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.ihre question for Congress to decide 1is whether i1t is worth while

\ 7/

to provide, at inconsiderable cost, a \ s arid safe measure of
\
relief which may save the country in J/”es of peril from destructive

losses.

The bill does not impose impp~SIfible conditions upon the banks.

J-f vOn~ress should fail take some action to provide against
emergencies, such as that throi”~"which we have passed, it would a

/ .
sume a grave responsibility,.;;" one\in which the Committee on Finance

declines to share.

Its enactment would Tfurnish evl®e/nce that Congress 1is not

unmindful of 1ts serious responsibi™ities.

The Constitution commits the whole Question of currency issues
to the control of Congress. The Congress is clearly ansv/erable for

any defects or omissions which It is n power to remedy.
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EMIX  A133  ASSEBSKP  VALUATION.
-of the-
TAThS. COUNTIKS> CITIhS AM) TOWhS W.tTL A PO?U7ATIOK or OV:.R aQ,ph
-in the-

uty I T h B B X AT K S.

In the following parses As presented:
(1) A table showing the Yonded debt of ever statet the
counties iIn each state, and also that of cities and towns which,
accordin®* to latest estimates, show a population of over hOT0QO.
Sinking funds have been ell I11iuvtod, and the statistics ~iven do
not include floating debt* This record is followed hy:
(*0 A recapitulation, which shows, in addition, the total as-
sessed valuation of each state, county, cit.v or town, and the
proportion between this and the funded <ebt*

The total bonded debt and assessed valuation of states

and municipalities heroin contained i1s as fTollows:

Defr 1o« Vali at lon.
States......... . 406, 67b, 475. 1-ab,027,339,634.
Counties....... 149,612,043. 17,546,143,062.
Citi<b3, eta.... 1,410,530,700. 22,41b,621,279.
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Of the various states and minicipalities, 516 have a per-
centage of "bonded debt to assessed valuation of 3# or under,
626 are within oX» &nd iIn 676 cases, the proportion does not
exceed 7?>>» the limit allowed by the savings bank law of the

State of hew York. The total debt and valuation iIn each case

iIs as follows:-

Debt e Valuation.
£42,719,601,621.
49,765,321,472.
54,202,925,519.
It will th< s be soon that i1n the majority of cases such
percentage i1s of a decidedly conservative character, and well
within the requirements of even the most stringent restrictions

imposed banking laws of the several states.
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That the provisions of existing law which authorize hanks in

reserve cities to deposit one-half of their lawful money reserve In

hanks of the central reserve cities, as provided in section fifty-

one hundred and ninety-five of the Revised Statutes, are hereby

amended so as to authorize such hanks in reserve cities at their

discretion to hold one-third of this amount in the securities enumer-

ated in section two of this Act.

f)
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The present National Bank Act is an evolution from nearly three quarters of a century of unsatis-
factory bank conditions.

The best features of the evolution were adopted in our present National Bank Act from the most
satisfactory results of the older systems after long- years of experience. As a result the present law has
required the best security obtainable, and that in ample volume to more than protect the peoples’
bank notes.

As a result of that protection the Government has promptly on the failure of a National Bank,
received the cash for every bank note issued by the failing- institution that had not been redeemed; and
further, in every case an important surplus to turn over to the suffering creditors of the broken bank.

If borrowers desire the use of the peoples’ money that the Government is expected to protect, why
not follow the long and satisfactory precedent of the past, and require whatever banks act in such bor-
rowing to put up security that there is no question will prove as reliable as government bonds, and
require it in more than ample volume.

What the people will insist on maintaining is what they now have, the best standard of the world,
made intrinsically valuable by the labor of the miner, and will in the end look with little favor on
opening the door to any principle that easily paves the way to the standard of the printing press; a
money that costs little to produce and the more issued, the more wanted, and the less satisfying the
need. We don't have to go far back to see the tendency of such legislation.

The greenback issues of the Government, the money of the printing press, was originally con-
sidered by many sanguine people as good or better than gold, and for a time it was so. A wealthy gov-
ernment, a legal tender, a million or more of soldiers in the field, and receiving their pay in such notes,
it is said would see, if necessary, with their bayonets that they should be maintained in value, the equal
of any money in the world. Yet many of those soldiers enlisted when the country was on a specie basis
and afterwards accepted them at par, when they were worth less than forty cents on the dollar, measured
by the standard of the world, in power to purchase anything the soldier desired to eat, drink or wear,
the prime necessities of life.

The danger hinted at will not appear if the law insists on good security and in a dearth of Gov-
ernment bonds, no more natural security can be found for a temporary currency than clearing house cer-
tificates. They have proved their value and reliability in panic times. The Clearing House Associa-
tions are in close touch with the activities and necessities of the people, and if guarded by a government
tax of two and a half per cent, per annum on the issue, and real valnes in special securities in ample
volume, and forcing banks that do not meet their obligations into liquidation, the notes will accomplish
their purpose, retire the circulation, or cause to retire from business stich institutions as have reached a
point where they are not valuable to the people.

A different course, simply issuing notes against general assets is likely to whet the appetite for
more and re-introduce the principle of fiat money, that in the past was so demoralizing to business
and prosperity.
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A BILL

To authorize the issue of National Bank currency secured by Clearing House certificates of reserve cities
and to force itsprompt retirement.

I. Be it enacted by the Senate and House of Representatives of the Untted States of America in
Congress assembled, that any Clearing House Asssociation organized under State or National laws for
the settlement of money transactions by effecting clearances between banks and for doing other business
for and between banks not inconsistent with the provisions of this act, having been in continuous
and successful operation under its present or former organization more than five years, and the banks so
united in such Clearing House Association having a combined capital, surplus and undivided earnings of
more than $5,000,000 effecting bank clearings of over $150,000,000 per annum that are situated in cities
that have been approved by the Comptroller of the Currency as reserve cities for National Banks. The
certificates of such institutions shall be received at ninety cents on the dollar as security for National
Bank notes to the extent of the capital stock of any National Bank presenting them to procure circula-
tion, and this authorization to be in addition to the National Bank Circulation which has heretofore been
authorized against deposits of United States government bonds.

II. That any Clearing House issuing such certificates shall require the note of the bank applying
for the loan of such certificates and in addition thereto collateral security consisting of storage receipts
for products of agriculture, of mines and manufactures, commercial assets, promissory notes, bills of
exchange, convertible bonds and stock and other evidences of debt and no collateral to be accepted at
more than eighty per cent, of the market value, and to be approved in writing unanimously by the loan
committees of the Clearing House issuing them, and so witnessed by the written signature of each
member of such committee, before the issue of such certificates, the said certificates to be the absolute
obligations of the Clearing House issuing them and so enforcable by the government against the Clear-
ing Houses issuing them.

I11.  Any Clearing House issuing certificates under this act is hereby authorized to assess losses,
if any, against the borrowing banks pro rata on the capital, surplus and undivided earnings of such
institutions in the proportion of such certificates received by the borrowing banks. The rate of interest
charged not to be in excess of the legal rate authorized in the States where the issuing Clearing House is
located, and a reasonable charge authorized to be made for its services and responsibility, and also the
power to promptly close out any loan where the security has depreciated and not at once been made
good by the borrowing bank on notice.

IV. At any time a Clearing House desires to take advantage of this act, it shall so declare by
resolution reciting the special cause for so doing and certify the same to the Comptroller of the Currency
and before the issue of any currency in such case the applying bank must first file its articles of asso-
ciation with the Comptroller of the Currency and have his approval therefor.

V. That the tax on such emergency circulation issued under this act shall be two and one half
per cent, per annum, payable semi-annually, and any bank not paying its loan to the Clearing House
from which the same is received in time to enable said Clearing House to retire its certificates by the de-
posit of gold coin in the United States Treasury within twelve months from the first issue to said bank,
shall forfeit its charter and the Clearing House be required to at once apply for a receiver and cause said
bank to go into liquidation and retire from business.

V1. That the currency issued under this law shall be uniform with the regular National Bank
currency and that all laws applicable to the latter shall likewise apply to the former, and the Comptroller
of the Currency is authorized to always have on hand in blank the volume of currency authorized
by this act.

VIl. That all laws that conflict with this act are hereby repealed.

VIIl. That this act shall take effect immediately on its passage.
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GOITITERATIONS RESPECTING DOOUMENTARY REPRINTS CR MOEY AND BANKING 3Y TIC. MONETARY

."The Timber of Congressional documents respecting money and banking is very groat;
thoir importance an affecting any historical view of the development of banking and cur-
rency legislation in the United States is admitted. They are used, however, with diffi-
culty, being scattered, as they are, through the document sots of the various Congresses.
Many of thorn aro practically lost in a sheep-bound obscurity. Certain of this documentary
matorial relating to money and banking has boon reprinted. Among reprints to bo notod
aro the following:

American State Papers. Finance. 5 vols. Folio. The documents embraced cover tho period
April 11, 1789-ilay 16, 1828.

Reports of tho Secretary of tho Treasury, 1801-1849. 7 vols. Washington, 1827-1851. This
reprint containd Hamilton’s reports on public credit, a national bank, manufactures, and
the establishment of a mint.

M St. Clair Clarke and D. A. Hall’s ”Legislative ahd documentary history of the Bank

of the Unite! States,” Washington, 1022. Tho latoot Congressional documents in this
compilation aro House and Senate reports made in 1820 on tho Bank of tho United States
and the currency. The legislative and documentary material growing out of the later ao™octi
of the bank war and the removal of the deposits, consequently, is not included.

Jonathan E lliot’o ”Funding system of tho united Statos and Croat, Britain,” Washington,
1845. This compilation includes extracts from various documents or documents printoc’
complete, some 155 in number, regarding the funding system of the United States.
"Documentary history of the coinage act of Feb. 12, 1872, printed in tho Roport of the
Director of the I>lint, 1896, p. 461-572.

Possibilities regarding reprints at the present time include the following:

I. A selection of documents, to inoludo ouch papers as Hamilton’s reports; Gallatin’s re-

ports;ACravvford on tho currency, 1820; Ingham’s report, 1630; Taney, on the removal of
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the4 deposits, 1833; Taney on deposit Panics, 1034; 7,’oodbury, on public money, 1834; Senate
and House reports respecting the Bank of the United states, the Independent treasury,
the National Bonk Aot, currency and the coinage.

The difficulty in making a compilation of this kind is, of course, to be sufficiently
comprehensive and yet keop within limits. There is always the danger of sins of both
comission and omission.

Il. Aseries of voTines, as comprehensive as possible, issued under such heads as the
following:

7 Coinage.

v 'ln- Gurronoy.

First and Second Banks of the United States.
Independent treasury.

National banking system.
State bonking before the civil war.

I11. A reprint of Clarlco and Mall’s ""Legislative and documentary history of the Bank of the
United States,!* supplemented by the material which came into existence after the publi-
cation of the original volume in 1032.
IV. A continuation of the Financo volumes of tho American state papers. The compiling and
publishing of this great work was a huge undertaking. The series as it now stands com-
prises 38 volumes, divided as follows:

Foreign relations, 6 vols.

Indian affairs, 2 vols.

Finance, 5 vols. /

Commerce and navigation, Z vole.

Military affairs, 7 vols.

Naval affairs, 4 vols.

Post Office department, 1 vol.

Public lands, 0 vols.

Claims, 1 aol.
Miscellaneous, Z vols.

Twenty-one volumes were prepared under act of March 2, 1831, and Joint resolution of March
2v 1833; 17 volumes under act of June 12, 1858. Tho last named act provided ~340,000 for
the continuat'on of the work to March 4, 1059. Tho sura, apparently, was not sufficient,
for tho volumes in tho various g”/sses under which the papers wore printed conoludo

with documents muoh earlier than this dato, those in tho Finance volumens coming down

only to 1028.
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3

T?lere adro4aid to be 2,464 documents in the entire colleétion. Of these, 924 are in
the five vo uines on finance, each volume comprising about 1000 folio pages, xiany of the
financial documents, of cour30, have to do with rovcnuos, taxation, etc., but they are
likewise inclusive of those on banicing and currency from 1789 to 1G2Q. Documents are
reprinted in oxtonao. A single document of 1324, giving correspondence relating to
public deposits, occupies nearly 60 >pages, or over half of one of these buUcy folio
volumes.

inhere arc errors in this compilation, probably not many of a oorioun nature. There
arc also om&acions, more especially at to the early Congresses. It might be a qxiestion
Mother, In bringing together documents on money and banicing, those papers on these
subjects should be extract©! from the present compilation and placed in the now ono, or
whethor the new undertaking should coimor.eo at the date at which the old one left off.
The coraittee of historical everts which reported in 1909 on the documentary historical
publications of the United States dovernnent ©cpooially recommended the continuation of
the /jjnerican State Aiper3, and advised the inclusi on of departmental correspondence, still

remaining in manuscript, with special refer no© to the letters exchanged with the Pro314
dent, the lieado of Departments, and the chairmen of the chief ooMnittee3 of Congress
Papei s by Jackson, VanBuren, PoLe,”~Corwin, Chase, and others, ar© in tho Library of Cong-
ress , whil*tho papers in the Treasury Department include a file of letters from the Jo*-
rotary of the Treasury to the President.

These facts arc set forth in tho report of tho comitteo on documentary historical
publications which has boon referred to. A copy of this report, with passages marked, is
annexed to this menprandum.

In one place in the report(p. 11) tho coot is given of certain of the Government's

historical publications, among thorn the following#

O fficial Records of the ./ar of the Rebellion $1, 801, 021
Official Records of the .7ar. Naval, 205. 314
Messages and papers of the Presidents, 10 vols. 257, 099
Moore's Digest of International Law, 8 vols. 56, 181
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An estimate of tho cost of printing and binding a volume of 1000 pages of quarto
sizefthe result would bo a volumo of about tho sixo of a Comerce and Navigation Re-
port)io furnished by the Public Printor~as follows:

For 1000 copies mJ9.068. 58

2000 » 10,751.72
3000 "™ 11,704.27

ﬁéﬁe@e‘%g%\ﬁ;z*loéamu&os’a ° n0t InClude thO ooet of oocviUae. How many volumes would
Of the various suggestions in this memorandum, the one respecting a new edition

of tho Legislative end documentary history of tho Bank of tho united States,” inclu-

ding tho material necessarily omitted in tho original issue, uppers to be quite feasible.

Tho continuation, or revision and continuation of the American state Papers, so far as

tho subjects of money and anking are concerned, would be at a very groat cost. It

would likewise be a notable undertaking, and of very great service to studonts of thoso
subjects with vdiich the volwaos would deal.

Hoopootfully siibraittod*
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CHARACTER OF THE REFORM DEMANDED.

To secure a wise and comprehensive reform of our bank-
ing and monetary system, we require :

1. An efficient banking organization by WhICh bank sus-
pensions and financial crises with their evil results can be
avoided.

2. Means to secure a concentration of cash leseives o
banks and their mobilization for use whenever and wherever
needed in times of trouble. In times of stress, scattered re-
serves of banks have been found useless, either for defense or
protection. The scramble of 25,000 banks in 1907, each to
take care of its own interests and to increase its own cash
reserves, contributed very largely to the panicky conditions

WI! tn general disaster.

effective means for replenishing their reserves and increasing
their loaning power at times when the need for credit expan-
sion is imperative.

3. The general cooperation of banks must be secured to
protect their own or the public interests when these are
menaced and when individual or local efforts are ineffectual to
prevent the paralysis of business and domestic exchanges.

4. An organization must be provided that can deal effect-
ively with conditions which imperil the credit and status of
the United States as one of the great financial powers of the
world. In times of threatened trouble or actual panic, the
power to control the movements of gold and the course of
foreign exchange through raising the rates of discount or
otherwise is essential, both from a national and an inter-
national standpoint.

5 We must have au organization whose influence can be
made effective by an advance in discount rates or otherwise in
preventing an undue expansion or dangerous inflation of bank
credits.

6. A currency should be provided that, in character and
volume, in contraction as well as in expansion, will be respon-
sive to normal or unusual demands. Seasonal or unusual
demands for currency or credit for crop moving or other pur-
poses have at times produced very unsatisfactory conditions
in the money market owing to the inelastic and unscientific
character of our monetary system.

7. A broad discount market must be created with recog-
nized and legalized standards of commercial paper. Recent
conditions also impose unnecessary burdens upon business
and production, and hinder the natural development of certaiu
sections of the country. These evil results are felt more keenly
in new and undeveloped communities. The lack of such a
discount market leads banks in all sections to send surplus

money to New York to be loaned there on stock exchange
securities.
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MONEY IN THE COUNTRY AND CURRENCY LEGISLATION.

The stock of money in the United States at the beginning of
April was $3,398,390,430, composed of $1,642,565,614 gold coin
and bullion in the Treasury, $707,496,445 silver dollats and
subsidiary silver, $351,921,016 U.S. notes, and $696,407,355
national bank notes. In proportions the composition of the
stock is as follows: Gold 46.3”, silver 20.8~, U.S, notes 10.4"
and national bank notes 20.5%. In other words, over 6 9 of the
stock is in specie, which includes $150,000,000 set apart by the
Act of “arch 14, 1900, for the redemption of legal tender notes.
Of the national bank notes $628,834,336 are covered by bonds
held by the Treasurer in trust and $67,573,019 by a like amount
of lawful money deposited with the Treasurer for their redemption.

In June last, the date of the latest investigation made by
the Treasury Department relative to the location of the money
stock, 35 \/z% was shown to be held by national, state and
private banks; 112 in the Treasury as assets, leaving 53 \/Z%
not in the reporting banks and Treasury, but in general cir-
culation or hoarded.

Other sta isties compiled by the Mint Bureau show that the
money stock of the United States is greater than that of any other
country and also that it is greater per capita than that of any
of the principal nations of the world, with the exception of
Prance, where specie is used to an unusual extent in lieu of
checks, drafts and other instruments of credit. It would thus
appear that the volume of the circulating medium is ordinarily

ample.
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In time of financial distress, as in 1907, there is such a
sequestration of currency that business of all kinds is greatly
hampered and in many instances suspended, and it is claimed that
if then the banks were able to supplement the normal stock by
an emergency issue of circulating medium the stringency would be
m aterially alleviated. That emergency issues would relieve
the situation to a large extent is evidenced by the relief af-
forded by the issue of Clearing House loan certificates by the
>Tew York and other Clearing House /Vssociations in the fall of
1907, the volume of these issues having been estimated at
#200,000,000. The situation was further relieved by the im-
portsion of about #100,000,000 of gold and the action of the
Secretary of the Treasury in increasing public deposits with
depositary banks, between August and the end of the year, to the
extent of over #100,000,000. During this period national bank
circulation was increased to the extent of some #50,000,000.
This evidences an addi tion to the available currency funds of
over #450,000,000.

While various propositions have been brought forward to
meet emergencies but two, in principle, have had extensive sup-
port, one for the perpetuation of the bond-secured note system,
and the other a radical departure from that system by authoriz-
ing the issue of notes based on general assets, a practical re-

vival of the Suffolk plan.
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Por nearly half a century the country has had a bank circu-
lation current at par throughout the length and breadth of the
land, regardless of the standing of the issuing bank, the notes
issued by every bank, whether in active operation or closed by
voluntary liquidation or failure, being redeemed in lawful money
on presentation fct the Treasury of the United States.

iho title of the law of 1864 reads WAn act to provide
a national currency secured by a pledge of United States bonds
and to provide for the circulation and redemption thereof”. This
law enabled the Government to borrow money at the extremely
low rate of _and the market price of these bonds is constantly
above par, a source of great satisfaction both to the administra
tion of the Government and to the public in general.

ihe interest-bearing bonded debt of the Government is
$882,667,490, and as $626,834,336 of the bonds are held in
r -at ov the Treasurer to secure a like amount of circulation
there might be a further enlargement of the note issues of
$254,033,150, or a total issue of $882,667,490. This increase
would represent nearly soft of the extraordinary increaae in
available circulation during the closing months of 1907.

As a compromise and experimental plan, every national bank
having an unimpaired capital and a 20/ surplus, with U,S. bond**
secured circulation to the extent of of its capital, the
management of the bank being known to be conservative, and suc-

cessful, might be permitted, under conditions which, in the

Federal Reserve Bank of St. Louis



judgment of a committee consisting of the Secretary of the
Treasury, Comptroller of the Currency, and Treasurer of the U.S.
warrant an increase in the circulating medium, to receive and
issue circulation notes to the extent of 125~ of its bond de-
posit, the amount issued ir. excess of par of the bond deposit
to be subjected to a monthly tax of one-half percent, and the
excess redeemed by deposit of lawful money, as noVKprovided by
law, within a definite period--three, six, or nine months--the
period to be determined by the Comptroller with the approval of
the Secretary of the Treasury. This tax should be in lieu of
all other taxes on such issues and the proceeds of the tax set
aside in the Treasury as a special fund for the redemption of
the uncovered notes of banks which might fail. On the exist-
ing bond deposit, materially in excess of 50™ of the capital
of banks in the aggregate, about {150,000,000 additional circu-
lation might bo issued. Assuming that this amount would be
kept in circulation for only three months a redemption fund
of {2,250,000 would be created. Up to and including October 31,
1907, there had been placed in charge of receivers but 475
national banks, a yearly average of about 10, the average capital
being {160,000. The average capital of national banks in
oxAstance at present is approximately $140,000, and assuming

10 oanks of "hat capital should fail, having an aggregate

circulation of 125fi on {1,400,000 bonds or $1,750,000 notes

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



outstanding ($350,000 uncovered), the redemption fund would

he more than ample to redeem every note, regardless of the
bond deposit. Deducting the bond-secured notes, the redemp-
tion fund would be sufficient to redeem the $350,000 uncovered
notes six times over. The law confers authority upon the
Comptroller to appoint a receiver for a national bank for fail-
ure to redeem its notes and assuming that holders of these
uncovered notes were general and not preferred creditors and
basing an estimate on the experience of the Department for over
40 years, a loss of less than 20%, or about $70,000, would be
sustained, that amount only being necessary to charge to the
redemption fund. The foregoing would appear to prove that the
issue of uncovered bank currency, in the manner and to the
extent indicated, at least, might be permitted without question

of redemption.
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PBQCSEDIJTGS «? THE NATIONAL MONETARY COACaSSIOIL.

Hotel Plata, Hew York City,
August 17, 1tOl.

A subcommittee of the national Honetaxy Commission, con-
sisting of senators Ale rich (Chairman), Burrows, and Lariiol,
.0 resentalives Vreeland and weeks, uni ;. Bonynge, were 1in
session at The Hotel Plaza, Hew York Citj, in -he morning and
afternoon of bnda€, August 16, and in the morninp of lues lay,
Aurust 17.

Professor A. P. Andrew submitted in proof fom the fal-
lowinr: papers and documents, which have been under ~“repara-
tion since the last meeting of the Oonnissron. These pa ers
Vo 0 exa minee and discussed bp the suboommi toe, uu the Sec-
re ary ./as directed to furnish a set of these documents in
pr of to each member of the cowraission, to be regarded as con-
fidential until published in final form b, the commission.

The list is as follows:

PUBLICATIOHS CT" TIL: *ATIOPAL fOm'TAKi QO ' TSSIOH.
I - HISCELLANEOUS

Interviews on the Banking anc Currency systems of Lngla d,
"“recce, cermany and Switzerland. (430 pa”rca)

The Public ~obts of Croat Britain, Germany and Prance, by
Prancis b. Hirst. (Gulley proof, It p.”~cs)

Articles: The discount System in Europe, by Paul . Warburg.
(43 pares)
sank Acceptances, bt Lawrence erton Jacobs. (IS pares)
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Il M ® STATES

Statistics for the United states, 1867-1909. (250 pages)

hipest of State Banking Laws, by S. A. Welldon* (Galley
proof -- uayea)

Article: History of the "ation .1 ank Currency, hy Alexander
Tana Koye3* (Galley proof, 6 pages)

111 - CAJTADA

The History of banking in Canada, Ty Poland Vorton Precken-
ridge. (310 pages)

The English banking fh stem, .vith a chapter on the London
Stock ‘xchange, by hartley hithere. (150 pages)
Statistics for Great Britain, 1867-1908. Prepared by h. me
Inglis ~algrave. L 1:.0., and "The Economist. » (Oalle\

proof, 67 pages)

V - rPJihCL

ivolution of Credit and ‘anks in Prance, fron the founding of
the Panic of Prance vmti! the present tine, by Andre
Liesse. (271 pages)

The Lank of Prance in its relations to National and Interna-
tional Credit, by anrice Matron. (Galley oroof,54 pages)

Statistics for France, furnished by the Credit Lyonnais. (Gal-
ley proof, 26 pages)

The T story and ethods of the Paris Course, by E. Vidal.
(Galley proof, 65 pages)

VI - HIKLGIUIf
The National ank »f ielgium, by Charles A. Conant. (23c pages)
VIl - GERTAhY

The Great German Kkinks and their Concentration in connection
with the Economic development of Germany, by T)r. J.
Piessor. (Galley uroof? 68 >ages)

The heich.shank, 1876-1*00. (Jubilaumsschrift) (3.6, >agcc)

CtatisticB for Germany. (Galley proof, o0 pages)

German .Ihot rial Konkinfc Laws, edited by Hr. h. Koch. (Galley
proof, 72 pages)

iscellarcons Articles on ~ormar anking. (Covering the organ-
isation of credit, directorsl fees, the land mortgage asso-
ciations. the savings banks, the co-oner&tire societies,
etc.) (Galley proof, 93 pages)
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In Re: Renewal of Reichsbank Charter* (Including articles
covering the renewal of the charter and discussions of
this subject in bankersl conventions and elsewhere,
with a draft of the bill)* (Galley proof, 83 =ages)

The Bank Inquiry of 1908: Stenographic Reporta. (About y>0

pages)
Selected Roctune to on Bourse Legislation* (Galley proof,
33 pages)
VIl - 8WILA3IBILAIU)

ThSwiss Banking Law, by Rr. Julius Landnann. (238 pares)

Roveloprient of 1he ‘'kriaj: Banking system, by Robert ~ranz*
(Omlley proof, 33 pares)

A set of 24 graphic charts, prepared under the direction
of Professor A. ?¢ Andrew.

After a full discussion of plans for the prose-
cution of the work by the Con.iionion, the following action was
token:

A subcommittee, consisting of hr* Vreelarc! (Chairman),
Senators Burrows rind Raniel, Je resentative Weeks and Rr*
Ronynge, vi/ere appointed to visit Czrndda some tine during the
month of Poptember to make a personal investigation of such
features of the Canadian system as had not already been cov-
ered by the investigations of the Commission.

It was decided that a meeting of the full Commission
should be hold in Washington about the middle of October,the
exact date to bo fixed by the Chui mar, and that at this meet-

ing the subcommittee would recormcnd that, the Commission should

Federal Reserve Bank of St. Louis
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hold meetings and conduct hearings in different sections of
this country during the late fall and winter.

The fTollowing statement of the proceedings of the ses-
sions of the subcommittee was prepared by the Chaiman and
given to the press:

A subcon :ittoo of the AationkL :"."aetary Commission have
been In session at The -~btel Dlasa for ©/o days. The meeting
was Tfor the purpose of arranging for the work of the Members
of the Commission during the summer prior to the general meet-
in.— of the Commission, which will take place ,n Ashing ton
about the middle of October. A large number of papers and
statistics, wflenh have been prepared urm or the direction of
Professor Ae ?= Andrew, were submitted to the Commission 1in
proof. It is expoctoe that the rc orts and statistics with
reference to the monetary systems which are under investiga-
tion by the Commission will bo completed and ready for pub-
lication at he October meeting.

A subcommittee was ap. ointed to make a personal examina-
tion In Canada of such features of the Canadian aystom as
have not already been cover d A, the invest gallons Mc
Commission. The subcomni tee will consist of Vreeland
(Chairman), collators duivo m and Daniel, Reprcsentative W/ eks
and r. Bonynge. The subcommittee will visit Canada some tin
during the month of roptember.

The duaii"."tan of the Commission, who is to sail for Eu-
rope next week, will complete a rungemonts heretofore made
with reference to the monetary system of ltaly, and ...lll ar-
range for additional infom -ion relating to European sys-
tems In cases where the statements already sub uttod to the
Commission fail to coyer oil the information required.

It 1s the purpose of the commission to visit different
sections of thio country <hring the late fall art! _inter to
continue 1ts investigations.

At 12 o"clock, noon, on Tuesday, August 17, 1909, the

nubcomma toe adjourned.
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PROCEEDINGS OF THE NATIONAL MONETARY COITUSSION.

Hotel Plaza, New York City,

August 17, 1909.

A subcommittee of the National Monetary Commission, con-
sisting of senators Aldrich (Chairman), T3urrows, and Daniel,
Representatives Vreeland and weeks, and Mr. Bonynge, were 1In
session at The Hotel Plaza, New Tork City, in the morning and
afternoon of Monday, August 16, and in the morning of Tuesday,
August 17.

Professor A. ?. Andrew submitted in proof form the fol-
lowing papers and documents, which have been under prepara-
tion since the last meeting of the Commission. These papers
were examined and discussed by the subcommittee, and the Sec-
retary was directed to furnish a set of these documents 1iIn
proof to each member of the Commission, to be regarded as con-
fidential until published in final fom by the commission.

The list i1s as follows:

PUBLICATIONS OP THE NATIONAL MONETAPY COMMISSION.
I - MISCELLANEOUS

Interviews on the Banking and Currency systems of Engla d,
France, Germany and Switzerland. (430 pages)

The Public Debts of Great Britain, Germany and France, by
Francis W. Hirst. (Galley proof, 19 pages)

Articles: The discount System in Europe, by Paul M. Warburg.
(43 pages)
Bank Acceptances, by Lawrence Merton Jacobs. (18 pages)
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IT - UKITKD STATES

Statistics for the United States, 1867-1909. (250 pages)

Digest of State Banking Laws, by S. A. V/elldon. (Galley
proof -- pages)

Article: History of the National Bank Currency, Toy Alexander
Dana Hoyes. (Galley proof, 6 pages)

111 - CANADA

The history of Banking iIn Canada, "by Doland Morton Brecken-
ridge. (310 pages)

IV - ENGLAND

The English Banking System, with a chapter on the London
Stock Exchange, by Hartley Withers. (150 pages)

Statistics for Great Britain, 1867-1908. Prepared by R. H.
Inglis Palgrave. P.R.S., and "The Economist.”™ (Galley
proof, 67 pages)

V - DIRAUCE

Evolution of Credit and Banks in Prance, from the founding of
the Bank of Prance until the present time, by Andre
Liesse. (271 pages)

The Bank of Prance i1n i1ts relations to Rational and Interna-
tional Credit, by Maurice Patron. (Galley proof,54 pages)

Statistics for Prance, furnished by the Credit Lyonnais. (Gal-
ley proof, 26 pages)

The History and Methods of the Paris Bourse, by E. Vidal.
(Galley proof, 65 pages)

VI - BELGIUM
The Rational Bank of Belgium, by Charles A. Conant. (238 pages)
VIl - GERMANY

The Great German Banks and their Concentration iIn connection
with the Economic Development of Germany, by Dr. J.
Riesser. (Galley proof, 68 pages)

The Reichsbank, 1876-1900. (Qubirraumsschrift) (355 pages)

Statistics for Germany. (Galley proof, 56 pages)

German Imperial Banking Laws, edited by Dr. R. Koch. (Galley
proof, 72 pages)

Miscellaneous Articles on German Banking. (Covering the organ-
ization of credit, directors* fees, the land mortgage asso
ciations, the savings banks, the co-operative societies,
etc.) (Galley proof, 93 pages)
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In Re: Renewal of Reichsbank Charter. (Including articles
covering the renewal of the charter and discussions of
this subject in hankers* conventions and elsewhere,
with a draft of the hill). (Calley proof, 83 pages)

The Bank Inquiry of 1908: Stenographic Reports. (About 900
pages)

Selected Documents on Bourse Legislation. (Galley proof,

33 pages)
VIl - SWITZERLAND

The Swiss Banking Law, by Dr. Julius Landmann. (238 pages)

Development of the German Banking system, by Robert Franz.
(Galley proof, 33 pages)

A set of 24 graphic charts, prepared under the direction
of Professor A. P. Andrew.

After a full discussion of plans for the prose-
cution of the work by the Commission,the following action was
taken:

A subcommittee, consisting of hr. Vreeland (Chairman),
Senators Burrows and Daniel, Representative Weeks and Mr.
Bonynge, were appointed to visit Canada some time during the
month of September to make a personal investigation of such
features of the Canadian system as had not already been cov-
ered by the investigations of the Commission.

It was decided that a meeting of the full Commission
should be held in Washington about the middle of October,the
exact date to be fixed by the Chairman, and that at this meet-

ing the subcommittee would recommend that the Commission should

Federal Reserve Bank of St. Louis



hold meetings and conduct hearings in different sections of
this country during the late fall and winter.

The following statement of the proceedings of the ses-
sions of the subcommittee was prepared by the Chairman and
given to the press:

A subcommittee of* the .ational “onetary Commission have
been in session at The Hotel Plaza for two days. The meeting
was for the purpose of arranging for the work of the members’
of the Commission during the summer prior to the general meet-
ing of the Commission, which will take place in Washington
about the middle of October. A large number of papers and
statistics, which have been prepared under the direction of
Professor A. P. Andrew, were submitted to the Commission in
proof. It is expected that the reports and statistics with
reference to tne monetary systems which are under investiga-
tion by the Commission will be completed and ready for pub-
lication at the October meeting.

A subcommittee was appointed to make a persona], examina-
tion in Canada of such features of the Canadian system as
have not already been covered by the investigations of the
Commission. The subcommittee will consist of Hr. Vreeland
(Chairman), Senators Burrows and Daniel, Representative Weeks
and Mr. Bonynge. The subcommittee v/ill visit Canada some time
during the month of September.

The Chairman of the Commission, who is to sail for Lu-
rope next week, will complete arrangements heretofore made
with reference to the monetary system of Italy, and will ar-
range "for additional information relating to European sys-
tensincases where the statements already submitted to the
Commission fail to cover all the information required.

It is tbe purpose of the commission to visit different
sections of this country during the late fall and winter to
continue its investigations.

At 12 o'clock, noon, on Tuesday, August 17, 1909, the

subcommittee adjoumed.
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Sec. 9. That a National Clearing House Association
may be formed under this Act in any City in which is an
Assistant Treasurer of the United States) tnat such Asso-
ciation may be formed upon petition to the Conptroller of
the Currency of a majority in number (or amount of capital)
of National Banks doing busine33 in such City; that such
Clearing House shall be known as ”“National Clearing House

Assocation of : }n mh&ll be

governed by Directors or Trustees* not less than five (5)*

to be elected by the Members of such Association, a majority

of whom shall be elected by the full nmem bors of such Asso-
ciation, and such officers as the Directors or Trustees may
select; that 3uch Association shall have power to sue and bo
sued, to have a corporate seal, to trai®ict the ordinary ous—
iness of a Clearing House, to issue Clearing House certificate
with which to. adjust balances between, and which may circulate
among its members, and which Y/hon issuod to, may be used to se-
cure the circulation of, its full members by depositing the
same with the Treasurer of the United States, or une Assistant
Treasuror of the United States in the City in whicn sucn Clear-
ing House is located; Provided such Clearing House certificates
shall be issued only against cash, or commercial paper actually
deposited with such Association, and if against commercial pa-
per at not to exceed seventy-five (75) per cent, of its face
value; that any banking association organised under the laws <
the United States or any State thereof, doing business in such
City shall be eligible to membership therein; that members shall
be of two classes------ full members and associate members; that
full members shall be held to guarantee the payment of and be
jointly liable on all such clearing house certificates issuod
by such associations as may bo deposited by it3 nenoers wit.i t.io
Treasurer, or any Assistant Treasurer of the United States to

secure cicrulation, under the provisions of this Act; that aoso-



ciate members shall not bo so liable; that all members organ-
ized under the National Bank Act shall bo held and ara hereby
declared to be full members* and that all other members are
hereby declared to be associate members; that as amongst thorn-
selves full members shall be liable in the proportion tho capital
and surplus of each full member boars to the total capital and
surplus of all full members; that such association may, subject
to the approval of tho Comptroller of the Currency, adopt rules
for the government of the association, and the discipline of its
members; that such assocation shall report to and be subject to
examination by the Comptroller of tho Currency at such times as
the Comptroller of the Currency may prescribe; and that the
Comptroller of the Currency shall have the same authority over
and control of such association a3 he has ovor national Banks,
organized under this Act*

Sec* 10. That Section 5242 of tho Revised Statutes be
amended so as to read as follows:

"No attachment, injunction or execution shall be issued
against any National Bank or National Clearing Houso Association
or its or their property before final jud®ynont in any suit,
action ot™proceeding in any Federal, State, County or Municipal
Court/

Sec. 11. It is hereby declared to be unlawful for any
Clearing House Association not organized under this Act to use
the word ""National*, in its title, and any violation of this
prohibition shall subject the party chargeable therewith to a
penalty of fifty dollars ($50.00) for each day during which it
Is committed or repeated; such penalty to be recovered by suit
instituted by tho Attorney G-eneral of the United States for that

purpose#
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Cities

**_— Boston
Albany

+ Philadelphia
Pittsburg

* — Baltimore
Washington
Savannah

*4» Hew Orleans
Dallas
Port Worth
Galveston
Houston
San Antonio
Waoo
Louisville

*— Cincinnati
Cleveland
Columbus
Indianapolis
Detroit
Milwaukee
Minneapolis
St. Paul
Cedar Rapids
Des Moines
Dubugque
Kansas City, Mo.
St. Joseph,
Lincoln
Omaha
Kansas City, Kas.
Wiohita
Denver
Pueblo
Seattle
Portland
Los Angeles

*ASan Franoisco
Salt Lake City
Brooklyn

Reserve Cities,.

Hew York
Chioago
St. Louis

Reserve Cities,
Central Reserve”?,

Total,

United States,

 Sub-Treasury
Cities*

Boston,
Philadelphia,
Baltimore,
Hew Orleans,
Cincinnati,
Seal Franoisco,
Hew York,
Chioago,

St. Louis,
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Capital

$26,060,000
2,100,000
22,305,000
29,100,000
12,740,700
6,150,000
750,000
6,025,000
2,400,000
1,925,000
425,000
2,500,000
2,300,000
800,000
4,948,000
13,300,000
9,350,000
3,550,000
5,100,000
4,750,000
5,750,000
5,700,000
4,100,000
400,000
800,000
600,000
3,300,000
900,000
650,000
2,800,000
1,000,000
660,000
3,200,000
500,000
1,750,000
1,250,000
6,500,000
13,800,000
1,200,000
1,602,000

$210,867,700

114,580,000
27,650,000
19.100.000

5161,330,000

$210,867,700
161.330.000
$372,197,700

$896,461,314

$26,050,000
22,305,000
12,740,700
6,026,000
13,300,000
13,800,000
114,580,000
27,650,000
19.100.000

$266,550,700

Surplus

$17,986,000
2,200,000
32,135,000
28,885,000
7,105,000
3,570,000
350,000
3,060,000
1,080,000
1,400,000
135,000
1,370,000
552,000
364,700
2,247,167
6,340,000
3,800,000
1,137,000
2,360,000
1,470,000
2,560,000
4,352,083
2,265,000
240,000
400,000
130,000
2,950,000
410,000
240,000
1,000,000
625,000
326,000
1,740,000
370,000
1,200,000
1,450,000
2,255,000
8,930,000
511,300
2,350,000

$151,851,250

109,768,050
17,057,000
11.431*158

7138,256,208

$151,851,250
138.256,208
$290,107,458

$488,303,602

$17,986,000
32,135,000
7,105,000
3,060,000

109,768,050
17,057,000
11.431.158

$213,812,208

Total c

"44,036,000
4,300,000
54,440,000
57,906,000
19,845,700
8,720,000
1,100,000
0,085,000
3,480,000
3,325,000
560,000
3,870,000
2,852,000
1,164,7QC .
7,192,167
19,640,000
13,150,000
4,687,000
7,460,000
6,220,000
8,310,000
10,052,083
6,365,000
640,000
1,200,000
730,000
6,250,000
1,310,000
890,000
3,800,000
1,625,000
826,000
4,940,000
870,000
2,950,000
2,700,000
7,755,000
22,730,000
1,711,300
3,952,000

$362,718,950

224,348,050
44,707,000
30,531.158

5290,585,208

$362,718,950
299.586.208
$662,305,158

$1,354,754,916

$44,030,000
54,440,000
19,846,700
9,085,000
19,640,000
22,730,000
224,348,050
44,707,000
30.631,158

$469,362,908
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In treating the finances of a country we must not confuse

the CURRENCY PRINCIPLE with i1ts INSTRUMENTALITY ,- the BANKING SYSTEM*

The former may he scientific and sound and the BANKING SYSTEM had,

and vice versa* The American currency principle must he revolution-

i1zed and the banking system reformed. A hank note currency may be

divided into two classes,- SECURED and UNSECURED or asset currency.

In effect there is no difference between a SECURED bank note curren-

cy and pure TfTiat money issued by government authority, for both are

/inflsxible and unresponsive to the demands of trade. They inflate

I__C;lgRIﬂENCY PRINCIPLE credit, being an attempt to rake money out of

AN%'THE BANKING SYSTEM paper, when the only way to do that is by COINING

SHOULD NOT BE CONFUSED. GOLD-

Miy "y -
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a right delegated by the Constitution to
Congress alone.

* ko *

this so plain that we will quote him. He says:

C, A. Conant, 1n hi3 MODERN BANKS OP ISSUE, has

"Bank notes are
*not money but are a form of credit of substantially the same nature

as bills of exchange, promissory notes and checks. They are the
.proper instruments of commercial transactions because they are the
creatures of commercial needs and are adapted in volume to the com-
mercial necessities. In this respect they differ from government
paper money, which is regulated wholly by the necessities of gov-
ernments and not by the convenience of trade. Bank notes are not,
a3 government paper money usually 13, pieces of paper created out

of nothing to represent value. They are simply the paper representat-
iIves of a great mass of commercial transactions™.
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1
I am aware that the estimates |*ave submitted have

some elements of uncertainty, and 1 may he asked what would
" 1 sy AT VIt >
. "l 9 i !
happen i1f it should he found that 1 have hee$ |y”~r-sanguine

or wholly inaccurate iIn my statements of probable conditions
and results. What shall we do i1f the revenues actually re-

ceived are less than those | have anticipated, and large de-
\Y

ficiencies are threatened? | answer with emphasis that it

*o * >

iIs then the i1mperative .duty of congress to reduce ex endi-
turec and make them conform to actual revenue conditions,

and not to impose new and onerous taxes. The legislative
1A.

power of Congfess oveRFthe revenues and expenditures will
not end wif£h the adoption of the pending hill. Congress

will he iIn session again in December, and again the fb llowing
*,}E t
year. The President has the power to call us iIn special ses-
% *k

sion at any time. The pending hill will, if enacted iInto
law,- provide all the necessary revenues required for public

expenses upon a liberal scale. No further additional taxes

<

are needed. “The imposition of other taxes under these con-

Vivi- ti-y, /tx i~ A
ditions would be dfiWise qud, uhyist, to ;eve*ry interest of the
A « .
great people™ve ™ ohredfaitl. -
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