the publiec, payable on demend, we believe that the general prin-

| ciple that a bank should not loan on real estate morterages is a sound znd cor-

\ rect one, the country over.

[i 2 firs
|

Ve can also appreciste that banks located as sbove-mentioned would fevor
, an amendment to the law authorizing the establishment of savings departments
in national banks, but it would be necessary that the books should be kept

% distinct end separate but if savings departments were established, it would

} be well to restrict the parcentage of such deposits invested in real estate

loans to not more than 280))of the total amount of the savings department's
deposits.

2 :5 -—*{\ ‘ - your—form,
- we can appreciate that certain benefits would accrue to the banks and like-
\  wise to the community in certain sections of the country, if such amendments
~ were passed. On general vnrinciples, however, we are opposed to the passage
\_of these amendments. : ' :

Regpestfudlyy—

to WY /' J. B. Martindale, .

; g / ')
r' N

\ f;eaidenE,

S—
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)/ (/_;né First National Bank, lantua, Ohio. !
1,

I am not so familiar with conditions in the cities, but in

country places it is almost absolutely necessary that national banks
be allowed to loan to some extent on resl estate. It is the best
security we can get and if we shoudd need to dispose of some of our
paper, nothing would be cashed quicker by city banks than good resl
estate paper. The fact that we could not legelly teke on real estate

secured paper has csused us most of our losses.

This.is.a.enedd bankx. l1o6sate® Tn a farming count and is owned f
Ting country

- - 3 o ity A AR

almost entirely by farmers. There are but mwuau MyseTr Clplaigd.

.

Ourh_ggﬁéﬂiﬂlﬁzirc”!BEE"ﬁT?ferant than in many g%er piaces. Am not

ittur directors have talked the matter of resl estate loans over carefully
and are unanimously of the opinion that they choudd be allowed. Pos-

8ibly they should be restricted to towns of'leaa than 25,000 or some thing

I like th&t. LE " - - _— e V=R LRI - ohet: el JA18 GO LoD LSl 68

| e

| | liquidatTme~when jts charter runs out in a year or two_pnd taking s State
'i f charter on account of the real oBT: Qan_leeture of the National Benk

i | Act. The national bank system ghotld be made so good "Emd.mget the needs

1

‘ of the people 80 closely at it would be preferred to the State system

| of various kinds thet we now have.

i We appregitte the efforta that have been mada undar your adminiltra-

! tion to impfove the banking. e ‘ ;

Oan Wl L LLEE - { i

s |
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! ( e ledina County Natio Bank, Medina, omol c‘,‘.i'],,(/
j .

0 - -

In connection with the enclosed statement as to our vigwf in regard
to savihgs deposits and the legal right of national pefiks to take real
estate mortmgges under the law, I feel it nece sary to make one or two

statements in addi¥heg to the other infgefation enclosed. Mortgages

e ——— B
——— e ——

losns made by national bank3Nip le na, and I understand some few other
places in Ohio, are made on #8mand, X the agreement with the person
borrowing the money, theft they shzll have ond™wgear to get the money after
demsnd for same hp€ been made, providing the obligatidmg of the mortgage

are fulfillegX This method does not tie up ascets for s lon{ime any

== e ——— ——— 2

more t ordinary notes of a years time would do, and as there is a Pra-

vi#ion for renewal of the notes, paper can be kept clean and fresh and fre-

%%%?E}y endorsed notes cleaned up or renewed. \

—

I am not in favor of any amendment to the law specifically authorizing

the establishment of savings departments in national banka.';;icuu-f-uun

- be uch amendmen tically written by the present
-~ y Dy _the pr
efficiewmmw-pouticiam in Congress.
| | The . of obeying the law, and

. to t d not be placed on the stat-"

utes end - their

3

C% Without the aid of any legislation, or any other laws than those of
good business sense, a large number of national banks have instituted sav-

ings departments in their institutions, prospered and done well. Would

it not be just as well to give them the legal right to loan on real estate

P

and then let them alone?

T, e ﬂii: Hendrickson, éaahierv
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v ;Firat Nationdl Bank, Cenal Dover, Ohio. Qo Koy

iyculer letter of the 9th inst. rgl tive to mortgage lo iou 1'

(‘M v ! - i
imporpance to every ‘€mell benk =

In #1lmost every instance, our basis of credit on local loans is real estate,

i
1)

&3" and if we had been permitted to secure a preferred lein on this class of property
__9 in the first instance our percentage of loss would have been reduced Tﬁf} In.
gﬁ) addition to this we have lost a very large amount of savings deposits, and other

Q profitable business, by not being ablé to assist the young men of our commnity
to build homes after they had accurnulated half the amount needed, in oursavings
department. These young men had nothing but mortgage security at the time to
offer, and naturclly their futui-e business would go to the bank thet took their
mortgage. In many instances they later developed into merchants and manufasctur-

ers and prosperous farmers and th-t little mortgage on their first investment

brings to the bank that assumed it their valued business of later successes,

# ’/
// i ,/ - state and group conventitns I haVo~dediad on this subjec th hun=-
x '/
3 dreds national bare om the smaller cities and heve yet to find one
W |
would not welcome a law permitting.them to toke MUIrTDTDe Rdgr proper restrict-
_-ﬂf”.
ions. g

1| cortafnly hope that the movement inangur:-ted by yetﬁ't department “1'1%‘7
mllt in Some frvorable legislation o@_ﬁm BL.bd’éct. ﬁ / >y
FOry=—Srid-polls ,
reSr-Bereen,

bbbl ,
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I would like to urge as strongly as possible this amendment to the national
bank laws, authorizing us to some extent to loan on mortegage. In the city of
Youngstown it is absolutely necessary for us to make some mortgage loans to hold
our position in securing our share of business, but owing to the fact thet it is
generally known that national banks car#not under any circumstances make mortgage

loans a large percentage of our peoples bank accounts, both savings and checking,

go to the Sévinga/anka and /rust Qt/)mpani @s, whera otherwise the national banks
/ /

would receive their fair percentage. Iz}/ th ordg,.; 1f a d

/

[ {h s che g ac ‘
we canr;ét &cco ) a 'Iim, he will certainly go elsewhere wiW¥
}é:d business. o
Vory—rosnactfut Ty ™
SCTTT. Remmedy,
TCashierr—
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?2,% Twenty-five per cent. We think this the best thing could be
done for our com:n:r;;.r banks and would in no way injure the city
banks for it would force the privete end State banks to send to
the city banks the amount we would thus loan, giving us the ad-

vance in rate of interest.

u for taking”up the bep((ement fof n ional/,

certain per/cents ?{

real dstate AvhicH ere

" { thef’/pnva!/ ‘and Stgte banka wui be compe
thjamo #we ta of their busineu, thus

more of-ézr monez,ﬁt a better rate and a safer security.

Rt T RIS
T -Aa-An. o wa
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////;nt ﬁati 1 Bank, Fostoria, Ohio,| (Zest Lot

ORlohar Loy

L%:. have always been in favor of rermitting national benks to make
mortgage loans and it is a handicap to the country national bank not to

be allowed to do so. Our experience is panicky times, when banks were go=
ing down about us, even in our own city, is that the depositors would be
only too glad to accept mortgages in lieu of their deposits, when they
would refuse to accept their own city bonds or other form of security.

Our mortgages have been limited to farm property and our only loans on

city property are those which have been taken to secure previous debts and

have been very small.

ey
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60

. Security Netional/ Bank of Oklahoma City, Oklahomats kpilftﬁ ~—~

Lecad

Double

pe _should xg scorting to\the oy TN 5 1.0+ 11\ anewe - will
say that here in Oklahoms well secured short-time real estate mortgages areii
fully as Iiguid as any other class of assets that we have, with the exception of
grain and cotton loans.

Digitized for FRASER
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can ;
n the matter of liquidity of loans
the concerns primerily in that business, can be obtained as quickly ae resliza-

o 1t is my opinion that farm loans from

tion can be made on any other clas assets outside of the two mentioned above.
The usual farm loan requires from days to a month to close
’
digltypword .
=SeeitrerT™

The danger in my opinion is overvaluation of the land by the banker.
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i, 61
%Hillaboroj&jﬁ.&l Bank, Hillsbore, Oragmlw

[SV-5 NS RS
| Nouble Lea :
;n““ » 9 hﬁnge
—  of & ks to lo Mg
monLesoes n- B, pre-fuily han.. . dm ,10w
i - {we fevor the

loaning of at least sixty per cent of our joint deposita on real estate mort-
gages on a land valutation not to exceed forty per cent of the cash value of

said real estate. _ it

produced poL..& ~erdOperd ¥ Yed e ‘ousinessvlveron-eavporeentipe of
-*?ﬂ ranaizad \ a T e -
,z”"rd”rd'm—,’JSec. 222. Extent of Homesteed Zxemntion. _

"Such homestead shall not exceed {1,500 in value, nga®€xceed one hundred
and sixty acres in extent, if not located in town or.e ¥y laid off into blocks

and lotd; if located in any such town or city, the® it shell not exceed one
\ block; bu in no instance shall such homestead be reduced to less than twenty
acres nor oxne lot, regardless of value. . 1893, p. 92, Sec. 3:; B, & C. Sec

22.)"

Under the OMggon Exemptief law, nationsl banks in an agricultursl dis-
trict like ours aor® handigefped in not being allowed to loan on mortgages.
At least fifty per cwgh™ of our farms are small tracts of fifteen to twenty
acres and are being led so as to pay the owner a good vrofit. You will
note, under thosfove s@qtion, 222, a fermer owning twenty scres of land
which may be#Orth twenty {housand dollars, his personal note would not be
worth thgsPaper it is writtéw on, for the twenty acres is exempt, regardless

of vadde. The country bank carmqt loan a2ll it's aveilable money on commer-
cial paper in a city of fifteen hulNreded reo-bthousand. . lnhabitante with two
o .| We are forced to look to the farmer

for at lesst {?ey per cent of our loans and in an agricultursl community like
ours it would Pe a great benefit to the national banks if they were allowed to
loan to the small farmer.on mortgages, which would be gilt edge loans; it
would also be a profitable line of business to the bank. | Avitember==0T™E -

t hanal banks.in-Oreron-heie.opened. atate. sevings and. trust benks in connection
withwmmm&w“meaident of one will be vice-presi-
dent o other, vice-versa, running both national and state savings in
shma. room, d,qmmm

. i

e read the National Bank Lew and understend it to say that thisg is not

permises 111 it is being done every day. We do not-desire to open a
« Stote savings in © n with out national, - We would rather carry on our
savings Cepartment as it is n .were allowed to loan our joint deposits

on real estate mortrages. _Beifig in compétltien.with a nationsl benk connected
with a staete savings to take care of their mortgages, &nd-the hendicap such as
the exemption-law referred to, will we be permitted to loan on mortmages whic

would be“the safest and best loans possible in our community. —
rus * Ahe considpration of is 1 ur
v e 2%
Y v s e
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\__Lumbermens Natipnal Benk, Portland, Oregcn:l ? 6 7/.’ 7

ba AL LA, 62

eferring t9 your circular \letter of Oct. 9th asking us for 1n£2;mnttbn

/as per yqur schgdule, we beg to |reply as follows: /f"”,/,,a
1./Does Yyepr bank receive gavings depgsits? . . . , + o« Yes.

(a) If is your savings deparfment

operatgd as a b Q division, with sepgrate bfoke, etc.. . Ves. .
,in thq same roo ial dgperfment? . . . . . . . Yes, 0
: / (e) Ape postts subject to ~J
; withdpswal by cb . > w hfe @ owm A we e s & NOS o
; (d) Or only upon pw€sentatidmof/pass books? « . . . Yes. “f'
/ (e) Op poet” surrender of c®gtificates ~
/ Ofosit?o -....cL...I.o ........YBS- O
(£). 7 regulations ﬁfovide for ndjce L:)
B FIVIOYOWERLIIN ¢« ¢ ¢ « o o o o o' o\0 s o /6 ¢ ¢ ¢ ¢ e o o oo YeEB,

{ g) 1If so, do you enforce such regulations?™. « «. No.

T<. qulgyo Vo e 0’ lawyal)ow r ne “;_ o}: ¥ [to
B a2 goftdin peroent “of ir devosits in k2l of },-u-:r,:,'-._v 52 [ A1) )
at Per kent.

a

“We would not favor a law allowing nationgl banks to invest in rezl estate
mortgages to any extent, as we regard the investment of funds in rezl estate
mortcages a very dangerous metter for commercizl banks, and allowing any per-
centage of deposits to be so invested would lead to many abuses by the banks.
Tt would also be difficult for the banks to discriminate between its customers
on a percentage basis, whereas at the present time we can refuse all real
estate loans. If we were allowed to make real estate loans on a percentage
basis we think it would be verw’diffi?ult to draw the line at a safe propor-
tion of our loans. :

sl e oot o oot 2y 1 20 stostiomniy snreriqng e

We would favor an amendment authorizing the establishment of savings de-
partments in national banks, and allowing tHe savings d tment to loan up to
a greater percentage of deposits than the Mationzl Xenk Aet now allows; but we
would not favor a law that would specify a particulsr kind of security that
should be purchased by the savings department. Especially in our Western
country it would proscride the business of the bank to such an extent, by
limiting them to the purchase of certain high grade securities, such as you
have in many of the savings laws of the Zastern States, that it would not be
profitable for national banks to engage in savings business, —~

We would not favor 1oanp upon real estate in the savings departmeniﬁ)

e —

1)1,aﬁd\;ha-tg.tiﬁqi \
ge bank laws of cer \

For reasons stated above, we would not favor the restriction of investments
of savings funds the same as the mutual savings banks of oertain?gtates.
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WNational ank of Oxford, Oxford, Pa'

J’ -

" He we are returning to the. list uestions with out anhwe

ﬁ" 5 e 1y 0 s S i e
-reteived from you, Lmder date af the 9th inst, "

Ve answer quem "’no" because the law as it now stands, or s the
%artment now interprets it, gives us the privileges of conducting a savings
department. If the amendment suggested would come up for discussion and be
passed it would, in all probsbility, carry with it a demand on us to segregate
such deposits and compel us to conduct this part of the business along the lines
of State 7{71113: /anka, and invest the money only in securities specified for
such. This would compel us to either discontinue this department of our busi-
ness, or invest a good deal of the deposit away from this center. Ve are de-
cidedly of the opinion that ‘:re do not went any legislation thet will disturt the

present conditions.
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Ge National Bgnk, Pittsburgh, Pemoy-}nm l e ewloi—

16717

64

:#e ake pleagdye in gnclosing hepeWith answers to yeur ques i
s subml t1,64 ); « Pt Atta€hed /46 your guestiond you wi]l £An§
djtionsa er t¥ No. 3{ whick ln our ovinion should al@pd be oonaid ed.

%Tha writer has favored such changes as you suggest for some time,

and feels that under the circumstances, in this city, where nestional banks
are paying 43 on savings deposits, the law should be amended to such an
extent as would permit carrying a certain percentesge of savings deposits
in real estate loans together with chenges in legel reserve recuirements on
such deposits, which in our opinion should be 1 with the aamerroviaiona

as state institutions.
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WM’W I will say that

in my opinion it would be to the advantage of national banks in
smeller towns in the agricultural districts to invest 2 portion
of their funds in resl estate mortgages. It is our experience
that in times of depression or financial stringency, our custo-
mers are anxious for this kind of security, and that this is the

first clsss of security that the bank has been able to realize on

Tl e et

e el

in times of trouble.
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As the mejfority of loans made here are based on resl estate velues, and
as so few borrowers have bonds or stocks, or other kinds of such securities to
offer as collatersl, banks look to the value of land owned by the borrower, and
on this basis the loan is made. But as recl estate loans are some times slow
to realize on, we are of the opinion that 232 1/3@01‘ deposits.
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Loans by national banks on real estate might be all right in certain

sections of the gnitad States and empecially in the larger cities, but as

a general rule I do not believe it would be good policy. Real estate loans
as a rule will have to be made for a longer time than a bank can conserva=-
tively loan for. It takes too long to realize on real estate loans especial-

ly in times of‘depraanion.

/)
ul tiona J}a}parmittaéfzy loan ceft n pnrc tag

ey would /soonbe 1oqm94- tﬂ tE;d‘lim and tpén t '/
fix bhéy are hé; orﬁyérseb/

/ In my opinion real estate has no business in the assets of a bank ex~

€epting where it is necessary to take it in order to secure or collect an
existing debt. The present laws are liberal enough in this respect.

In savings deposits where withdrawal of same can be limited by notice
a certain percentage may be safely loaned on real estate but, where deposits
are subject to check on demand without notice, real estate has no business

in the assets of such banks. a b
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delfiveredsbefdre Virgiffia Bankers\Associatjef, Hot Sprindgs ~fune 26, 1911 and
Torth Gefrolina \3gpi€rs Associationhlgawfe Lake, June 22, 1911.) i
National Banking-Aets ' i
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the various provisions of the National Benking Aet were lived up to in

as well es the letter and if this law, which' has remained practically
unchanged sNice 1€73, were so amended that it would bétter conform to the con-
ditions of ¢ » the failure of 2 National bank wéuld indeed be 2 rere occur-
ence. /

Fundamentally, Yhe llational Bank Act is sound and wise and the best evidence
of its strength is the wonderfully small percentage of losses which have been in-
curred by depositors since organization of the system.

I am now speaking specificylly of the National Benking Act, because its most
irportant provisions serve in a \arge medsure as the basis for the banking laws
of the various States and =lso bedpuse/the future development of the bueiness of
this country demands that the scope the operatione of National Banks should be
80 broadened as to make it not only”possible but most advantageous for the various
State institutions to ultimetely énter the\national system.

That the system in its prefent shape ddes not as vet rulfill all the require-
ments is best indicated by the fact thet thero ere over twice as many State as
National banking institutions in operation today, akrd although a great many new
Tetional Banks are organizéd every year and a large humber of State banks =re be-
ing converted into Natiowhl institutions, new State bauks sre beines chertered in
such numbers that therg“is every rescon to believe they 1 continue to largely

the sp

outnumber National bgrks until the National Banking Act is ‘o amended thet State
institutions can comliuct their business profitebly under its\provielons.

Let ue hurriedly consider then a few chanrces in these 1a the adoption of
which at this time would aprarently prove bemeficial. So much being said and
written about the reform of our currency system, the need for which\is #niversal-
ly admitted, that it is quite unnecessary to dwell here upon the deta\ls of this
most important of all the needed changes in the Nationel Benking Act. \We should
observe in passing, however, that whether or not the Aldrich rlen is adodied, de=
sirsble amendments along other 2ines should be given csreful éonsideration the
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