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BANKS OF ISSUE, 3 %

In the fcllowing tables willbe found & gensral sumary, tozether with the
names and authorised ifsues of all the English, Scoteh, and
Irish Banks.

General Summary.

The following figures are taken frow tho latest available returngjes

England == Bank of England 18,450, 000*
» 12 Private Banks 482, 744

b 17 Joint Stock Banks 1,084, 836
Scotland- 10 Joint Stock Banks 2,676,350
Ireland== 6 Joint Stock Banks 6,354,494
29,048,424

-

Notee==Tho number of Privats Banks authorised to issue their-

ovn notes in England Ly the Act of 1844 was at that dato 207

Diminished in number Ly wmalgamation )
Lapsed Issuoes 190 ) CFS
Number remaining 12

The number of Juint Stock Banks (in addition to the Bank
of England) authorised to issue their own notes by the

sane Act was at that dote 72
Lapsed Issues ) 58
Humber remaining 17
—_——
The number of Banks authorised to issue their own notes in

Scotland by the Act of 1845 was 19

Diminished in numbor by amalgumation 6
Lapsed Issues ‘ 3 9
10

* Authorised note-issue beyond arcunt covered by bullion and specie ut the Bank,
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RIGLISH PRIVATE BANKS.

Name of Bank. Authorised lote=Issue,

1 Banbury Bank ‘ 43,457

2 Badford Bank 34,218

3 Bicester and Oxfordshire Bank 27,000

4 Kington and Radnorshire Bank 26,050

5 Leeds 0ld Bank 130, 757

6 Llandovery Bank and Llandilo Benk 32,945

7 Oxfordshire, Witney Bank 11, 852

8 Plymouth, laval Bank 27,321

9 Reading Bank == Simonds & co. 37,519

10 Sleaford and Newark Bank ; 51,615

11 Wellington (Somcrset) Bunk 6,528
12 York and Fast Riding Bank Y 53,892
Total 482, 744

/
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ENGLISH JOINT STOCK BANKS.

Name of Bank Authorised Nots=Issue

1 Bank of Whitehaven, Limited 32,681

2 Bradford Banking Company, Limited 49,292

3 Carlisle and Cumberland Banking Company, Linited 25,610

4 Halifax and Huddersfield Union Bunking Company, Limited 44,137

5 Halifax Commercial Banking Compeny, Linmited 13,733

6 Halifax Joint Stock Banking Company, Limited 18,534

7 Lencaster Banking Company, Limited 64, 311

8 Linccln and Lindsey Banking Company, Limited 51, 620

9 North and South Wales Buank, Limited 63,951

10 Nottingham end yottinghamshire Banking Company, Liuited ¥ 29,477

11 hSheffiald and Hallaushire Banking Company 23,524

12 8heffield und Rotherham Joint Stock Banking Company, Liuited 52,496

13 Stamford, Spelding and Boston Banking Company, Linited 55, 721

14 Stuckey's Bunking Company, Limited 356,976

15 Whiteiuven Joint Banking Company, Limited 31,916

16 Wilts and Dorset Bunking Compeny, Limited 76,162

17 York City und County Banking Company, Limited 94,695

Total 1,084, 836

EETraserms
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SCOTCH BANKS,
Authorised Note=Issue
beyond amount covered
by gold and silver

Name of Bank coin at head offices.

1 Bank of Scotland 343,418
2 British Linen Bank 438,024
3 Celedonian Bunking Gomgpany 53,434
4 Olydesdale Banking Compeny 274,321
5 Commcreial Bank of Scotland 374,880
¢ National Bank of Scotland 297,024
7 North of Scotland Bank 154,319
8 Royal Bunk of Scotland 216,451
¢ Town und County Bank, Aberdeen 70,133
10 Union Bank of Scotland 454, 346

Total (Scotch Banks) 2,676,350

— — " —
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IRISH BAIKS

Authorised lote-Issue
beyond anount covered
by gold and silver

Nawe of Bank coin at head offices.

1 Bank of Ireland 3,738,428
2 Bolfast Bank 281, 611
3 HNational Bunk 852, 269
4 MNorthorn Bank 243,440
5 Provineial Bunk of Ireland 927,667
6 Ulstcr Bank - 311,079
PO -

Total (Irish Banks) W " * 6,354,494

==z TTI=T

(From "The Stock exchange of ficial intelligence for 1907" pie 466, :
London, 1907) -
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' [FMEROENCY GIRGULATION,

There has been considerable discussion of late relative
t.c; a pevigion of the Currency Laws, The writer was a‘.‘f!;aidgate
prom the Cincinnati Chamber of Commerce to a Gomvention of
the National noard of Trade which cenvened at Wa‘shinztgn‘ in
January, 1903, and au; a member of the Finance Opmmittee called
upon Secretary of the Treasury Gage 4o discuss tle various
f‘inanci.al quogtions that had been presented for our sonaidera=
Lione Sacretary Gaze outlined in detail his views relative
to a national bank circulation, partly secured by a deposit of
graenbacks, the balance to be secured by a prior lien upon
the assets of the bank of issue, Under normal conditions
there is without doubt ample currency for the needs of
cormerce, and the plan of Secretary Gage seems to the writer
aimply to provide an inflatian of currency when it is not
needed, and not one that would be responsive to the varving
demands of commerce, An inflation of currency in t:lmss‘ of
sasy money encourages reckless speculation and when confidence
is shattered, all classes suffer alike in the panie thﬁgt mast
neceasarily follow ,

As an alternative, the writer presented the following
plan: The President of the United States, Secretary of the
Troasury and the Comptroller of the Currency de ziven
discretionary power o issue an emergency oirculation to
national banks in times of financial distress; this airmxlat']:oa
to be in form the same as the present national bhank billas;
the notes to be secured by a prior lien upon the assets of

the bank of issue, and to be Iimdded in amount to 50§ of the

bank's capital, To insure the ro®irement of the cireulation,

=

just as moon as the business distr@ss is over, 2 tax to be

Lovied on the outstanding energzencil ciradlation of asay 1%
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The Commission have not overlooked the necessity of a
careful study of the banking experience of our own country;
and wg expect at an early day to publish a series of sbate-
CLETE e, iy
ments~©L the best avthorities covering this subject fully.
Banking events in the United States prior tc the Civil War,
however interesting from a historical standpoint, have very
little, if any, practical value for us, save as warnings.

oy
In.gaying that we were not yet able to adopt a definite
plan for the United States, I did not intend to be understood
as cormitting the Commission to a policy of hesitancy or de-
lay. As soon as the preliminary studies and conferences
to which I have alluded can be had, the Commission will at
once enter upon the work of preparing a plan and report.
It is therefore evident that we shall not be able to present

a plan at the coming session; but I have every reason to be-

lieve that we may be able to make a report at the beginning
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prior to the Civil War, g " interesting from a historical stand-
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point, have very little, if any, yractical valu%A?ave as warings.

WVhen I say that we are not vet able to adopt a definite plan

for the United States, # must not be understocd as a committal of
the Commission to a policy of hiesitancy or delay. AS soéﬁ ags the
preliminary studies and conferences to which I have alluded can be
had, the Commission will at once enter uron the work of preparing

a plan and renort, It is evident that we shall not be able t§

present a plan at the coming session, but I have every reason to

believe that we may be able to make a report at the beginning of the

last session of the present Congress,

g Ty
o;{ a

%

sanity is unquestioned but who have committed ‘lhemselves to attract-

Hiese-objeetions. . will eome-Lrom tyo classes of wen=~-one vwhose
it
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(a)

One of the difficulties we will have to contend with
will be the rivalries between great cities as to where the
center of our future financial system shall be located.

But the representatives of all these cities should remember
that all centers are intere;tad first in national success,
and that our currency and credit organizations should be
established on broad and firm lines. It is of the first
importance to all that the world's financial center should

be located in the United States, where, by virtue of its
preponderating resources and capital, it should logically be
established, I realize fully that this cannot be achieved
without a severe struggle and without the‘use of the agencies
and methods which the world's experience has shown to be

indispensable in a competition of this kind. If we show the

wisdom and the vigor of which we as a people are capable,
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(b)

we may expect in the not-distant future 4o have bills drawn
on Chicago accepted by the merchants and banks of this great
city to have a value in currency in the worild's markets equal

to sterling bills drawn on London.

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

45



of the last session of the present Congress. We shall wele

come honest and intellicent criticism of cur constructive

work, as it 1s only through eriticism of this nature, and the

co-operation of thoughtiful men, that we can hope to reach a

gsatislactory conclusion. We may expect criticism of anothe

er sort from two classes of objectors ---- one whose sanity

is unquestioned, but who have committed thermselves to

attractive but impractical schemes; and another of sensation-

al agitators, wiose sole mmm stock in trade consists of ap-

peals %o class and sectional prejudices and passions, Crit-

icism in all important matters is much easier and simpler

than construction.

I realize the necessity ol action at the earliest moment

consistent with thorough preparation. We might be able to

go on in a halting way for another decade with conditions
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remaining as they are; but a grave responsibility will rest
upron both the Commission and Congress if any considerable de-
lay is permitted. Our country has natural advantaces
greater than any other; but its normal growth and develop-
ment; its industries and its international trade, are retarde
ed by recurring periods of d-oression and monetary crises
which are not rreventable by our obsolete banking methods.

It is difficult for us to realize the rapidity of the pro-
gress which has been made in every direction by the United
States within the last ten years. Take the growth of bank-

ing as a single illustration:
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purpose of dwakening the &pterest oﬁdbne business-men,
“\
of the bankers, and pdﬂﬁhe )eokle generally, in the char-

Bl d KA

acter and importance of these great questions. &=eu C
= . " s e nk""q_‘o
struct; for I am confident that this question can and
will never be settled except with the consensus of opin-
ion of the intelligent people of the United States, of
the men who have made this country so great and so pros-
perous. -
With this preliminary statement I shall call your
attention directly to the character of the M
organizations in IEngland and in France and in Germany,
especially with reference to the machinery and the
raeaia b
methods which they use to preven.ﬂcriaea.
You are of course aware that this subject has two
important branches. It has many others; but perhaps the

two most important ones are those with reference to note-

issue, and with reference to the organization of banking,
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or the organization of credif. Personally, I have no

doubt that the latter quesyion is much more important

than the former. I shall/give you, later, my reasons

for this opinion. s -

In considering the experience and the methods of ‘
f ;
other countries, our task is simplified by the fact

dae ﬂ,{/w:l’ﬁ ITMA&/ W’s"_s ""7"""'7" r‘;"' /1:

that there is almost entire umifermidy of opinion
A brk_sq 4ol o 142?
among the bankers, business-men, and political econo- >

mists (in fact, on the part of the entire people) as to
Mo e Oﬂ q:u_#,_.g,‘./ Co1ye L
the methods *

A
adgpled to—the—sonditions—wrich—tirr—tommisrion—te—$rying

to—eowers I say "almost entire uni

st

rmity", for this

reason: There is one part of the British EFmpire that

has a system in regard to bankinf and in regard to the
issuing of notes which is quité different from any of

the others; and that is Scotland.

In the opinion of mos% ecopomists, students, and

practical men who have given %hought to the subject,

the Scotch system is essentiflly a provincial one. It
congists of eight banks, with eleven hundred branches.

These banks are managed a little group of men in

Edinboro' and Glasgow, ho control substantially all
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the banking operations of the/banks and their branches

by a "gentlemen's agreement"jor central organization
not known to the law, but which is as effective in the
management of all their affairs as would be the direc-
tors of a central institufion. Vr
The Scotch system of note-issue is,iﬁs you know,
rather peculiar. The bhanks have a right;to issue notes
that are uncovered, or covered only by Eecurities of
various kinds, to the amount of their sues in 1845,
when the Scotch bank-act was passed. ?hat issue amounts
to two million seven hundred thousand /pounds, or somne-
thing over two dollars per capita of fthe people of
Scotland --- not a large or importa sum as applied .//,
to us, in view of our thirty-three /to thirty-five
dollars per capita of outstanding pirculation. All the
other issues of the banks of Scotland are required to
be covered by specie. BPBut they h4qve rather a peculiar
way of ascertaining how much specle 1s necessary.
The Scotch banks make/atatements at recurring
periods; and those statem¢nts are taken as conclusive
evidence of the amount of specie they have on hand.

The statements are madd at the end of quarters, or at
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the banking operations of the banks and their branches
by a "gentlemen's agreement"jor central organization
not known to the law, but wdich is as effective in the
manageent of all their affairs as would be the direc-
tors of a central institufion. V/

The Scotch system of note-issue is, As you know,
rather peculiar. The banks have a right;to issue notes
that are uncovered, or covered only by jécurities of
various kinds, to the amount of their sues in 1845,
when the Scotch bank-act was passed. ihat issue amounts
to two million seven hundred thousand éounds, or some-
thing over two dollars per capita of fthe people of
Scotland --- not a large or important sum as applied ,//r
to us, in view of our thirty-three'Z: thirty-five
dollars per capita of outstanding pirculation. All the
other issues of the banks of Scotland are required to
be covered by specie. But they h4qve rather a peculiar
way of ascertaining how much specie is necessary.

The Scotch banks makexatatements at recurring
periods; and those stateméhts are taken as conclusive
evidence of the amount o specie they have on hand.

The statements are madd at the end of quarters, or at
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I'iis principle was first recognized in a broad way in the

Enplish bank act of 1844, The Bank of ¥rance was given sole rizht

of issue in 184#5, Ihe Bank of Belgium was organized in 1850 and

given the exclusive rigcht of issue, Vhen the financial svastem of
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Of course you realize as well as I do that *this
question 1s a vast one; that in its collateral issues
it covers all the world; and that I cannot hope (as I
certalnly do not expect) to cover more than a very small
portion of the field, and that only in a very fragmentary
and incomplete way. But I wish tonight to briefly call
your attention, first, to the machinery and the methods
which are adopted by the great financial nations of
Furope -- especially the Bank of England, the Bank of
France, and the Reichsbank --- to prevent or palliate or
cure financial difficulties of the class to which I have

alluded. I wish also, if I have the necessary time, to
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the end of semi-annual periods;{hnd the amount of the
specie which the banks have at %hat time governs the
period which is covered. I may say here that the Scotch
bankers are among the most thrifty and intelligent bank-
ers in the world. If I were to pick out the men who,
from the standpoint of the pérsonal equation, best con-
trol and manage their instifutions for their own benefit,
I think I should select tthcotch bankers. (Laurhter).
They have a way, just bef?%e this statement-day comes, of
sending down to London, q¢ elsewhere in the Kingdom, and
having specie sent to them. It is an indisputable fact
that it is very often sgﬁﬁ in packages -~ what might be
called original packageé (lavghter) --- and goes into

the statement of the S?";otch banks; and the next day it
is returned to London.l (Great laughter.)

In other words -- and I am not finding any special
fault about this -- the banks ?f Scotland are as abso-
lutely dependent upon the Ban@fof England as are any of
the banks of England. Tor th#t reason I have grave
doubt in my own mind as to wllether there is anything in

the Scotch experience that is of special value to us.

With that one exception there is, as I say, an ab-
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"cash in hand and at the bank";

-]18a

Great; and part of profitg have from time to time

been put back in%o bank./ It is, of course, a bank of
- ’ y

the State, in that the Ctafe controls it; but so far as

its organization is congérned it is resyonsih]e to no one,

Y4
The systems of a#t these three —.oxe-;:n-mn#v éﬁ‘

ganized f9em—the—%op—%o—%he—bvttvmr--—%haﬁ-éav-zhnaugh

AT axl€C e ;1_'\_.:-;
< =4~ up to the central institutions; that

la, 10 Lo Bank—of—Sreneay—ileo—leni—efaingl .nd .

Redclhighank, These central institut

he entIre reserves of all the banks of their regspective

I—1MINK ThEfoorertsion—is-nat teeo-broad. In

statements of

and thq_

ions in each case hold

countries,

making their condition (which is done somnme-

times once & month, sorietimes once in/six months, but I

think very rarely oftener than once/a month), the banks

of each of these countries report fhe amount of their

ayd that sum is consider-

ed the bank's reserve. Except/in one case (London

Smith's bank) the cash in hand/ is never stated separate-

ly; and no amount of versvasjfon that the members of +he

Commission were able to exefcise upon any of these

banks would induce them tof state separately how much

money they had in their vits and how much money they

had at the central bhank I think there is no exception




=304

to thet rule, unless it be Sir FeYix Schuster's bank,

London Smith's. That institutioh makes a statement at
the end of the quarter, and no%/ on the basis of the aver-
age amount held.

As a matter of fact, all o:S‘/ these banks hold only
what we would call "till money%i That is, not over
three or four per-cent of the,%mount of the liabilities

[ of any of the banks, great or smell, located in any

(::7 part of the several countries, is held in specie in the
vaults of the bank. The remainder is held in the form
of a balance at the centraf bank, The men who manage

these institutions believe =-- and of course there is

think you will

sone force in their;contention, as
discover as I go on;-- that a credjit at the central
bank is better and safer than a ¢ rresponding amount
of money in their own vaults.' On

of the managers of

the Credit Lyonnais said to us that they simply make an

J
:}) ‘ estimate on one day of how much ﬁwney they will pay out
f

over their counter on the following day in the ordinary
transactions of the bank; and #n the morning one of

{
their men roes to the Bank of}France and gets the requi-

4 4
site amount of money. Some%imes they have too much, and

. ~

)
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sometimes too little, of course; but they step to the
Bank of France whenever tley want #o replenish their
cash, or deposit any excess, as the case may be. That
' idea runs through the whole system; and it is an im-
ZI> portant thing for you to keep in your minds -- that the
reserve system of these countries is entirely unlike
ours. It is in universal use abroad, however; and
whether it is wise or unwise is of course a matter
that we shall have to consider later on. Perhaps I
\ should say, in passing, that the amoun* of cash in hand
iI;) and at the bank averages abqut fourteen or fifteen per-
cent of the current liabilities of the London clearing-
house banks, which meke their reports once a month. "
The joint-stock banks, however, do have a second-
ary reserve. For instance, in the case of the London
banks, they heve money "at call and at short notice,"
f\":\ S0 far as the London banks are concerned, this money is
largely loaned to discount houses, the banks taking as
collateral bankable bills of the character which I
shall explain to you later. It is also loaned on o*her
classes of securities ---~ those which are heléd by the

merchants of London. (WVhat we call "private bankers"
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in the United States are always called "merchants" in
London.) These men borrow these amounts from the banks
on foreign bills, or on any collateral they have; and
the banks hold about fifteen, twenty, or twenty-five |
per-cent of their liabilities in this secondary reserve.
The English banks also hold government securities (and
this arplies only to the English banks -- the foreign
banks do not do it) to the extent of their capital and ‘
surplus. I think there is no exception in this regard
in London. That furnishes, also, & certain amount of
reserve. The London banks intend to hold about thirty-
three or thirty-five per-cent of their liabilities
either in cash in hand or in the bank, or in money at
call and at short notice.

But zll of these banks have what to them is a more
important reserve than either of those I have &escribed;
and that is a certain amoun® of what we would call "com-
mercizl paper", but which they call "bills." The nomen-
clature of their operations is entirely different from
ours. There are no such things in any of those coun-
tries (or at a2ll events only to a very limited extent,

covering transactions where contracts are made) as what



we in this country call promissory notes. When a whole-
saler sells goods to a retailer, or a retailer to a
customer, upon credit or time, the seller makes a draft
upon the purchaser at some time that is agreed upon
(usually thirty, sixty, or ninety days), and the pur-
chaser accepts it. That draft and acceptance is known
g as a domestic bill. Of course drafts upon Toreign

53; houses, or dravmn by foreign houses upon London, are
called foreign bills; but they are all called bills.
There are trade bills, covering ordinary commercial
transactions; finance bills, covering accommodatiocn
transactions; and foreign bills, covering international
transactions; but they are 2ll bills. The bills to
which I am now alluding, however, are domestic bills.

In France very smell bills are in cormmon use. The
manager of the Comptoir d'Escompte showed me a part of
ar

their portfolio of bills that were taken in Wy their
d?éifrent branches in the City of Paris. They ran from

at(
Piwe francs upward; and the average of the bills they
A

-- severald—hundred in nunbey..
: ey A
francs, or htwdwe dollars. Fpresvime—the-

Yy
/2}% bankers of Viseansin do-wet see many bills of that kind.

7‘¢44325771_ A
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(Iewehier.) Of course n i - Ye
A

2 1 TOUT sactions. But bills of this

class are considered by all these bzanks as their most 5221

efficient reserve; and they properly consider then so
for the reason which I am about to state:

These bills can be taken to the central banks of
the respective countries and discounted. There is no ob-
ligation on the vart of +the central institution to re-
discount paper of this kind; but tha*t is a part of the
unwritten law of their existence. Nos: of the functions
of the great central institutions are functions that
have grown up in recent years.

For example, in all practical respects the bank of
Englend of today is as unlike the Bank of England of
1844 as can be imagined., One resembles the other as
little as a mule-team resembles an automobile. The
principal functions of all the great banks are functions
which have grown ou®t of modern conditions, and have bhe-
come necessary to sustain the credit of +he people and
of the countries in which the banks are located.

All of the minor banks which have commercial paper

of the character I have mentioned (for I will use that
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term interchangeably with "bills") can-take it to the
central bank at any time and have it rediscounted at the
bank rate, These bllls differ spmewhat in character in

”12; ] each of the three countries, thqugh they have many

qualities in common., In Englayd they must bear two

names, of which one, a Britis}t subject, must be the ac-

ceptor. In France they must/bear three names (although

-

collateral can be substitutgd in place of one), and must
not run for more than ninefy days. In Germany they must
bear two solvent names, afd have a like limit of time.
The average duration »f e bills which each of these

great banks has in its pprtfolio is somewhere from

thirty to forty days. It is the universal belief abroag
i

first, that these bills[furnish the very best kind of
I

security for & bank to.ﬁold (for of course they are con-
!
stantly being paid); iécond, that they are absolutely

/
necessary in the systﬁm as the most important part of

/
!
/

{

Bach . of the great central-banke-holds the reserwves
sttt
for-tho éntire country., For example, if we mes include

the reserve.

a reasonable allowance for the three acres of land owned

by the Bank of England in the very heart of London which
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is no® carried upon its books as an asset, that bank has
one hundred million dollars of capital. Why does it
have such a large amount?

I have frequently been asked that very question:
WVhy shoulé the Bank of Englend -- which serves a com-
munity limited not merely in territory, but in a ddsy
broad way in its commercial operations --- have that
amount of capital?

I think the answer is obvious: Not only does the
Bank of Englend hold the reserves and sustain the credit

e
of England, o#—waéaséihnd.of the United Kingdom ¢eof-

QroraAl s it
Scolland.end-iredeond-as-wall), bt it holds the reserves
and sustains the credit of the entire British Empire,
with its four hundred millicns of population, and—with

\\ LA C‘?l“' S G S T
af encircling the world. So that the Bank of
England is something more than a Bank of England in the
narrowvest sense. The-friende-of the-Bank of Englomgd—
say. -~ and I gomeiimes. think-they-say-it-—-with 4Pith --

WQ- Moooarnd @ A

that not only doés the Bank of England sustain the credit
of the British Empire, but it is the great financizal

center of the world,

Of course the British gold market is always an open
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,¢-”""' I must say a word about the experience of four other
}é countri;;; aﬁ& I sh all try to be very Q;ief about it. I
realize, better than any of you can, how uninteresting
to a popular audience a subject so intricate and complex
as this nust be. I am assuming, however, that the men
who are listening to me are either bankers, or merchants,
or people who are giving thoughtful attention to this
subject. I am quite sure that no othergpﬁgplg would come
nere to listen {o me.
Coming now Lo the four other countrics that have had
recent experiences in this regard --- experiences which
are very interesting to me, and I am sure will be %o you

when you come to examine them -- let us take, for instance,
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the case of Japan: You know what an inquiring and in-
vestigating character thc Japanese people have. In

1870 they sent éia#;haxe a commission of which Prince Ito,
who was-.recently killed, was an important member; and

after an investigation they decided to adopt the American
T

system of national banks. It didwnot”work; Recently
they had a re-examination, under the leadership of

latsukata, who is-a-weally great.wan -- one of the great-

&8t financiers of the world, I think, so far as intelli-

gence and knowledge are concerned. As a result of the

second inquiry they adopted a system hased upon that of

e -

tae-Bamk—of Delgium --- a syetemof central Jjasues éon-
fined entirely to the Bank of Japan.

In Switzerland there was for twenty or thirty years
an agitation for a reorganization of the banking and mone-
tary system. The Swiss people had a plurality of issues
an@wglp%ufality of functions of-a-eentral institution,
which was not satisfactory. They appointed a commission
to investigate the subject; and the commission recommended
a central organization. The question was then submitted
to referendun by the Federal Diet; and the people of

Switzerland adopted the central orgenization. Their
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decision was not acted upon for a number of years, how-
ever, for two reasons: TFirst, there was difficulty
hoad
iR

with the cantons. Therg wa® in Switzerland a system of

[
»

cantonal banks, jnstitutions owned in part by the

various cantons, anrd the revenue of which went to the
support of the cantons, Then they had another diffi-
culty: There was a gzﬁaiwand‘bitter dispute as to

where the head cffice of tgé!%;hijshould be located.

The principal disputants were Berne and Zurich -- the form-
er being the capital of the country, and the latter the
great central business city of Switzerland.

To make the story¥pﬁ short assdsagen, I will state
that a2ll these differences were finally compromised by
providing that Berne should be the head office of the
bank for note-issue, and that Zurich sheuld he the head
office of the bank for business purposes. The cantonal
difficulties were settled by requiring the Bank of
Switzerland, before any dividends were paid to its
shareholders, to pay to the cantons out of its earnings
an amount equal to the revenue which the cantons had

formerly received from their cantonal banks.

Sweden hLha& had a very singular experience. The Bank

[ N T N -




of Sweden is twenty-five years older than the Bank of
England. It is the oldest State bank in Europe. I need
not say to you that the people of Sweden are a people

of great intelligence and of great gecod judgment upon
everything that pertains to their local}a%fégré.l'There
has been godinmg-on in Sweden for gpmath;ﬁgm&iku twenty
years or more an agitation for a reorganization of their
system. They found that it did not respond properly in
cases of difficulty; and Sweden has from time to time
had financial difficulties, such as we have had, and
such as every couniry has had that has not some means of
preventing them. TFor some time, therefore, there has
been an effort to secure a reorganization of the banking
system of Sweden. The great difficulty there was with

a nunber of important Swedish banks that had the right
of note-issue, There were twenty-three or twenty-four
of these institutions, known as Enskilda banks, in
existence at the time of the final legislation of 1901,
which changed their system. A reorganization could not
be completed before that time for the reason that the

Enskilda banks were not willing to surrender to the
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Riksbank their right of issue.

In that case a compromise was reached which to my
mind is extremely interesting. The Swedish government
required the central bank, the Riksbank, to discount for
the Enskilda banks for a limited number of years limited
amounts of commercial paper or bills at two per-cent
less than the market rate, with a minimum rate of two
per-cent. They expected that in time the Enskilda banks
would give up their right of issue, and that they
would then have a homogeneous central system so far as
those functions were concerned. The actual result was
that in 1901 Sweden had twenty-four banks of issue, and
in 1902 she had one! The suggestion, the promise of these
increased profits (Fwiiti-ret-say-‘bribveti~that-would-be
a pretty hard word.ito. use,.l suppose) led all these joint-
stock banks to surrender their right of issue practically
at once; and Sweden has today an organization of credit
and of banks which is along the line of that of every
civilized country in the world outside of Scotland and
a similar experiment upon the other side of our line,
in Canada. The Ceanadian system is, of course, sub-

stantially based upon the Scotch system., There are



’ I realize better than any of you the great diffi-
54’:Lffcu1ties we shall have to encounter in adopting any
change. I know the inertia that'sﬁégaugéé people who
within a narrow circle have been successful with methods
already in existence, I know that of the ninety millions

of people of the United States (involving as that popu-

laticn does twenty-two million heads of families), a

large proportion think they already have some plan that
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will act as a panacea for our existing ills. I know
that we shall be met by men whose sanity, while not un-
questioned, is reascnably established upon other sub-
jects (laughter) -- men who have spent their days and
nights thinking about this subject until it is in a maze--
men who are never able to express their own opinicns
clearly, and are never able to make anybody understand
what they are after. (Laughter.) These men will be an
obstacle, We shall be met by another class --- by dema-
gogues and fakire, who ﬁang about the outskirts of every
great public discussion, intruding their views upon an
unwilling public for self-exploitation. We shall be

met by honest criticism; and we shall welcome that,
because no great problem is evérlébive& éxcépt';; the
result of intelligent criticism.

I am taking up the consideratiocn of this question,
as are the other members of the Commission, with an open
mind. Eighteen months ago I thought I knew something
about the subject. For thirty years, more or less, I
have been a student of these subjects., 3But when the
National Monetary Commission was appointed, I made up my

mind that if I had any preconceived notions about the
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subject they should be sent to the rear, and should
not find any place in my mind until the whole question
had been presented to me ---- not through an examina-
tion of foreign systems alone, but through an examina-
tion of th;;kmerécan;géﬁ£§é;Jand'of-the conditions
that exist in the United States; and, above everything
else, not until I could get the advice and the counsel
of the men who, after all, should have the final de-
cision of this questicn.

I have supreme confidence in the inherent in-
telligence, wisdom and patrioctism of the American
people. T know full well that when we can once bring
this subject to their attention, and get them to in-
vestigate it calmly and quietly, we shall*épt a re-
sult which, while it may not be everything that I
want, or everylhing that an%;mﬁn :%ﬁta, wiil‘r;present
the wisdom of all.

Another thing that we shall have to meet is the
political question. Already you can see the signs

of that. 8ome men are disturbed about the First and

gecond Banks of the United States. No man in his



«dfe

sénses weuld think of adopting any plan based upcen the
First or Second Bank of the United States. Ve could not
adopt such a plan if we wanted to; and no man would
think of doing it. There are banks in every community
that are more important in every respect than either of
those banks., If you went back to that period you would
have to give up your telegraphs, your telephones, your
automobilea, your wireless telegraphy; you would have

to put Jou;so&ves bacy abxhgnsanﬁgznars, perhayps, in
civilizaticn. You do not intend to do that; and you

can be perfectly certain that this Cormission will not
ask you to do it. But I will say this, gentlemen:
Vhenever the time comes for us to adopt a system for

the United States we shall not be deterred by political
fakirs calling our attention to the ghost of Andrew
Jackson. Andrew Jackson was & great man; but he died
many years ago. (Creat laupghter and applause.)

It is possible, gentlemen, to have monetary in-
stitutions that are not controlled by politics. Let us
take the Bank of TFrance as an illustration: At no
time in its history has any political influence bheen

exercised over that great institution. When it was

L3
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The injuricus results of this class of defects haBlusually

/1'{ ? ()-1‘1_7
been felt only in times of anticipated or real trouble. The '

J7#;4é?T?Twrznrzt—uﬁ%xzxrfyfxé;{_
Mxef?

other class of- defeets*tv—whTUH“I‘nEvE-referreé~irposeu*tn—ur&i

ﬂ’(( (’(,L l._oe’r; j /{;t ANecend cCadd AaAw 3 aliafed cte

1‘1&/ Wl s A t‘ 7 ‘h/““"r”’-‘#f—“”t; fHu/uruD
nasy—tinoe unnecessary burdens upon business and production and

hwast~ | 2 g .
hinders the natural development of sections. Thig resulf) is felt

d’L\N /(J.L-u. (?‘-
in new and J;developed communities by farmers and others engaged

in useful production, who are obliged to pay high rates on their
(- (?o
loans and to suffer from inadequate banking facilities, amd=—tirere

mzif«/'yf*f/{fﬂ Léalf,a_ <

K8 N

rexisteneewhith—Tcamrbve mede erfectIve ¢
X qnmeana i n peture

WL""

ng-an equalization of rates or a broader market for their locane.

/hCCCMMj’7 444;-’3»{,;.{ 9] ' 1
The methodanhx;nhioh the enormous sums Z;—cash-ef—a:adit mec-
(M/r"—e f/c>

for the producticn, movement, and marketing
of ocur agricultural and other products, are crude and unnecessarie-

ly expensive to producers. In all sections, notes and bills of
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organized by the first Napoleon, there was put into

its charter a provision that the svernor of the Bank
should be appointed by the Chief of State -- not by the
Emperor, not by the President, not by the Xing, but by
the Chief of State. That charter has remained unchanged
to the present time. Under every government -~ under

the first Napoleon, under Louis Philippe, under the (fi. -
+ f ' % 'I F A

- § Yor W X 4 s o ‘{' p
el s "k‘;,b ML ’ % | ;

y
! P e,
A / 7

~-3848, under

the Commune, and under the Republic =-- the Bank of France

governmentgr

has goné on performing its high duty of preserving

the credit and maintaining the honor of the people of
France, without reference tc who should be the Chief of
State.

In the time of the Commune the premium on zold as
compared with the notes of the Bank of France was less
than the premium paid for currency in the United States
in 1907. Yo question has ever been raised as to the
ability of the Bank of France to protect the interests
of that great country. ILast year, in Paris, the grand-
son of cne of Napoleon's great marshals, who had been
investigating the history of the Bank of France, told

me that he had in his poseession a dispatch from the
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field of Austerlitz, written by Napoleon immediately
WA g /,. (O

after the battle, saying to -ljs marshal as the repre-
sentative of the Bank of TFrance (which was just then
being organized) that he wanted to remind him that the
permanence and success of the Bank of France was of
more importance to the French people than the victories
which Napoleon was achieving upon the field of battle.

Thgﬁﬂ'other great banks have never been influenced
by political considerations. At no time in their history
has there been a suspicion that any political influence
was governing their action., No party in power, no
ministry, in either of those countries, would dare for
a moment to interfere with or to ignore the unwritten
law which gaverns those institutions and their opera-
t:ons.' So I have no doubt thé* ;geawikeL;:ié‘gudmhent
of the American people is exercised upon this question
we shall be enabled to do what ig_mdnx_idgdo, and what
we reel we must do, without reference to political or

A-é;wﬂ’ '''''' Ry 4

oshe» consideraticns.

I have great faith in the people, I do not mean

faith without good worke, however., The great admira-

tion I have for the people of this community, and for
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the people I have been talking to up and down the
Mississippi Valley and the Missouri Valley, is hased
upon the fact that they do things. No other character-
istic has so much that appeals to me as the capacity to
do things. I have sometimes been accused of doing too
many things, I think (eﬂr&-&t:—l:&&%r—m )
Ld-vwi‘Hhﬁ U'ffw -{‘. P BaskA g, {"..a.'- ;{._44_0
But when k‘nias consensus of o;pinion is reacned,lwhen this

work of exa.mina,ticn and educaticn has been conc.:.uded,

]
“‘h‘h'-'h.

and when the American people make up their minds on the
subject, thess-guibblers and. .Crillos.laay--as-Weldd-go

t o~the-pear, ( Groat—ané-boRgreontiRnud-applause . )
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It is important igp the interests of the public service

that a radical change in the procedure with reference to ap-
propriations should be made,and the Senate is pledged to im=-
mediate reform in this regard. It should be the functiQf of

the Committee on Public Ixpenditures recently created to takql

p ¥
-

into consideration,long before the appropriation bills age« " ™

<22

P 4 received from the House of Representatives, the estimates ™™=

F 4

and needs of the various Departments, and repori their rec-
ommendations to the Senate, in order that responsibility fon

?;1;1; extravagancies sha&iﬁz; clearly fixed. TFrom an.investiga-

‘

tion more or less superficial,l am myself gatisfied that the

appropriations made last year could huve been reduced at

L1

least $50,000,000 without impairing the efficiency of the.

—— - - —— —

public service. fUhere are periods in the life of a nation
hen t 57
when the spirit of extravagance pervades the atmosphere, and
the ppblic money 1is 'scattered right and left, often without
reference to the results to be secureéﬁf I hope and expect
\ to see a radical reform 4n this direction. We have within

the past few years created many unnecessary bureaus and nulti-

plied employeces beyond the possibility of efricient work.
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cay that when the appropyiations for

-

It $a but falr to

the year 1908 were made, thne country had not been overtaken
by the panic of 1907, and it is quite natural, perhaps, that
appropriations should have been made upon the theory that

the grest progperity of 1907, with its surplus revenues of

$111,000,000, was to continue indefinitely.
But a different condition existed when the appropria=

tions for the year 1910 were made. It is true that the bills

making these appropriations were necessarily pasbed w1thout

(’w e,.«)

careful consideration and without a general knowle dge of

1

" il
<reasury conditions. The fact that the appropriations were

less than the estimates does not relieve Congress from res=- .

%

ponsibility for their unprecedented extravagance. No excuse

F— —————— - __:4_ o e _...u.db.‘.. t‘l:‘?‘. "I@, 11___ o no— ol
whatever can be found for similar legislation ¥ e -r;“ﬁ...“-Cw-
> . N 9
\:"(1')" -

The congltlons ‘under which appropriations ane usudll g
| : L *Q_ a"“s M
made by Congress are, perhwps, in&'ﬂr‘;‘\_ﬁresponsible for the ﬁ\;‘\

R 1& me “

wilful waste of public money. lach pepdrtmengﬁgwac ti cally %

can be safely gppropriated. The cormmit tera in chgwgﬁ Qf,.

bra \tﬂ'.;"(_\(.rl.p

ation hills aFso-eonsider only

to the 'tota.ll amount of money available, s /‘: _' ..--EV‘
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tunityy nas heen afforded for the most careful and exhaustive study Q$§
of all the conditions that surround the prohlem, We expect to be Q;

able to pgive to tune public within a comparatively short time the

-

fullest information with reference to the e-btrlonc%\a;d practical

meit ods of other countries and of tue—eoudities . Our own, B \

,E ' ?7 wild Lo Cﬁﬁ%lﬁajamlg anrﬂ7£md“

espect Lo e is investigation the wu“: comprehensive ﬁ‘é
% ’M a.ﬂf
subjects that has ever bheen undertaken. -+l_pneseut fac 8

mﬂc&&;i;

without color or hias

/‘w Kad 4
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to give the varicus elements surrounding the problem thorough ex-
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To the men whose enterprise, abili ty and foresight have

£ W

contri 'w.t.ed to the upbuilding of & great and prosperoua SRR,

Aol 5 Aeed G loni> ey forled o Mo Greaol oo
2o h—2 4
emp ire imr—wast—was oncm—f%fre'mt-and-.y’ now the centre of our
’[7‘/" country, and-ef-whien y-ourcity is—%re actuml metropolis, wkese

Mew (o f,

peeple have more at stake, perhaps, than any equal number in the

a‘-‘f
entire country, I pledge the best efforts and Judgment of the
A
Monetary Commission adoption of the wisest and best mone-

Linen
tary system the world has seen, But in this connection I venture

10 express the hope that you maybe-led to feel your own respone-
8ihility, individually and Collectively, for the satisfactory

outcome of our work,
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NELSON W ALDRICH,CHAIRMAN,
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q“}wk» The 1list of the proposed publiations of the Commission will
A

indicate te@ you the thoroughness of the work which we have entered

e I

upon in this connection, When this record jis submitted toyou

' @Ka.«"“"?ﬂ';_&"
and—yeu—ha#eghagftime to analyze it arefully, we shall take occa-
&?‘;ﬁ 1_% m 1/4‘_‘ /Cct-a_tm(‘_‘_(_‘_&

sion to ask your opinion as to what, if any, portion of it »ou {:
N

deem pertinent and valuable in the formulation of a plan for the

United States, and we shall ask you to assist us in making a

e

practical application of any’hethoda or principle(::ij‘iggfi)to

our situation, 4o < m't:’é 7o~ Qeadsl
I ecel - e /[LM),A_“/_‘

—

me 2emael
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it st AT 4

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



FIFTY-EIGHTH CONGRESS.

NELSON W.ALDRICH, CHAIRMAN,
WILLIAM B. ALLISON, JOHN W.DANIEL,

ORVILLE H. PLATT, HENRY M.TELLER,
JULIUS C.BURROWS, HERNANDO D MONEY,
THOMAS C. PLATT, JOSEPH W,.BAILEY,
H.C.HANSBROUGH, ARTHUR P.GORMAN,

S Alnited Dtates Henate,
ARTHUR B.SHELTON, CLERK. COMMITTEE ON FINANCE .

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



gvresent the consensus of in-

AKE R

Vnenever

reekgsrert 5 To ve adopted, Itemmast

Ha o

telligent opinion of every section of ocur c

A

quiioryl count

great monetary svstems have been constructed or

P

¢Qf) n otner countries,/ men whose experience and research

neir opinion special value have been called upon for advied and

gentially modified

assistance. Our Commission will vndoubiedly follow this wise

precedent wien the serious work c¢f construction commnences. ce %2

@""“7 /6“(’“4—4-— 74' Ae Locce &l/d—%u/& Pteaail
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That 211 national banking associations designated as regular

depositaries of public money shall pay i*ﬁn-ili'upon all special and
.

additiocnal deposits made by the Secretary of the Treasury in such
depositariesﬁﬂfand all such associations designated as temporary
depositaries of public money shall pay upon all sums of public money
deposited in such associ&tion§ interest at such rate as the Secre-
tary of the Treasury may prescribe, not less, however, thatf one per
centum per annum upon the arerage_monthly'amount of augh deposits:
Provided, however, That nothing contained in this Act sh#ll be con-

strued to change or modify the obligation of any association or any

of ite officers for the safe-keeping of public money.
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We cannot create uap organizationJ%hat will be a competitor in

==
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any sense for ordinary banking business with other institutions.

& N~ Lol s Trant

F-must-e an organization with limited powers and clearly defined

1. AL p f;——
country, M—must serve and not dominate other credit institutions,

functions,cjz; exercise of which will be helpful to the banks of the
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They are aii-iﬁébrtant bahks from the
standﬁoint of the amount of their capital stock and
surplus. The capital of the Bank of England is
$72,765,000, with a surplus of about $17,000,000; and

if we should add thé value of three acres of land in the

heart of London occupied by the Bank which does not ap-

pear upon its books as an asset, we may say that the ledot
\ 4,\ capital and surplus of the Bank of England is at least
o
k $100,000, 000. It is, therefore, as regards its capital,

the largest bank in the world.
It has often been asked, Why should the Bank of
England, which serves a community very limited in terri-

tory, and whose direct business with the public is very
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small, have one hundred millions of capital?

I think the answer is obvious. The Bank of Eng-
land is the financial center of Great Britain; but it is
much more than that. It is the financial center of the
British Empire, with its four hundred millions of people,
and with a territory extending around the world. The
Bank of England is responsible for sustaining the credit
of this great empire. If we are to.believe what its
friends assert so confidently, the Bank of England is
the financial center not only of the British Empire, but
of the world. It is true, as we all know, that ster-
ling bills drawn on London are still the highest form of
credit knownm. Sometimes the banks of Berlin and Paris
buy sterling bills at a better rate (and when I say
“better", I mean a lower rate) than bills drawn upon
Paris or upon Rerlin. The high credit which the Bank
of England has so long enjoyed is unimpaired. This
great central organization extends its ramifications to
every part of the civilized world, and exerts its bene-
ficial financial control over a territory unequaled
in extent, and over an amount of business that is excel-

led only, if at all, by that of the United States,
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