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'(If true—and they are true) in re
A Sound, Honest, Economical Currency.
United States Legal Tender Notes, authorized by
Act of March 3, 1863, have been in use in an unduly
restricted volume for a large portion of the last

two score and more years. Of these notes there are
now outstanding more than Three Hundred Million
($300,000,000) Dollars. If these outstanding Legal
Tender Notes were made freely interchangeable,
at the option of holders, in sums of One Thousand
($1,000) Dollars and multiples thereof, with bonds
of the Government bearing an equitable rate of in-
terest, a PERFECT solution of the Currency question
would soon result.

Very earnest students of National Finance de-
clare, with emphasis, that United States Legal
Tender Notes uttered in sufficient volume and made
freely interchangeable with interest bearing bonds
of the Government, at holders’ option, will give tothe
people a sound, honest, ecomomical Currency, excel-
lent beyond compare—a Currency which will
promote equity and foster prosperity in marvelous
degree.

QUESTION.

Is it possible to name a valid objection to the
immediate enactment of such exceedingly simple
laws for the regulation of the Nation’s Currency—
“ The Life Blood of Commerce ''—as may be neces-
sary to promptly carry into effect the spirit of the
foregoing, briefly outlined, declarations ?
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Non Partisan Bank-

ing and Currency
Legislation

Extract from speech delivered by
President Taft at Marion,
Ind., July 3, 1911

“I have said that upon the three issues | can appeal
to all political parties. With respect to arbitration,
certainly that has not become a party question. All
are in favor of peace, and all are in favor of these
instrumentalities by which peace may be honorably
secured. In respect to reciprocity with Canada, | am
sure that it can be reconciled to the most orthodox
Republican tariff views, and | am equally convinced
that no Democrat ought to oppose it because, accord-
ing to his view, the reduction of duties must be a step
in the right direction. So with respect to the pro-
posed new system of banking and currency. There
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is nothing in it that in its nature is partisan. The
Commission from which it. comes is composed almost
equally of Democrats and Republicans. It involves
nothing of the partisan discussions over the coinage
of monetary standards which have vexed both polit-
ical parties. | eamestly hope that we may all
approach the subject with no prejudices against the
solution proposed, and with our minds alert to the
necessity for reform, and keen to see the advantages
which the new system offers. | do not mean by
what | say here to indicate that | am not in favor of
a party government, for | am a party man, and |
believe that the solidarity of parties is necessary in
order to secure a conservative and stable administra-
tion by the Government. In no other way can the
public opinion of a majority of 15,000,000 of voters
be interpreted into law and enforced, and it must be
conceded that most measures and most issues acquire
a party flavor and become party tencts on one side
and the other, and must be fought out on party lines;
but sometimes, as here, the subject is so new, it has
so little in it that directly attracts the popular attention
or vote, and it involves so many complex considerations,
that perhaps we can keep partisanship out. | hope
we may, for if we do, | am quite certain that we
shall much more promptly reach a satisfactory con-
clusion.”
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Ours is the Worst Banking System

John V. Farwell, president of the National Citizens’

League for the Promotion of a Sound Banking System

outlined the plans of the League before a meeting of

;iaii:; merchants in Chicago, Aug. 16. In his speech
e H

“The panics of 1893 and 1907 showed every
thoughtful business man that something was wrong
with our monetary system. We all agree, | think, in
saying that we have many of the best banks and
bankers in the world. We must be equally ready to
admit that we have the worst banking system in any
civilized country.

“The National Citizens' League will work for
legislation by Congress, which will meet the defects
of our present lack of system and create confidence in
our banking stability, not only throughout this country
but the whole commercial world.

“The League has settled on three principles:

“First, the integrity of individual banks, both
national and state, should be preserved.

“Second, these units should be federated in such a
manner as to make it possible to carry into effect
measures that involve credit transactions of national
scope, and to present a solid front when the stability
of legitimate business in any section of the country is
in danger.

“Third, this should be accomplished through an
organization which is also absolutely protected against
ambitious financial control by any class or section, an
placed beyond the reach of political influence.

"“This practically means that we do not believe in
a central bank, doing a general banking business like
the Bank of England, but that we do believe in what
has been called a National Reserve Association, con-
trolled and managed so as to represent the democratic
spirit and the sound common sense of this nation.

“A good banking system, such as | believe this to
be, must help to bring about geneml prospenity, it
must help all sections and all classes.’
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SOUND BANKING |

Thccncluoclhaeopy

by Mr. Charles A, Conant, a well-
known writer on financial mtten.
Our experience the month fol-
lowing the date of letter corrobo-
rales ebery statement made therein,
and we believe that it is conservative
to Mthatdurhglhcmthoi
November at least one hundred millions
of purchased commercial paper was
paid off with very few renewals and
an infinitesimal proportion of failures;
whereas stocks and the finest railroad
bonds were practically unsalable dur-
lngthatpcrlod.mdthenoplyatgnat
sacrifice, . . » .

e

E. NAUMBURG & Co.

33 WALL STREET
NEW YORK

-
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BASIS OF SOUND BANKING

To THE EpitorR oF THE EveNiNG Post:

Sir: Present conditions in the financial world
throw light on the declaration of a well-known
English authority, that “nothing was easier to
conduct than the business of a banker, if he
would only learn the difference between a mort-
gage and a bill of exchange.” The phrase “bill
of exchange,” as here used, refers more particu-
larly to domestic bills, and is equivalent to our
term commercial paper.

It is the failure to distinguish between a mort-
gage and a bill of exchange which is causing
many of our present difficulties. The piling up
of loans upgm pyramids of inflated stocks and
bonds is due in large degree to the great devel-
opment of industrial securities in recent years.
Such securities do not represent circulating capi-
tal, but fixed capital. They are simply obliga-
tions, or shares, in a mill, a railway, or mine,
which represent a permanent investment. They
are cither mortgages or something which ranks
below mortgages. Securities circulate, but the
property they represent is fixed. They are not,
therefore, in any proper economic sense circulat-
ing capital, and are not the best basis for the in-
vestment of deposits payable on demand.

THE TRUE BASIS OF SOUND BANKING
IS COMMERCIAL PAPER, because such paper
represents circulating capital. In other words,
it is the product of purchases of raw materials,
which are converted within a short time into

finished products, whose sale for consumption
affords the means to pay off the paper and there-
by closes the transaction. When money is bor-
rowed on securities, no transaction of this char-
acter takes place, and there is no natural and
normal date for closing the transaction. Man-
agers of banks and trust companies seek to give
the character of circulating capital to securities
by advancing money on them subject to repay-
ment at call. This system works admirably in
periods of prosperity, but it causes convulsion in
times of adversity. The owner of a part of a
mill, railroad, or mine, cannot convert the prop-
erty into circulating capital. In his efforts to get
rid of his share of it, when he finds that all the
banks are curtailing their loans, he is com-
pelled to make great sacrifices or shoulder the
losses upon the banks by failing to make good his
margins, Undoubtedly, in most c~ses the banks
are foresighted enough to protect themsclves
by throwing the burden upon the borrower, with
the result of continuous crashes in the stock mar-
ket until stocks fall far below their normal
value.

Nothing of this kind occurs in dealing with
commercial paper. There is, of course, some
field for speculation in commercial operations,
but it is limited. The losses on commercial paper
are caleculable, like insurance losses, and are a
fraction of 1 per cent. per anmum. When the
merchant finds demand diminishing, he dimin-
ishes his purchases of raw materials and his cre-
ation of finished products, thus automatically re-
ducing his demand upon the banks. He is not
tied up with a fixed volume of paper running
continuously, as are the owners of stocks and

o

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



\]

Ly

bonds. The result is that he MEETS HIS OB:
LIGATIONS AS THEY MATURE, and if the
bank cannot continue his accommodation, he cur-

tails his output. Never does commercial paper
fluctuate from par dowm to forty or fifty, like

even good securities, save in the exceptional case
of the“insolvency of the maker, and even then
there are usually endorsements to which to have
recourse.

Loans on securities are legitimate within cer-
tain limits, but within the last decade or two
they have come to constitute altogether too large
a percentage of the loans made from depositors’
money. On the part of the New York national
banks alone loans on collateral increased from
$162,361,654 on October 6, 1896, to $442,210,765
on September 4, 1906, while commercial loans in-
creased only from $151,795029 to $250,840,272.
Where stock »d bonds are not the very best
and most convertible stock exchange securities,
loans upon them are only disguised participations
in permanent enterprises. Such participations, in

_ one form or another, nearly wrecked the German
5 banks in 1901 and have proved a source of disas-
ter on many other occasions. It is to be hoped
that after the present situation has cleared up,
our bankers will return to the sound principle of
the English writer quoted at the beginning, that
THEY SHOULD DEAL IN COMMERCIAL
PAPER REPRESENTING CIRCULATING
CAPITAL instead of dealing in the representa-
tives of fixed capital, and try to shoulder the loss
on borrowers by looking farther ahead than they.

. CuarLes A, CoNANT.
New York, October 24.

»
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CHAPTER 25.

An Act respecting the Currency.

SHORT TITLE.

1. This Act may be cited as the Currency Act. Short title.

STANDARD OF VALUE.

2. The currency of Canada shall be such, .that the British Standard of
sovereign of the weight and fineness now prescribed by the :::‘::ng
laws of the United Kingdom, shall be equal to and shall pass
current for four dollars eighty-six cents and two-thirds of a cent
of the currency of Canada, and the half sovereign of propor-
tionate weight and like fineness, for one-half the said sum.

R.S,, c. 30, 8. 2.

DENOMINATIONS.

8. The denominations of money in the currency of Canada, Denomina-
shall be dollars, cents and mills,—the cent being one hundredth 2“:’3;;;
part of a dollar, and the mill one tenth part of a cent. R.S,, '
e. 30, s. 1.

PUBLIC ACCOUNTS, DEBTS AND OBLIGATIONS.

4. All public accounts throughout Canada shall be kept Public
in the currency of Canada; and in any statement as to money "°counts, ete.
or money value, in any indictment or legal proceeding, the
same shall be stated in such currency.

2. In all private accounts and agreements rendered or entered private
into, on or subsequent to the first day of July, one thousand e o v
cight hundred and seventy-one, all sums mentioned shall be Ist, 1871,
understood to be in the currency of Canada, unless some other
is clearly expressed, or must, from the circumstances of the

case, have been intended by the parties. R.S,, c. 30, s. 2.

8. All sums mentioned in dollars and cents in The British Sums men-
North America Act, 1867, and in all Acts of the Parliament rt:::"t‘,:?n“:ieta
of Canada shall, unless it is otherwise expressed, be understood to be in
to be sums in the currency of Canada as by this Act established. “"™*"*"
R.S,, ¢ 80, 8. 12.

311 6.
R.S,, 19086.
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lﬁnmeggtin 6. All sums of money payable on and after the first day of

from July — July, one thousand eight hundred and seventy-one, to Her lat:

Jst, 1671, to Majesty Queen Victoria, or to any person, under any Act or

currency.  law in force in Nova Scotia, passed before the said day, or
under any bill, note, contract, agreement or other document or
instrument, made before the said day in and with reference to
that province, or made after the said day out of Nova Scotia
and with reference thereto, and which were intended to be,
and but for such alteration would have been payable in the
currency of Nova Scotia, as fixed by law previous to the four-
teenth day of April, one thousand eight hundred and seventy-
one, shall hereafter be represented and payable, respectively,
by equivalent sums in the currency of Canada, that is to say,
for every seventy-five cents of Nova Scotia currency, by
seventy-three cents of Canada currency, and so in proportion
for any greater or less sum; and if in any such sum there
is a fraction of a cent in the equivalent in Canada currency,
the nearest whole cent shall be taken. R.S., c. 30, s. 10.

Astodebts 7. Any debt or obligation contracted before the first day
}'{ % F ' :on,f of July, in the year one thousand eight hundred and eighty-
frsiel be- oMo, in the currency then lawfully used in the province of
fore July 18, British Columbia, or in the province of Prince Edward Island,
shall, if payable thereafter, be payable by an equivalent sum
in the currency of Canada as hereby established. R.S., ¢. 30,

s. 11.
DOMINION AND BANK NOTES.

No bank 8. No Dominion note or bank note payable in any other
notes, etc., currency than the currency of Canada, shall be issued or
in other reissued by the Government of Canada, or by any bank, and all
currency:  guch notes issued before the first day of July, one thousand eight
hundred and seventy-one, shall be redeemed, or notes payable
in the currency of Canada shall be substituted or exchanged for

them. R.S,, c. 30, s. 3.

COINS, LEGAL TENDER, ETO.

Gold coins 9. Any gold coins struck for circulation in Canada by
may beor  uthority of the Crown, of the standard of fineness prescribed
Canada. by law for the gold coins of the United Kingdom, and bearing
the same proportion in weight to that of the British sovereign,
which five dollars bear to four dollars eighty-six cents and two-
thirds of a cent, shall pass current and be a legal tender in
Canada for five dollars; and any multiples or division of such
coin, struck by the same authority for like purposes, shall pass
current and be a legal tender in Canada at rates proportionate
to their intrinsic value respectively; and any such coins shall
pass by such names 2s are assigned to them by Royal Proclam-
312 ation

R.S., 19086.
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ation declaring them a legal tender, and shall be subject to the
like allowance for remedy as British coin. R.S,, c. 30, s. 4.

10. The silver, copper or bronze coins heretofore struck by Silver, copper
authority of the Crown for circulation in the provinces of or, bronze
Ontario, Quebec and New Brunswick under the Acts at the ﬁf?resg::-k
time in force in the said provinces respectively, shall be current federation.
and a legal tender throughout Canada, at the rates in the said Legal tender.
currency of Canada assigned to them respectively by the said
Acts, and under the like conditions and provisions

2. Such other silver, copper or bronze coins as are by the Likewise
same authority struck for circulation in Canada, shall pass cur- et g
rent and be a legal tender in Canada, at the rates assigned to tion in
them respectively by Royal proclamation, such silver coins Canada
being of the fineness now fixed by the laws of the United King-
dom, and of weights bearing respectively the same proportion
to the value to be assigned to them which the weights of the
silver coins of the United Kingdom bear to their nominal value.

3. All such silver coins aforesaid, shall be a legal tender to To what
the amount of ten dollars, and such copper or bronze coins to *™°unt-
the amount of twenty-five cents, in any one payment.

4. The holder of the notes of any person to the amount of As to holders
more than ten dollars, shall not be bound to receive more than ©f notes.
that amount in such silver coins in payment of such notes, if
presented for payment at one time, although any of such notes
is for a less sum. R.S,, . 80, s. 5.

11. No other silver, copper or bronze coins than those which No other
the Crown has heretofore caused to be struck or may hereafter $3ins of
cause to be struck for circulation in Canada, or in some pro- copper to
vince thereof, shall be a legal tender in Canada. R.S., ¢. 30, i’:nd“.'

s. 6.

12. His Majesty may, by proclamation, from time to time, As to foreign
fix the rates at which any foreign gold coins of the description, gold coins.
date, weight and fineness mentioned in such proclamation, shall
pass current, and be a legal tender in Canada: Provided that Proviso as to
nntil it is otherwise ordered by any such proclamation, the gold U: 8. eagle.
cagle of the United States of America, coined after the first day
of July, one thousand eight hundred and thirty-four, and
before the first day of January, one thousand eight hundred and
fifty-two, or after the said last-mentioned day, but while the
stundard of fineness for gold coins then fixed by the laws of the
soid United States remains unchanged, and weighing ten penny-
weights, eighteen grains, troy weight, shall pass current and be
a legal tender in Canada for ten dollars. :

2. The gold coins of the said United States being multiples U. 8. gold
and halves of the said eagle, and of like date and proportionate °°ir*
weights, shall pass current and be a legal tender in Canada for
proportionate sums. R.S,, ¢. 30, s. 7.

313 13.
R.S., 1906.
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4 Chap. 285. C'zirrency,

mf e‘;f:., of 18« The stamp of the year on any foreign coin made current

coins. by this Aet, or any proclamation issued under it, shall establish
prima facie the fact of its having been coined in that year; and
the stamp of the country on any foreign coin shall establish
frima facie the fact of its being of the coinage of such country.
.8, c. 30, s. 8.

nD:E“:“-‘lieg’-':lin 14. No tender of payment in money in any gold, silver or

tender. copper coin which has been defaced by stamping thereon any
name or word, whether such coin is or is not thereby diminished
or lightened, shall be a legal tender. R.S., c. 30, s. 9.
REDEMPTION OF COINS,

Redemption 1§, The Minister of Finance may, under regulations of the

of light coin. . . . .
- Governor in Council, redeem any silver, copper or bronze coins
issued for circulation in Canada which by reason of abrasion
through legitimate usage are no longer deemed fit for circula-
tion. 6 El VI I.’ c. 8, s. 1 .
COUNTERFEIT OR DIMINISHED COIN TO BE BROKEN.
By person 16. If any coin is tendered as current gold or silver coin to

tendered. 8Dy person who suspects the same to be diminished otherwise
than by reasonable wearing, or to be counterfeit, such person
may cut, break, bend or deface such coin, and if any coin so cut,
broken, bent or defaced appears to be diminished otherwise than

Who shall by reasonable wearing, or to be counterfeit, the person tender-

Lear the loss. i, the same shall bear the loss thereof; but if the coin is of
due weight, and appears to be lawful coin, the person cutting,
breaking, bending or defacing it, shall be bound to receive the
coin at the rate for which it was coined.

Disputes, 2. If any dispute arises whether the coin so cut, broken, bent

how decided. , defaced, 18 diminished in manner aforesaid, or counterfeit,
it shall be heard and finally determined in a summary manner
by any justice of the peace, who may examine, upon oath, the
parties as well as any other person, for the purpose of deciding
such dispute, and if he entertains any doubt in that behalf, he
may summon three persons, the decision of a majority of whom
shall be final.

T 3. Every officer employed in the collection of the revenue in

322:5; to 1 Canada shall cut, break or deface, or cause to be cut, broken or

coin. defaced, every piece of counterfeit or unlawfully diminished

gold or silver coin which is tendered to him in payment of any
part of the revenue in Canada. )

Definition. 4. For the purposes of this section ‘current gold or silver
coin ’ includes any coin which it is by Part IX. of the Criminal
Code defined to include. R.S., c. 167, s. 26.

A: Printed by SAMUEL EDWARD DAwsoN, Law Printer King’
ek e 1 most Excellent Majesty. i Y

R.S., 1906. o14
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STATEMENT OF BANKS ACTING UNDER CHARTER, for the month ending 30th

LIABILITIES
Rate per Balance due to
4 CAPITAL STOCK. Amount cen'tn Dominion Balance
NAME OF BANK. of Rest of last Government, due to
Capital or Reserve | Dividend Notes after deducting Provincial
_ Authorized. Fund. Declared. fin Circulation. %t:?lgg? Ifﬂxlés. Cég‘- Governments.
NOM DE LA BANQUE. - subsined, | Fak o i 7 Py Balance due au ol
31% ¥ i Mo?ob:trl‘g - Era%:nt n ollllcﬂtllel?t.ion. f ég?%n&%gﬁtén Bala.;:lfg i
Capital  [Capital verss,| deréserve. |Cu dernie O ot popTomente
souscrit. déclaré. verts, bordereaux
de paie, etc.
1 2 3
$ ] $ s 8 L ] $ $
ik of Montreal........ R s Sy . 14 400 000 14,400,000 14,400,000 12,000,000 10 12,049,521 59,936 3,653,061 | 1
1k of New Brunswick.............ccovvvunnnnns 1,000,000 735,400 735,400 1,268,410 13 698,460 30,809 |.......000000000n 2
A TR - os s s s o s b sk R T 3 000 000 2,500,000 2,500,00) 1,250,000 7 1,806,943 16,015 69,000 | 3
ik of Nova Scotia..........coceeiiiviinninnnnnns 3 000 000 3,000,000 3,000,000 5,400,000 12 2,898,975 352,592 12,869 | 4
St:ephan’a BRI < s wovnii s s s b K e BRI 200,000 200,000 200,000 52,500 5 172,140 L R S 5
1k of British North America................... 4,866,666 1,866,666 4,866,666 2,336,000 7 3,257,053 16,600 94,324 | 6
nk of Toronto.............. SRR NN SN 10,000,000 4,000,000 4,000,000 4,500,000 10 3,674,244 34,044 167,119 | 7
slsons Bank.............. Sesais s b s s s e 5,000,000 3,416,100 3,416,100 3,416,100 10 2,880,878 36,566 334,667 | 8
stern TownshipsBank................c.coeveee. = 3,000,000 3,000,000 3,000,000 2,000,000 8 2,447,520 20,167 22308 [ 9
_li(m Bank of Halifax........c...oovvviivininnn, 3,000,000 1,500,000 1,500,000 1,175,000 8 1,424,295 T 10
RNGUO NatIoNAle ......couvsnssnsmesesrernssaseses 2,000,000 1,800,000 1,800,000 900,000 7 1,775,127 22,316 144,512 | 11
+erchnnta’ Bank ofCanada...................... 6,000,000 6,000,000 6,000,000 4,000,000 8 4,740,478 211,918 160,791 | 12
nque Provinciale du Canada................... 2,000,000 1,000,075 1,000.000 200,000 5 997,368 12,729 214,219 | 13
nion Bank of Canada...................cce0uvnns 4,000,000 3,207,200 3,200,410 1,800,000 7 3,027,003 25,676 1,076,630 | 14
{ anadian Bank of Coﬁlmerce ..................... 15,000,000 10,000,000 10,000,000 6,000,000 8 9,640,845 261,378 4,466,932 | 15
‘oyal Bankof Canada................oooevvvinnn 10,000,000 3,900,100 3,900,000 4,390,000 1 3,632,872 157,274 1,518 | 16
PORO RO TINRIE 5 ha e oo s avieeh wsa s s 5,000,000 3,983,700 3,981,070 4,970,177 12 3,820,169 36,446 75,686 | 17
lank of Hamilton............... St e 3,000,000 2,476,200 2,472,860 2,472,860 10 2,384,342 28,698 487,123 | 18
tandard Bankof Canada.................cc0veees 2,000,000 1,562,500 1,560,110 1,760,110 12 1,385,737 16,053 41,494 | 19
anquede St. Jean............covvvviiiiiiniiiiin. 1,000,000 o1 R o e ETTE— AR o s v mera 43,016 | 20
ianque d'Hochelaga.............c.oovvvvvvnnnnnnns 4,000,000 2,500,000 2,500,000 2,150,000 8 2,058,762 33,565 60,638 | 21
anque de St. Hyacinthe..................c.cco0ee 1,000,000 504,600 334,145 75,000 |............ BREBL s s e s e e R S A 22
ank of Ottawa'. T T T 5,000,000 3,000,000 3,000,000 3,000,000 10 2,835,320 23,938 107,712 | 23
mperial Bank of Canada ........ I e 10,000,000 5,000,000 5,000,000 5,000,00) 11 3,860,615 55,422 88,712 | 24
Vestern Bankof Canada...................c0o00e 1,000,000 555,000 555,000 350,000 7 I ST or 1 | S S 25
‘raders Bankof Canada..................co00v00e 5,000,000 4,367,500 4,353,002 2,000,000 7 2,001,990 |.....00iiiiirinianns 82,368 | 26
iovereign Bank of Canada.................0vvenn, 3,000,100 3,000,000 3,000,000 |.....c.00vvuninn SR kL R S 614 | 27
detropolitap Bank...............coovviiiiiiiininn, 2,000,000 1,000,000 1,000,000 1,000,000 8 983,860 |.....ovvvinnnnnnnn, 3,483 | 28
fome Bank of Canada.............ccoovvvinennn 2,000,000 979,000 916,921 297,705 6 044,895 | .o, 64.383 | 29
Jorthern Crown Bank.................coocunnnnn. 6,000,000 2,207,500 2,201,568 50,000 5 RONE L.« . o essimamanemaiis : 618,565 | 30
jterling Bank of Canada. .................... Sy 1,000,000 875,700 807,458 183,749 5 L T 27,153 | 31
!Inited Empire Bank of Canada.................. 5,000,000 635,500 501,612 Nil. 4 172,080 . 0ovvesosiien, 43398 | 32
Farmers Bank of Canada......... S R ek 1,000,000 1,000,000 541,881 Nil. 4 BAB.790 1. ovvinriiiine sonnen 3,49 | 33
Total.....comaimmmnasanavarvisanas 143,466,666 97,672,841 96,244,203 74,006,611 |............ 80,287,724 1,489,377 12,038,715

Return of Canadian Bank of Commerce. Amount under heading ** Other assets not included under foregoing heads,” includ 1d b -
' Return of Bank of British North America. The figures for the )awson Branch are taken from the last mttu-tms rocaiv:'d. viz: uotﬂh ovetl:lnlll:lo(:-l} 1908. Asset No.22, includes bullion.
Return of Bank of Nova Scotia. The latest returns from Branches in Jamaica, are dated 2srd November, 1908, and the figures thereof are incorporated herein,
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November, 1908, according to Returns furnished by them to the Department of Finance.

Gr
PASSIF. amofn
d No
ol Dcpo:lta P o 2l Bamneﬁi due to ) :gr:;:;;‘ti
Deposits by the public, Loans from  |Deposits made| Balances due to |Agencies of the Bank, during |
by the public, | payable after |  Deposits other Banks in by and Agencies of the | or to other Banks or Liabilities month
payable noticeorona| elsewhere | Canadasecured, | balancesdue | Bank, or to other Agencieselsewhere | not included Total
' ondemand in | fixed day in than in including to other Banks| Banks or Agencies | than in Canada and [under foregoing| Liabilities, ‘ ;
Canada. Canada. Canada.  |billsrediscounted.| in Canada. |in United Ki‘ﬂngdom. the United Kingdom, Heads. I Chiffre
== - — = - = = == —_ le plus ¢l
4 des bille
dg‘i)pt?btfic Dél::‘})tﬁg . uD:Rﬁt!':urs taiﬁ:l?ip:ig?l%m Dﬁpg!:n' til rietg mmﬁ“m?q“fé‘ ltdes a;‘:i::l(‘:?;edl‘;eg:ng%% E::%wl:? eﬁga elrclfll;ti
remboursables [remboursables/qu’en Canada. banques en nques en | banqueounad'autres ou & d'autres banques, dans les item |Total du passif.| enaucu
a demiande, en | apreés avis ou Canada, garantis,| Canada et ques ou ou agences, ailleurs | qui précédent. temps
e [oioge e o4 [Dlancen ducs | agencos danslo |qwe Roysame tat " o oy
4 5 6 7 8 ] 10 11
$ $ $ $ $ $ 3 $ $ ¢
1 40,582,357 71,122,663 L B A e O Ty T o 166,784,852 12,819,
2 991,920 388478 |, et g N 1A Sy s e | S 116,420 5,826,478 723,
3 1,957,185 BLOBBBBR. |.. ... cvoennmens i snnssninsasaios 146,645 bl R S N 61,169 10,881,874 2,030,
1 16,775,276 6,746,692 L P S RO | s i e 596,775 1,485 34,183,752 2,971,
5| 88,914 e U SR A R AL SO o i S || e Il e | 10,297 108 540,205 182,
6 8,022,370 15,203,726 g I e W N 80,811 13,905 153,382 4,812,221 34,427,826 3,649,¢
7 8,404,333 b7 TR 7 R 181,649 1,256 144,150 101,698 30,882,853 3.939.7“
8 6,176,368 18,045,005 |, ., ... ......... O A T S e 116,118 37,491 124,632 100,916 27,858,545 3,204,8
9 2,757,955 1087124 [ o T e L R S SRR R 16,247,965 2,766,8'
10 ' 1,331,976 6 558,450 1011001 ;! .................... 146,521 183,267 260,975 30,142 10,974,027 1.466.6("
1 2,473,909 7,246,190 T e e BORNR b o s T s 2 Syt ) S T 12,012,624 2,118,69
12 11,977,200 25,880,153 12 ] R S 2,033,156 | -5 N ke pe e R n A SR 120,865 16,197,627 5.155,4'].
13 625,200 2,661,958 |............. ! L R N T Ty vy eyl e I S 3,688 1,639,504 1,16),02¢
14 10,308,321 M324,317 ... [feoeresrna, 83,782 22,190 9695 |....oiviiiiinanan 28,877,707 3.224.58{
15 27,185,633 O848, 245 LETERRIIY, o e KOO SO8, [ s s v 1,131,386 201,532 106,176,969 9.%3‘030‘
16 8,000,241 18,304,802 1,080,784 : ................... 76,081 652,865 2,672 422 10,458,476 3,742,000
17 10,297,111 KT T (S R TRR) (TR o o 336,214 131,136 T T A s 41,408,480 4.0-“,130!
18 7,489,234 [yl AR RRGRNR AU BRI L s s UE AR A 28,226,952 2,422.422’
19 4,089,849 BRI LR RN S ) (U U BB o o e v A e s AR e e gy 17,048,226 1.432,‘&!)7"
2 25,426 270,107 “F ) R (S WY | SR 15 SV Wl o I 9,486 387,211 14,239
21 3,864,784 ST SRR NN SRR = R W WY 71,05 190,222 15,267,379 2,367,562
2 63,435 L LT S SR LG el R e o B 8511 717,076 13,565'
23 5,803,887 E N i o | RN < T RO b cnc ez esia e i L S R e 206,957,664 2,973,345
N 11,637,014 | L e e 5 R T PR T R L ] I I A A b T LR e Oy VPPt 37,268,795 4,170,340
2 556,965 L0800 £, - ................................... RAOLBRR Y, vovan e el 2,039 5,254,482 518,715
26 6,190,947 17,716,988 |................ fies o souemmnpussses 5,300 552,312 QOIS biiiviiisioueasaina 27,649,922 3,086,220
2 51,909 TR b ocicoconniion J 7,239,789 15 e e 4,032 8,146,755 124,070
28 1,407,082 3,003,888 |................ A 1,908 151,728 |....... S T S 22 5,561,068 1,140,070
29 1,690,749 e T Ll e i e ool ey o R O TR 6,549,547 999,200
30 3,613,256 o oAy RN D S S L RS A S 10,944,470 2,159,175
31 1,087,040 R R o CAK S e T4'895 BRI ¥s < o5 e v e s e vy e 2,640 4,083,065 776,505
32 415,744 532,820 o e s e R [ 21001 |.....0000s N laiale a aare luale 8% 18,744 1,528,004 189,550 ] J
33 282,112 804,671 froeeimieiiiian. L B o o Lo T B T 206 1,557,215 408,480 :
206,315,809 419,920,274 68,234,029 7,384,120 8,348,022 2,387,698 3,345,676 5,786, 815,538,495 85,589,801 J
W . 3 v 2 :
The Western Bank of Canada gives bonus of } of one p.c. equal in all to a dividend of 8 p.c. per annum, '
J )
oo — = s —
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STATEMENT OF BANKS ACTING UNDER CHARTER, for the month ending

ASSETS—
o v
C b L ®
Deposits ' 2 Balances £ gE Ly g5
. wlthp'f;om- '33 i Dﬁ’“imﬁ, due from E 3 g 5 Dominion éé E§
[ inion Go- | Notesof |2 * | made with | Agenciesof | 52 3 and 35 €3
| § i Dominion | vernment and T 93 and the Bank, or| « .E : . |Provincial | == is
i) Notes. | forsecu- | Cheques | & g- balances | from other | 522 i3 | Govern- | -E -
ritf of note| on other | 7 E due from Banks or ; £ oo ment, %g SEE
cireula- Banks. | > gz |other Banks| Agenciesin 5-;'5' %% (Securities. o =
NAME OF BANK. tion. g 2 | in Canada. | the United | % S fa: g 3
£ Kingdom. | ¢ E R4
l . N R R T e tom. | 428 hga| - |E2 1 g3s
Dépot fai HE dues e tes| 95 333 | obiiga- - i?'}%
NOM DE LA BANQUE. ¢pot fait g2 ues par les . - :
S o | Billets |25 EX [Dépots faits|Cae Ros de | g% g_i,g tionsou | 55 =2%
vernement| d'autres ﬂi _E'E tres banques la banque, E.‘.‘.“g g effets du Bx EE z
- Eapsoes Billets éral [banques et| £& =g " o e ou par SE 2 g,s gouverne- | 2 eg ES =
“SPECES. | fedéraux. | en garan- | cheques | £ :5 ot balances |, dautres | S*g 23S lment fédé-| 7 & g.ﬁg
tie de la sur sZ Zm|qias par ces banquesou | 58 ¢TE ral oudes | 2£= <335
circulation| d'autres | 3¥ <a (TR VS agences Egg £5%Z |gouverne- 'gié gi=
des banques, | £7 i“ Qe dans le = ments pro-| = &
billets. 2 Royaume- | & e vinciaux. | € =
!
i 1 2 3 4 6 ] 7 ] 9 10
1
8 8 8 $ $ $ $ § $ $
2 U I R e O, 5,632,114 8,054,460 600,000 4,800,847 990,977 1,514,9°.9 1,324,376 11.480,311 1.463,074 485,695 | 1
“of New Brunswick...................... 264,899 515,775 35,000 T 66,503 9,003 390,043 134,064 81,312 | 2
ee Bank.. ... D e R S ST S 381,429 164,929 87,360 8142 | 61,32 S | vcmavanig 157445 150,633 152,626 | 3
uc DENOVE BoobB. ....ovevrmrnnaranse cassnsrssesn 2,236,660 2,723,668 150,110 SILLRTY bicinaviaes 631,333 1,421,415 2,171,049 540,610 1,767,928 | ¢
1
"it.aphcn‘s e e T 9,568 21,827 13,000 17,761 ..... ) e BRAI o vcnmniiamifpamere srvans 5
,k of British North America ..................... 847,030 1,970,791 682,775 951,613 : 321.813 5,321 151,973 1,548,157 652,810 1475602 | 6
‘k [ 40 We| 0] ) - - Dt e A by e R 715,358 3,019,207 160,000 1,251,631 | 597,216 2,385 87,41 1,567,211 111,467 27,800 | 7
BB v s RS 566,142 | 1908347 | 145,000 | 1,281,436 | 157.3% 258,302 806628 | 11203% | 176,269 766,321
“tern Townships Bank. ....... ............... . 414,006 873,367 123,000 613,056 : 315,457 646,018 5,317 1,941,759 167,073 47L100 | g
Bion BaBE of TAUHENE. .. ... ..covinivrvassssnsaseers 362,198 | G38837.) 75,000 | 735,899 |.......... OO R 370718 | 600,781 205,110, 19
T NREEONRID . oo v v v vy aian v s SR S b e e 139,705 196,415 690,000 915,708 |.......... 53,979 59,826 (68,872 16,500 10,700 | 11
Archants Bank of CanAda. ........cvvvresirsersiesss 1,569,822 | 3,013,220 240,000 | 2,276,482 | 186,880 £ L o viaai 12,625 609,071 635,453 | 19
"nque Provincialedu Canada ...... .............. 10,448 39,922 45,519 190,601 ! .......... 298,391 18.952 TRBOE [smsinmimninia 649,000 | 14
’1 fon Bank of Canmdes ... ..ovivcssianvis s vssa i 560,058 5,010,735 150,000 2,146,956 |......... 172,830 116,386 1,156,308 146,070 336,465 | 14
llm.diu.n Bank of Commerce ............... crenssess| 472,062 8,503,203 459,000 4,344,762 | 1,061,252 II 11,850 65,750,669 3,191,278 3,700 471,069 | 15
'nyal Banle OF CBRANAN. . .. o cvscnvuivanrsion ivonamsn s 3,165,088 | 3,324,405 190,000 | 2,812,579 514,248 5 e A R 791,554 297,708 2,300,189 | 14
SIENION BANK 40ttt et e s 1,149,202 3,530,755 160,000 2,288,756 | 6Y8,:19 525,419 2,199,889 335,456 569,431 | 17
:"nk 38 s T TR e N A S A 508,714 5,879,771 125,000 | 1,505,360 254,417 52,181 173,933 724,730 307,013 3,189,756 | g
“indard Bank of Canada.............oovvveiriinn.s 211,356 | 1,156,028 61,000 w0400 | 372,520 376,797 24,880) 22,000 327,247 1,181,220 | 19
R S S O | 10 18 11,427 (17— 8986 (... ..o.uuunns RN e | /", L | (ot et 2
Enque ATHOChGIAZA .. c.vvvrrvirivrenneeseenrernns 280,924 | 1,495,239 102,996 | 1,525,567 |.......... 193,624 52,635 1,117,361 852,151 655,361 | 91
1‘um:xue 00 Bt HYRolnthe: o ivitiiisivisrvs srrriiehnrorenr el vsseas oea 16,995 |..ovnerrnnnelinnranonss 39,668 1I ............ T e E e e S A 29
ank of OtLAWA . ..ooovimmianiniirassrirrsssannnamasss TI8,776 | 3,411,370 150,000 7,879 | 166567\ 2,287,416 | 389,453 833,272 801,882 1,041,523 | 9
“wperial Bank of Canada.............c.oooo L139,408 | 5,407,825 | 190,532 | 2,044,395 | 583,816 516,492 631,907 2405910 | 528,465 1,744,083 | 94
© ostern Bank of Canada. ............................ 3808 | 84746 | 27,005 |  e3u41 ... 1,563,208 |... ... 19211 | 126478 380,395 | 5
,fa.dcrs Bankof Canada...................... Sas e 391,426 2,611,545 148,270 813,700 24,532 652,325 10,308 081,872 _ 604,084 384,018 | 9g
Yvereign Bank of Canada.. ........................ 134 2,168 123,569 18,483 |.......... MBI M e et 85 Jo v muaieaas 613 | o7
l[m:x-opolit,an L R R A P e S e UL 103,082 639,158 47,200 368,603 |......... G WA 119,204 ‘ 45,078 128,759 | og
fome Bankof Canada............ ..o.oiiiviiuiinnnn 61,864 493,485 35,000 301,788 |.......... 367,610 16,310 313,840 ... . 43,778 | o9
Vorthern Crown Bank.......... S anliske ey 183,467 | 1028508 | 76,000 |  S4,37 ... 732,153 13,337 328253 | 165,000 21917 | g,
sterling Bank of Canada ..........ccoooiiiiiniinnn P 30,627 477,839 33,718 319,346 |.... ..... A RS 125,527 T PR R R i 2
Jnited Empire Bank of Canada............. saverens 13,585 20,318 12,000 45218 [.......... 258,813 2n WO frvivaia i piiaiieres i 32
farmers Bank of Canada...........coooiiviiiiiiinanes 7,269 60,085 15,000 106915 |....000044 180,846 14,239 17,842 |.iivuinas S e PR .| 33
TObRY, o r e PR cennenes| 26,324,448 ¥ 65,847,141 4,672,476 | 36,989,587 | 6,602,012 12.‘34_1.382 15,108,319 36,788,499 .| 9,663,184 19,506,214
y v ' v v 3 :
FINANCE DEPARTMENT,
Orrawa, 16th December, 1908, /
.
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30th November, 1908, according to Returns furnished by them to the Department of Finance.

S O =S e W

£ B8 N EE R BB

|

ACTIF.
v . I ‘ Mort- ‘ Other 'l Aggregate |
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T. C. BOVILLE,
Deputy Minister of Finance.
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SAVINGS BANKS AND FRIENDLY SOCIETIES.

POST OFFICE SAVINGS BANKS FUND.

AN ACCOUNT for the Year ended 31st December 1907, showing the INTEREST accrued in
respect of the SECURITIES standing in the Names of the CommissioNERS for the REpUCTION
of the NarioNaL DEBT to the Credit of the Post Orrice Savings Banks Funp, the
INnTEREST Paid and Credited to DEPOSITORS in pursuance of the Acts relating to Post OFFICE
SAavINGs BANks, and the Expenses incurred in the execution of those Acts; prepared pursuant
to Acts 40 Vict. c. 13, 8. 17, and 54 & 55 Viet. c. 21, 8. 15.

SAVINGS BANKS FUND.

AN ACCOUNT for the Year ended 20th November 1907, showing the INTEREST accrued in
respect of the SECURITIES standing in the Names of the ComMmIssiONERS for the REDUCTION
of the NATIONAL DEBT to the Credit of the Funp for the Banks for Savinegs, and the
InTEREST Paid and Credited to TRUSTEES of SAvINGS BANKS; prepared pursuant to Acts
40 Vict. ¢. 13, 5. 17, and 54 & 55 Vict. e. 21, 8. 15.

FRIENDLY SOCIETIES FUND.

AN ACCOUNT for the Year ended 20th November 1907, showing the INTEREST accrued in
respect of the SECURITIES standing in the Names of the CommissioNErs for the REDUCTION
of the NaTioNAL DEBT to the Credit of the Funp for FrieNpLy Socieries, and the
InTEREST Paid and Credited to the TRUSTEES of FRIENDLY SOCIETIES; prepared pursuant
to Acts 40 Vict. ¢. 13, 8. 17, and 54 & 55 Viet. c. 21, 8. 15.

Treasury Chambers, . TOTIRE
e } ¢. HOBHOUSE.

(Presented pursuant to Acts 40 Vict. c. 13, s. 17, and 54 & 55 Viet. c, 21, 5. 15.)

Ordered, by The House of Commons, fo be Printed,
15 June 1908,

LONDON:
PRINTED FOR HIS MAJESTY’S STATIONERY OFFICE,

By EYRE AND SPOTTISWOODE, Lrp.,
PRINTERS TO THE KING'S MOST EXCELLENT MAJESTY,.

And to be purchased, either directly or through any Bookseller, from

WYMAN axp SONS, Lrp., Ferrer Lang, E.C., and
32, ABINGDON StrEET, WESTMINSTER, S.W.; or

OLIVER axp BOYD, Tweeppare Courr, EDINBURGH ; or
E. PONSONBY, 116, GrartoN STREET, DUBLIN.

175. [Price 1d.]
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2 ACCOUNTS RELATING TO

POST OFFICE SAVINGS BANKS FUND. & P e &

AN ACCOUNT for the Year ended 31 December 1907, showing the INTEREST accrued in
of the NaTioNAL DEBT to the Credit of the Post OrFicE SAvINGS BaANks Funp, the
OFFiceE SAviNgs BANKS, and the Expenses incurred in the execution of those Acts;

£. - S

Interest accrued on Securities standing to the credit of the Post Office Savings :
Banks Fund - - . - . - - - - - . - - | 4,219,330 17 10

Excess paid and credited - - - . - - - - - - - 86,246 19 11

£ | 430557717 9

SAVINGS BANKS FUND. R A e S

AN ACCOUNT for the Year ended 20 November 1907, showing the INTEREST accrued in
of the NATIONAL DEBT to the Credit of the Fuxp for the BANks for Savings, and the
40 Vict. c. 13, 8. 17, and 54 & 55 Viet. c. 21,8 15"

Interest accrued on Securities standing to the eredit of the Fund for the Banks for
Savings, after deducting expenses of Savings Banks Inspection Committee, under
Section 4 (1) of 54 & 55 Vict. ¢, 21 - - - - - - . - - | 1,431,690 15 1

Excess of Interest paid and credited to Trustees of Savings Banks by the National
Debt Commissioners - - - - - - - - - . 5 . 7,327 19 5

— e

|
el [
£.| 1,438,918 14 6 ’

FRIENDLY SOCIETIES FUND. - - . ®  a  a

AN ACCOUNT for the Year ended 20 November 1907, showing the INTEREST accrued in
of the NATIONAL DEBT to the Credit of the Funp for FrienoLy SoC1ETIES, and the
to Acts 40 Vict. ¢. 13, 8. 17, and 54 & 55 Vict. c. 21, 8. 15.

— — A — e

L. & 4

Interest accrued on Securities standing to the credit of the Fuud for Friendly Societies 32,347 8 5
Excess of Interest paid and credited to Trustees of Friendly Societies by the National

Debt Commissioners - - - - - - - - . - . - 14,194 13 4

£ 46,542 1 o

National Debt Office, ;
9 June 1908, ‘
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SAVINGS BANKS AND FRIENDLY SOCIETIES. 3

- - . POST OFFICE SAVINGS BANKS FUND.

respect of the SECURITIES standing in the Names of the CoMMIssIONERS for the REpUCTION
INTEREST Paid and Credited to DEPOSITORS in pursuance of the AcTs relating to Post
prepared pursuant to Acts 40 Vict, ¢. 13, s, 17, and 5% & 55 Viet. c. 21, s. 15.

£. s, d.
Interest paid and credited to Depositors . - - - - - - - 3719975 - 2
Expenses incurred in the year - > . - - - - - - 585,602 17 7
£ 4305577 17 9

- - - = = = SAVINGS BANKS FUND.

respect of the SECURITIES standing in the Names of the Comyis3atoNERs for the REDUCTION
INTEREST Paid and Credited to TRusTEES of SaviNgs BaANKsS; prepared pursuant to Acts

’ Z. s. d.

Interest paid and credited to Trustees of Suvings Banks - = <« « & =] 143891814 6

£ | 1,438,918 14 6

. = - - FRIENDLY SOCIETIES FUND.

respect of the SecurirTies standing in the Names of the CoMyIssioNErs for the REDUCTION
INTEREST Paid and Credited to the Trusrees of FRIENDLY SOCIETIES ; prepared pursuant

£, s d.
Interest paid and credited to Trustees of Friendly Societies « « « o 46,642 1 9
£, 46,542 1 9

G. Hervey,
Comptroller-General,

175,
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NATIONAL DEBT
(SAVINGS BANKS AND FRIENDLY SOCIETIES).

—

l.—AN ACCOUNT ol the Gross Amoust of all Svws Received and Paid by the Coyyise
stoNERs for the Repverioy of the Naviovan Davr on acconnt of Bavks for SAaviNGs
and FRIENDLY SoCIETIES in Great Britain and Ireland from their Commencement at
6th Augnst I817 to the 20th November 1907, inclusive :— Of the AGGREGATE AMOUNT
of the SEraraTE SurerLus Fusp of all Savings Bavks at 20th November 1907, and of
the Gross Amount of all Sums Transferred to or paid out of such Surplus Fund in the
course of the year ended 20th November 1907 :—And, of all Expexses incurred by
the said ComMissioNERs for Sananries of CrLerks, or other Incidental Expenses during
the year ended 20th November 1907,

2.-~AN ACCOUNT settiug forth in detail the whole of the several transactions whieh have
taken place during the year ended 20th November 1907, in the INvEsTMENT of all MoONEYS
which eame into the hands of the Comyissioners for the REpveriox of the NATIONAL
Dept, for SaviNgs Bavgs and Friexpry Socieries, and of all the Variations which
have taken place during such Year in the Securities held by the said ComyuissioNers for

those Institutions.

3.~A STATEMENT showing the AGGREGATE AMoUNT of the LiaBiLiTiEs of the GOVERN-
MENT to the TrUSTEES of SaviNgs Bavks and FriexpLy SocieTies respectively, at
20th November 1907, and the Nature and Amount of the Securities held hy the
CommissioNeErs for the Repvcorion of the Nartionar Dest to meet those Liabilities
at that date,

Treasury Chambers, . e

(Presented pursuant to Acts of Parliament, 26 & 27 Viet. c. 87, 5. 60 and 4 Edw. 7. c. 8, 5. 9.)

Ordered, by The House of Commons, to he Printed,
24 February 1908,

LONDON:
PRINTED FOR HIS MAJESTY'S STATIONERY OFFICE.
BY EYRE AND SPOTTISWOODIE,
PRINTERS TO THE KING'S MOST EXCELLENT MAJESTY.
And 1o be purehased, either directly or through any Books<eller, from
WYMAN axn SONS. Lro., Ferrer Lase, E.C.. and
32, AniNgpoN STrEET, WrestainstER, S.W. : or
OLIVER axp BOYD, TweepparLe Counrt, EDINBURGH : or
% PONSONBY, 116, Grarrox Strerr, Dunpis.

Lo

gy [Price 1d.]




ACCOUNTS RELATING TO SAVINGS BANKS AND FRIENDLY SOCIETIES.

ltG

SAVINGS BANKS AND FRIENDLY SOCIETIES. - - - - - .

AN ACCOUNT of the Gross Amoust of all Sums Received and Paid by the Commissioners for the REpucriox of the
/ Commencement at 6th August 1817 to 20th November 1907, inclusive :

i GROSE AMOUNT of all Stocks, Annuities, and other Seenrities standing
‘ GROSS AMOUNT in the Names of the Commissioners on 20th November 1907,
of all Sums
From 6th August 1817 received from | GROSS AMOUNT = —~
Trustees, :
A | of all Sums "
&n and Interest ) . i.\ dmnu:
cradited to them, | P#id to Trustecs, : I respec
including including | | Annuaities of which
20th November 1907, inclusive, A 8 g Rills and Annnities
Interest up to and Thtoresk. Stocks, : for Terms of had not
due upon Donds, been
| Years, e
20th Nov. 1907, | | granted at
I 2uth Nov,
1907,
|
£ s d E s d £ s & i o £, 8. d £,
GREAT BRITAIN and IRELAND ; | .
», | |
Savings Danks . . - - . - = 190,160530 14 8 | 137,232,463 11 - 31,674,403 5 4 | 1.130.000 1,455,188 17 10 16,017
| |
| |
z I .,
| |
‘ |
‘- l
- I l |
Friendly Socicties, per Act 59 & €0 Viet. e. 28 - jop70701 7 1| 8824767 18 10 1,260,705 - & A : - =
| — -
1
TOTAL SAVINGS BANKS and £ DOM) AT 1 0 ’ RS 9 9 I 22435108 5 0 1.18 o -
FRIENDLY SoCIETIEs § = ! 2003310522 1 0 | 146,057,231 0 10 LE b T y 130,000 1,865,186 17 10 16,017

AN ACCOUNT of the AGGREGATE AMorxt of SEParaTE SURPLUs Foxn of all Savivas Bavks at 20th November 1907 -

and of the Gross Avount of all Sums Transferred to or paid out of such Surplus Fund
in the course of the Year ended 20th November 1907.

Not earrying Al , =
Tuterest. Carrying Interest, ToTAL,
L. w-d & & d £ w d
Balance on Separate Surplus Fund, at 20th November 1906 » * - 3536 6 b 366418 1 3 719,764 7 S
Transferred to Separate Surplus Funid during year ended 20th November 1.304 _ 19,368 14 - 20,662 14 2
1907, -
35650 6 70| 385,776 16 3 740,427 1 10
Paid out of Eeparate Surplus Fund during year ended 201 November 1907 1,084 111 | $R00 = -~ 5834 111
oe al ¢ YOV w1907 £ & IR AL " s Xk z il
Balanee at 20th November 1007 -« £ 353,616 4 8 | 380,976 15 3 734,502 19 11

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




Digitized for FRASER

http://fraser.stlouisfed.org/

ACCOUNTS RELATING TO SAVINGS BANKS AND FRIENDLY SOCIETIES.

— 1. —

SAVINGS BANKS AND FRIENDLY SOCIETIES.

NarioNaL DEnt on account of BANKS for SaviNgs and FriexpLy SocieTies in Great Britain aud Irelaid, from their
prepared under the following Heads, pursuant to 26 & 27 Viet, ¢. 87.

—ap——

51,080.541 16 4 | 82,224 15 0

SUMS PAID. ]
RECEIVED GROSS AMOUNT
g - =i from
AMOUNT AMOUNT EXCHEQUER |  °f Interest paid
. | of Intereat received from on account and credited
Tor 5 ’ Exchequer, of Deficiency of i
sthnk]?u Rclnuu; t;rt For | Ex chlu ::nwr, Dividends and per Act J Capital, to Savings Banks
o g Fiete. SMRUN O ‘ . lrenie | sAVINGS BANKS sl
m{]::r f;“ﬂ:rit'ih'a‘ | Expenses 40 ";:.';_ﬁ'c. 13, i Capital [ Tetng Brons | per Act ) » I-‘r!(-nltl)lt\' Societies
hivel :f A charged on | being Excess | A (69,847,522, =3, bd.) I Int:strost I 0B 4-ln\"llct. % i "'_ tl}e
Sums received ! of | TOTAL tn Temming | wredited t ol Commissionera,
5100 the Interest | aTerminable | credited o = | FRIENDLY
for Sales Trustees above T including Interest
and ; . acerued Annuities that Roctusd SOCIETIES,
for Return of Savings | aver " el dode per Acts up to and due
«  Capital Interest | RbaebRed DY W L 15 & 48 Vict, 3
in 'I"m!:ninnhlt- Banks Fund, eredited to ! Commissioners. PGS D, ¢. 72, 8 21, S
Annuities. | Trustees. and 20th Novembher
: [ | 50 & 61 Viet. e, 16, 1907,
= I . ! : —
{ | 1
£ 8 d. £, & . £ 8 d. £. s d, L. 5 il L s d, &. 5o . £. & dn
| |
| | 160,020,459 17 11 764,763 15 - 2,217,323 18 -
50,606,870 11 9 82,224 15 10 102,201 5 3| 50,091,296 12 10 163,002,647 10 11 | 9459430 18 7
. ’ '|
| | |
| |
|
|
|
[
| | 2,632,004 - T SLL648 13 - | 1260826 3 9
1,473,671 4 7 -= — 1,478,671 4 7 _ 4,717,328 17 4 4,587,021 18 2
| |
[ I
‘ |
- — — e — | —_— - - - — ——e
. e ‘ | — e |
" ' 162,653,413 18 6 | 1,579,312 8 - 3,487,150 1 9 |
g J = s e
102,201 5 3| 52,164,967 17 5 167,719,876 8 3 | 09,046,452 16 9

Balance in Banks of England and Ireland (less Drafts issued but not paid) ; S8avings Banks, United Kingdom -
Ditto - Bank of England - - - - - - ditto - - - - = Friendly Societies, United Kingdom - -
&

Besides the above-named Securities, the following Balances remained uninvested on the 20th November 1907, viz. :

=

X o d
211,331 13 3
2,669 210

213,990 16 1

AN ACCOUNT of all Exrexsgs incurred by the said CommissioNers for Savaries of CLErKS, or other Incidental
Expenses, during the Year ended 20th November 1907,

Federal Reserve Bank of St. Louis

but, so far as the same can be estimated, they may have amounted to 4,0007,

The CHARGES of MANAGEMENT under this Head are not distinguished from the General Management of the Office of the Commissioners
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4 ACCOUNTS RELATING TO SAVINGS BANKS AND FRIENDLY SOCIETIES,
— 2. — - - - - - - - = -

AN ACCOUNT setting forth in Detail the whole of the several Transactions whieh have taken place during the Year

Commissioners for the REpucrtion of the Natioxan Denr, for SAviNGs Banks and Friexpry SOCIETIES, and
CommissioNers for those Institutions,

SUMs Receiveld on accomnt of Savings Bavks.

For Securities Sold and Securities Paid OfF, ]

| | ToTAlL
DATE. ! War Guaranteed | Exchequer | Exchequer | Treasury  Greek Irish Land a SouMs
Consols, Bonds | Bonds Guoaranteed Commission Price. ' RECEIVED
1. Stock.  Land Stock. | (1997). (1909). | Bills 2} % Bonds. = Bonds. . .
| i (NS LI (bl (OSSP
| | |
& & & £ £ £ £ 4 & L. L. | L & &
Balance in Banks of - B N e I - | A ST (£ RE PR [ T T - Ll [T S i - - 6L500 1 1
England and Itre- | | | |
land at 0 Novem- | | | [
ber 1408, | | : i
| | | I
1906, | | | |
28 November - - g — |’ - - — = o 16,000 par ‘ 16,000 - -
8 , - . — - - - -- - - - 5,500 par 5,600 - -
7 December - - - - — - | = 10,000 - - 3 % dise. | 0806 4 -
1, = o = = 100,000 = # 98,070 4 2
17 . s - 15,000 - - - - 863 13,012 10 -
8, - . = = 4o0 = . - - - % 3470 - -
% o - . - -- - BO,000 - 83 ©/, dise. 19597 5 3
B ol S ¥ = 2 [ - 20,000 - - = 19,794 13 2
19 2 s R, . w—— ._. - — — 100,000 - 87 87,000 - -
o7 " . o - — : 5,000 - . -_ - 86 4,337 10 -
27 4, - = - 4700810 6 e S — T = 7 - 5317 40,397 18 11
n o - - | 99,000 18 2 = = kit | = = - R 25,000 - -
31 - - . - o, = - 100 — 87 67,077 « =
1907, | |
9 February - - = e : = _ 19,000 i 100 19,000 - -
gl ] i == ~ — 10,000 —~ = =~ 0935 0,003 15 -
i85 - - = Mo = 20,000 .y " - 100 20,000 - -
26 " i s =53 i : - , 30,00 ¥ = S " 20,000 = -
1 March = =l — e s 4,0 -- . 3 i 3 40000 - -
P . i = - s = == £< 50,000 = = 3) ®gdise, | 4961712 9
1, h g - 0000 | - il B ¥ - = o7 20,100 - -
% ., E a - _— | 20,000 | = = e i — 96] 19,875 - -
Wy E s - 40,000 e o " = e A o7} 38850 - -
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REPORT

OF THE
PROCEEDINGS OF THE INSPECTION COMMITTEER
TRUSTEE SAVINGS BANKS
P FOR THE

YEAR ENDED 20TH NOVEMBER 1907,

WITH

APPENDICES.

’ SIXTEENTH ANNUAL REPORT,

Trustee Savings Banks’ Inspection Committee,
9, Selﬁe Street, London, W.C,,
6th January 1908.
To
The Commissioners for the
Reduction of the National Debt.
My LoRps AND GENTLEMEN,
. WE have the honour to report to you, in pursuance of Sub-.section 7

of Section 3 of the Savings Banks Act, 1891, onr proceedings for the year

ended 20th November 1907—the sixteenth which has elapsed since our
appointment under that Act.

THE COMMITTEE.
Our first proceedings during that year were to re-appoint our Chairman, Re-appoint-
Sir Albert Rollit, (our Vice-%lmirman, Mr, Thos. A. Welton, F.C.A., ment of
having been appointed in 1905 for the term of four years), and also our U';"g't““':l’
Standing Sub-Committees of ““ Accounts and Inspectors’ Reports ™’ and of ing Sub.
“ Rules and Special Purposes, ” with their membership unch s

anged, viz. :— Committeos.
Mr. Heppeor and My, Stutchbury, in the case of the former Sub-(.‘ummlttee,

and Sir Edward Brabrook, My, Walters, and Mr. Wood in the case of the
latter, with the Chairman and Vice.Chairman as members of each ex-officiis.

The services of a Special Sub-Committee, consisting of Sir Albert Rollit Special Sub-
and Mr. Walters, hoth ex-Presidents of the Law Society, were subsequently Committee,

required to deal with a matter which involved (uestions relative to Special
Investments.

The period of four yeavs for which Mu. Stutehbury was appointed a Member's
member expired on the 20th November last, and the vacaney thus caused was vacation of
filled by the Governor of the Bank of England appointing Mr. H. B. Orchard, office.
Chief Accountant of the Bank of England, to act as a member of the Com-
mittee for a period of four years from that date. The retirement of

76. A2
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Mr. Stutchbury, prompted by considerations of health, is a matter of great
regret to us. His wide experience of Banking and Finance and his other
high and expert qualifications have been of the greatest possible value to
us during the past 13 years, and we trust that veliet from official duties will
conduce to the preservation of hix health and the enjoyment of a well-earned
leisure.

The appointment of Mr. Orchard was acceptable as it renews an asso-
ciation with the office of Chief Accountant of the Bank of England, which
existed until Mr. Stutchbury retired from that position in 19053,

The completion of ‘the past Savings Bank year also terminated the period
of service of the three members of the Committee (Sir Albert Rollit,
Mr. Hepper, and Mr. Wood) who represent the Banks under Clause 4
of the Statutory Scheme regulating our appointment, constitution, and
proceedings, framed under Section 2 of the Savings Banks Act, 1891,  Each
of the Banks (at present 22) having the necessary qualification, viz. :—a
Balance of not less than 500,000/, on its General Account at the National
Debt Oftice on the 20th November 1906, made a fresh nomination, and, from
the list of the names of the gentlemen so nominated as eligible to serve,
the three remaining members and our new member unanimously selected
those of the three retiring members, who were in cach case nominated by
a large majority of the Banks, and who have since duly accepted office.

These changes and re-appointments have involved some modifications
of the membership of our Standing Sub-Committees. Mr. Wood, who is
Chairman of the Edinburgh Savings Bank, now shaves in the work of the
Sub-Committee of *“ Accounts and Inspectors’ Repoiws,” Mr. Orchard taking
Mr. Wood’s place on the Sub-Committee of “ Rules and Special Purposes.”

Our expenditure amounted during the past year to 4,361/, 1s. 9d., of
which particulars will be found on page 12, where the usual annual account
appears as Appendix A to this Report.

INSPECTION WORK.

At the beginning of the year there were 224 Banks certified under
the Trustee Savings Banks Acts, 1863-1904, and all, including most of
their Branches, were inspected before the 20th November 1907. Supple-
mentary visits were paid to 182 of them, the interval being made as long
as possible. Our Chairman also visited several Banks and officially conferred
with their Trustees and Managers on the subject of their duties and
management.

The Reports of our Inspectors upon the Banks are, in the great majority
of cases, satisfactory. Some informalities and infringements of rules have
been noticed in the case of a few Banks, arising partly from pressure of business,
and partly from undue reliance upon personal acquaintance with depositors
and upon local knowledge. Owing to these causes, there is sometimes a
neglect to make suitable permanent records of facts, to obtain proper vouchers
for the sums repaid to depositors, to keep a complete register of depositors’
signatures, to make a note of the circumstances causing a chance of name to
protect the Bank by a proper explanatory record of the reason for issuing a
duplicate pass-book, and the like. From these omissions, inconvenience a;nd
even loss to thg Banks may arise when the verbal testimony of the partics is
no longer available, or when matters are complicated by family or other
dlﬂerel;ces and disputes, Necessary inquiries may be rendered difficult and
ﬁ:r:rr;agetfgether frustrated, and the risk of personation of (leppsitors is

In exceptional cases where the rules have not been carefully observed
and where the administration may have been somew hat invlﬁcien{ (it}?enc
times been found difficult to prevail upon the Trustees and Managers t ta l? ;
the action necessary to put matters in better order, They somgtilz 1 t}:;t ;
:lx t({{n(.len'cy to support an officer whose acts or omissions a re called in q?nisiisl‘:
n fact, it may he inferred generally that negligence and inefﬁciency natumll\:
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result from want of active control by the governing body, implying a
disposition to leave the affairs of the Bank too exclusively in the hands
of an official, who may in time come to regard his own interest, or
convenience, as a paramount consideration.

One indication of efficient management is, in our opinion, the possession
of comparatively modern rules, dating back not later than 1895, when we
first prepared a set of Draft Rules for the use of Savings Banks, which was
published in our Third Annual Report (H.C.P’. 42, Session 1895). These Draft
Rules have been revised, as new I'reasury Regulations were issued, and were
last published in our Fourteenth Annual Report (H.C.P. 57, Session 1906).
Since this subject was mentioned last year 10 Banks have completely revised
their rules, and others have done so partially. Revision of rules is in pro-
gress at 12 Danks, but 44 still -administer their affairs by means of rules
dated prior to 1891, when the first of the last three Savings Banks Acts
was passed, while the rules of 27 date back to 1863, when the Statute Law
relating to Savings Banks was codified, nothing having been done since then
to vevise them as a whole, although in some cases a tew partial amendments
may have been made on points of detail.

There is now little likelihood of serious errors in book-keeping (as
distinguished from frauds or falsifications) escaping correction by the
audit, or notice by the Inspectors. The books in use at many Banks are
not so complete as to admit of the accounts being kept and balanced by
double entry, but the form in which the Annual Returns are rendered to
the Naticnal Debt Office serves as a mede of effecting a complete balancing
of the accounts and of bringing the figures of the year into one general
statement.

The accounts of the Banks for 1906, which formed the basis of
Inspection work for 1907, purported in every case to have been accurately
halanced without recourse to entries in a suspense account. In one instance
only did an error emerge in the course of the inspection. This was detected
by the Inspector in the castings of the interest credited to depositors, of
the balances due to them, and of those balances as extended for statistical
purposes into classes, according to size. A corrected Annual Return was
forwarded to your Department, and the Bank has since been reorganised,
the Secretary and Auditor having both resigned.

An error of ds. in the balancing of the Accounts of one Bauk in 1905,
which Lad formed the subject of repeated subsequent searches, was at length
cleared up hy the ofticers of the Bank last year. The difference was due to
the posting of a deposit of Ds. to two separate deposit accounts, and as
such should have been noticed on the first re-checking of the postings. It
was traced by the comparison of the deposit account to which the item
had been improperly posted with the depositor’s pass book, when produced
at the Bank (for the first time) two years after the mistake had been made.

At 10 Banks the postings from Cash-Books to Ledgers have been found
by the Inspectors to be in arrear, and at 11 Banks the duplicate vecord of
every transaction, required as evidence of the application of the statutory
double check, has been reported to be occasionally faulty, entries of one

and the same transaction having been found in both Cash-Books at each Bank

in the same handwriting.

In most eases the Auditors of the Banks are either qualified professional
Accountants, or persons otherwise competent ; but at 17 Janks attention was

drawn to insufficient work by the Auditor. Irom the smallness of the fees
which these Banks can afford to offer, there is sometimes a difficulty in getting
the best men as Auditors. But, nevertheless, this is a most important matter,
to which the attention of the Trustees and Managers should always be given
in the public intercst, and for their own protection. ,

It is in our opinion an indispensable condition that the independence
and efficiency of the audit should command the confidence of the public, and
should be free from any doubt arising from family relationship or otherwise.
Accordingly, at an important Bank, the management of which in all other
essential particulars appears to be eflicient, we drew the special attention of

the Trustees and Managers to the fact of the Auditor and the paid officer in
' A3

Rules.

Accounts,

Audits.




Dormant or

unclaimed
deposit
accounts,
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ture.
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charge of the Ledgers being father and son. The Bank’s Committee have
nevertheless maintained the arrangement to which exception was taken, and
have thus assumed full l'cspnns:lnlltv for the efficiency of the audit so

performed.

At eight Banks there was a change of Auditor last year owing to death
or resign: tbum but at only one of thom was the oppmtumtv taken to substitute
as Audltor a pmh'mlon.ll Accountant for a person not in practice as such,
In the case of another Bank, in consequence of civcumstances showing that
the audit rule in force was insufficient, lt became necessary in the exereise of
our powers under Section 3 (5) of the Sav ings Banks Act, 1891, to draw an
audit rule requiring the Trustees and M‘m‘m(,r% to seloct an \udttor with
technical qualifications. The new rule was a(luptvd hy the Bank, and will
take effect in the present vear.

The Ledgers of many Banks contain dormant or unclaimed deposit
accounts, the e\1-tcnr*c of which is largely due to the secrecy esteemed so
highly by depositors. This feeling we ‘understand and r(,apect but we have
lon"‘ ‘advocated the adoption of a rule requiring such accounts to be
earmarked by transfer to a separate Ledger after a period of time,
(such as seven or ten years), during which no transactions have taken
place. In one ecasc reported last year, payment of a sum deposited
in the name of a person in the year 1826 was not claimed by him
until last February, by which time it had accumulated to ten times the
amount of the nuumal (l(:])()blf solely by the addition of compound interest,
no intermediate transactions of dopnslt or repayment having taken p]ace.
Such deposits are almost at the mercy of any fraudulently-disposed officer,
with knowledge of the facts, especially if he has possession of the genuine
pass-book ; but the Actuaries have not mfrcquentlv resisted the .uloptlon of
the pr actice suggested, alleging that it would involve unnecessary trouble,
and in some cases be. mlpru,tluhle [t seems to us, however, that any
trouble at the time of transfer, and when claims by the true owners l'e,quu'
transfers back again into the Ledgers containing the current accounts, is
compensated by the consideration that, pending re-claim, the isolation of
these accounts in the mamner recommended tends to prcth improper
dealings and to expedite the posting vp and balancing of the books,

The failure to exercise adequate supervision and control over such
accounts was the chief circumstance which facilitated defaleations by a
clerk last year, involving one Bank in a small loss, (over and above the
amount of the vulpnt s guarante ¢), and which necessitated an application for
an issue from the Separate Surplus Fund, which was sanctioned.

Several Danks take active 'wt(])a to prevent dormant deposit aceounts
from becoming lost sight of, or being tampered with, and although the
rule as to secrecy is ll()Hth]\ in some d: mger of infringement throunh such
action, the cases where these examples appear worthy “of consideration and
perhaps of imitation by other Banks are noted on page 13 as Appendix B
to this Report.

The last Annual Parliamentary Return relative to Trustee Suvings

Banks (H.C.P, 270, Session 1907) shows that the : aggregate expenditure of
the Banks for mmmg't,ment durmg the year ended 20th ovember 1906 was

almost the same as in the previous 12 months, being 149,834/ 4s. 3d.,
as against 149,5017. 2s. Td. in 1905, although salaries had risen from
117,448L. 1s. 3d. in 1905 to 118,614/, 19s. 8. in 1906, an increase of
1 1(;()( 18s. dd. 'The cost of 111.umg‘unent remained ‘1t the satisfac ‘tory
1'-1t1, of ds. Gd. per 100/, of assets, the figure at which it has now stood im'
four years contmuously. The cost per transaction decreased from 6 8.,
to 6 l" d., heing a reduction of Y. upon the con esponding  figure tur [T,(.
plmmuq ‘011' \\lnch was then the lowest since 1893, when this lll[nilll.ltim;
was iirst lmhl!shml

Augmeited salaries have been reported hy our [nspectors during the past
year at 24 Banks, for which there appeared to us to he good reasons, hut we
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made objections in 29 cases, where increases in salaries, or special charges,
incurred or contemplated, did not appear to us to be necessary, or where
diminished income, due to decreased business, required a reduction of
expenditure, In 21 of these cases the extra payments were discontinued
or refunded, or the general expenditure was reduced.  Infive cases the matter
is still the subject of correspondence, and in three cases we reported to
vou, as afterwards appears.

Reductions in expenditure were also effected at 17 Banks in consequence
of deaths, or resignations of paid officers or of auditors, retiring allowances
being granted to three paid officers. In two cases the allowances were for
short terms only, so that the Trustees of the Banks might be free to renew
them or not. In the third case the allowance was granted subject to review,
and was to be contingently reducible by one-third. ~ An application to charge
one of these allowances to the Separate Surplus Fund was not sanetioned.

The correlative of a high rate of expenditure for management is generally, Depositors’
if not universally, a low rate of interest to depositors, e.g., the recent interest.
reduction of the former at two Banks has enabled the latter to be raised
from 2/, 7s. 6d. to 2/. 10s. per cent, This is the maximum rate of interest
allowed by law, and is now given by nearly all the Banks. Where a lower
rate is given, either the Banks are very small or are hampered by special
circumstances. In our opinion, failure to give the full rate reflects primd
facie upon the efficiency of the management, and we urge upon the Trustees
and Managers in such cases to spare no effort, and to lose no opportunity,
for reducing expenditure within such limits as will enable them to raise
their rate of interest to 2/. 10s. per cent.

Applications for issues from the Separate Surplus Fund of sums Premises,
amounting to 905/. 16s. 3d. to meet special charges, mostly for acquiring
new buildings, or altering or repairing existing premises, were received from
seven Banks, and all were sanctioned. Since our last Report eight Banks
have removed to improved premises. Those of the Preston Savings Bank
were publicly opened by our Chairman on the 25th July last.

Taking the Banks as a whole for the year ended 20th November profits,
1906,—

b 2
152 earned surplus profits, amounting to - - 41,250
26 balanced their accounts of Profit and Loss exactly,
and
46 showed an excess of expenditure over income,
amounting to - - - - - 2,950
Thus leaving a net surplus of Income over
Expenditure of - - - X£38,300

The excess of expenditure over income was due 1 13 cases out of
the 46 to special causes.

Three matters were reported to you under Section 2 (2) of the Savings Statutory
Banks Act, 1891, the following Banks not having complied with requests notices not
to remedy defaults, or to reduce expenditure, within a specified time, viz, :— :"ji':‘li"i‘-’d

(1) Lambeth, whose expenditure for management is excessive, and
mto whose Balance Sheet certain dovmant deposit accounts and interest
thereon have not been introduced as liabilities, and which was accordingly
requested—

(a) To render an amended General Statement, with those accounts
and interests included as liabilities ;

() To rescind a resolution increasing an officer’s salary
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(2) Poplar, which was called upon :—

(@) To remedy infringements of the rule requiring a Trustee or
Manager to be present during the hours of business and to be a
party to transactions under Section 6 (2) of the Trustee Savings
Bank Act, 1863 ;

(h) To reduce the salaries of the Secretaries, of whom there are two.

(3) St. Pancras, which was requested to reduce the Secretary’s salary
by two instalments to the average salary paid at other Banks of similar size,
in order to provide for depreciation in the value of the Bank’s leasehold
premises and for interest in arrear upon dormant deposit accounts.

It will be observed that all three cases occurred in London Banks.

TRUSTEE SAVINGS BANKS IN 1906-1907.

Number of The last Parliamentary Return shows that there were 224 Banks on
Banks, the 20th November 1906, of which 32 then made Special Investments, and

two were authorised to do so, but did not commence until later.

No. of De- The depositors numbered 1,759,228, and their deposits amounted to
positors and 53,009,299/, cash, and 2,369,868/, Government stock. Compared with the
f:m‘:]““‘ °f  corresponding figures on the previous 20th November, these show increases
G::Q:J' of 28,897 in the number of depositors, of 285,863/ in the amount of cash,
Departments, and of 51,620/, in the amount of Government stock held for depositors,
The invested funds on 20th November 1906 (including 504,675/,
Separate Surplus Fund moneys), amounted to 53,353,449/., besides which
there were uninvested balances of cash at the Banks, or in the hands of their
Treasurers, amounting to 365,755L, and other assets (premises, furniture,
&c.), estimated at 624,675/. Hence the amount of the total assets held by
the Trustees was 54,343,879/, hesides the Government stock already referred
to. The aggregate surplus of the Banks’ assets over their liabilities amounted
therefore to 1,334,580/., subject to certain small outstanding expenses and
other adjustments, not shown in the Return,*

Ditto— Oue Bank (Finsbury) applied during the year ended 20th November 1907
Special for our recommendation, under Section ¢ of the Savings Banks Act, 1904, to

g;;zf_:ﬁz::a be allowed by you te make Special Investments. This recommendation was
" given, and the Bank was subsequently authorised by you to commence this
class of business, but has not vet made use of its powers, The 32 Banks
making Special Investments on the 20th November 1906 had on that date in
their Special Investment Departments (in addition to the figures quoted
above) 51,116 accounts, with deposits amounting to 6,316,755/, cash and
110,707/, stock, the total assets held by the Trustees of the respective Banks
on account of Special Investments being returned at 6,824,689/.% The two
Banks which began to make Special Investments after 20t November
1906 did so to the extent of 29,0004, and taking the 34 Banks as a
whole the business done again shows a substantial increase. The question
of opening Special Investiment Departments is under consideration at other
Savings Banks possessing the qualifications necessary to satisfy the require-
ments of the Act, viz., a daily opening and deposits with the Government
of not less than 200,000/.

¥ So far as can be ascertained up to the date of the presentation of this Report, the following
are the figures for the 20th November 1907, viz, :—

Special Investment

|
General Departments, |

/ Departments,
No. of depositors - - - | 1,779,200 56,450_ ‘
| £ £
Amount of deposits (cash) - - 52,152,000 6,992,300 |
Do. (stock) - 2,481,000 . 102,600
Invested funds . g . 52,481,000 | 7233 500
Cash in hand - - - 402,000 } 227,000
Amount of other nssets - - 638,000 58,985
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Early in 1907 the Trustees of the Banbury Savings Bank resolved to Closed

bring its operations to a close, which was accordingly done after giving a
menth’s notice to depositors. Their balances on the 20th November 1906
amounted to 97,087/. cash and 6,667/, Government stock, and were raised
by subsequent deposits, interest, &c., to 99,619/ cash and 71,5871, stock. 1In
the process of closing, 77,572/, was paid to depositors in money and 22,047/,
transferred to other Savings Banks, the stock being disposed of as to 6321
hy sales, as to 3,650/ by transfers to other Savings Banks, and as to 3,100/,
by transfers into the rlcrusitors’ own names in the hooks of the Bank of
England. The assets realised a surplus of 1,270/ after meeting all liabilities
(including in those liabilities all the unclaimed " deposits, amounting to
3,016/, cash and' 280/, stock), and defraving all charges, and that sum was
duly paid over to the Separate Surplus Fund in your hands, from which 600/,
had previously been issued to meet claims of depositors pending the sale
of the Bank’s premises. .

The Trustees of the Holywell Sa vings Bank also decided to close it on
and after the 20th November last. The deposits amounted to 10,3871/., of
which about 7,000/. was withdrawn in eash and about 3,000/. transferred to
other Savings Banks, a small amount remaining on the account of the
Sevarate Surplus Fund after discharging all liabilities and expenses.

The Trustees of another Bank proposed to close it in consequence of
the resignation of the Actuary, but our Secretary attended a meeting at
which they unanimously agreed to continue it.” The management was
reorganised, with a new staff' of officers, and the Bank was opened daily to
the public, instead of only once a week, with satisfactory results, '

[n anticipacion of an ultimate amalgamation of the St. Clement Danes
and Bloomshury Savings Banks, under Secetion 5 of the Savings Bank Act,
1904, a working arrangement was arrived at between the two Banks under
which deposits amounting to 9,3100. cash and 1,504, Government stock
have been transferred to Bloomsbhury during the past year with the assent of
the depositors individually, 1,226/, being paid off in cash and 535/,
transferred to other Banks, which left about 5,000/, to be dealt with on the
20th November 1907,

The opening of another new Bank in Scotland has again to be recorded,
your sanction and approvai under Section 2 of the Trustee Savings Banks
Act, 1863, having been given on the 22nd October last. [t is established at
Kilmarnock, and serves an important community, fromm which the
movement may extend to other populous centres in Ayrshire, a county
which has hitherto been without any Trustee Savings Bank. The other
new Banks opened in Scotland in recent years are doing well, and the success
of that at Hamilton has induced its Trustees and Managers to clear off the
expenses of its establishment by personal subseriptions,

Several Banks have established branches during the past year, viz.,
the Bloomsbury Savings Bank at Shepherd’s Bush, (the only one started
in London in recent vears), which was opened by our Chairman last
January ;: Hull at Hessle ; Manchester at Hightown (its 9th Branch) ;
Reading at 377, Oxford Road, Reading ; Swansea at ontardawe, under
the auspices of Mr. Frank W. Gilbertson, a Trustee, who defrayed all
the initial charges and will pay the working expenses for 12 months :
Chester and Wrexham at Rhos, near Wrexham, from which centre it will he
worked ; Hamilton at  Burnbank ; and Paisley at 45, Neilston Road.
Paisley.  The Chester and Wrexham Savings Bank also opened a Branch
Agency at Holywell by arrangement with the Trustees of the Holywell
Savings Bauk, in order that the town might continue to have Trustec
Savings Bank facilities, notwithstanding the closing of the latter Bank.
The Agency is open daily, and the balance due to its depositors on the 20th
November last amounted to 30614, of which 2962/, had been transferred
from the late Holy well Savings Bank,

it will thus be scen that while the number of Banks open on 20th
November 1907 shows a slight temporary reduction from 224 to 292
(omitting Kilmarnock, which did not commence business until after that
date), there has been, nevertheless, owing to the opening of nine new
Branch Banks, an extension of the Trustee Savings Bank system during the
past vear, i 3
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The work of Penny Savings Banks in connection with Schools and
otherwise continues to be fostered and encouraged with excellent results.
and great praise is due to the Actuaries and other officers who devote much
of their own time gratuitously and in this practical manner to the inculeation
of habits of saving among young people.

A method of increasing Savings Bank facilities, which is as useful as and
less difficult than that of establishing Branches, and which is quite possible at
several Banks where the business is still conducted under great and needless
restrictions, is to abandon their intermittent hours of business and open
the Banks daily. This has been done at four Banks since the 20th
November 1906, while two have opened for more than six hours a week,
which enables a quorum of two paid officers to act during the hours of
business under Section 6 (2) of the Trustee Savings Banks Aet, 1863,
Valuable extensions of time have been given at seven Banks without their
being as yet open daily, and recommendations to open daily have been made
by us in 12 other cases, where, in our opinion, this step should be taken. As
it is, instances are seen of paid officers, in receipt of remuneration ample to
secure whole time services, being employed and of costly premises being used
for comparatively few hours a week, instead of full time, resulting in
wasteful and inefficient conduct and management.

VACATION OF OFFICE BY TRUSTEES.

From the returns received from the Banks it appears that 63 Trustees
vacated office on the 20th November 1907, through not attending imeetings,
or taking part in the duties imposed upon Trustees and Managers by
Section 6 (2) of the Trustee Savings Banks Act, 1863, during the previous
12 menths. Explanations were submitted to us in 19 cases, coming from
16 Banks. Eleven of these were accepted, and the Trustees in (uestion were,
therefore, enabled to he re-appointed without waiting for the completion of
the period of disqualification &12 months) vamed in the Act. [In this
connection, a special reminder of the importance of Section 7 of the Savings
Banks Act, 1891, was sent by us on the Ist October last to the Banks
where the provisions of the Act appeared to have been overlooked.

GENERAL REMARKS,

The preliminary figures published on page 8 of this Report in anticipa-
tion of the usual Parliamentary Return prepared under vour direction
from the accounts rendered by the Banks for the year ended 20tl November
1907, and now in process of examination, show that, even after crediting
the year's interest due on that date, there has heen a falling off in the
amount of the funds of Trustee Savings Banks invested with the
Government at 2i/. per cent., a rate which, after deducting management
expenses, admits of 2}/, per cent. interest at most being allowed to
depositors, which is the maximum rate permitted by Section 5 of the
National Debt (Supplemental) Act, 1888. This decrease was only to he
expected in view of the high rates of interest obtainable elsewhere during
the year and still in force, but the transference of deposits into other
channels of investment is, after all, not more than 16 per cent.

Special Investment Departments have, however, been a support to
several large Banks in a period of dear money, for they not only retain the
deposits in the Bank in one or the other department, but also tend to
conserve the funds of the General Department in two ways, since, fivstly,
a depositor need not go outside the Bank for more remunerative invest-
ments ; and, secondly, the opening of an account in the Special Investment
Department, very often by the deposit of moneys received from some
specinl source, such as a legacy, a sale of stock or chattels, compensation
for injuries, and the like, requires the depositor to have an account in the
other department to the extent of at least 50/, under Section 10 (a) of
the Savings Banks Act, 1891. This is usually construed as requiring him
to retain 50/. in the one department, so long as any balance of special invest-
ments is due to him in the other. Indeed, appreciation of these facilities is
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attested by the fact that depositors have been known to transfer their
accounts from one Trustee Savings Bank to a neighbouring one, with the
sole object of making special investments. 3

The establishment of a Special Investment Department, however,
imposes considerable obligations upon the management from which a Bank
investing only with the Government is free ; and in particular, care must
be taken to see that depreciation in the value of securities is adequately
provided for where it occurs, the liability to which is greatly minimised by
placing the money out on mortgages of rates repayable by local authorities
at par, which can usually be done with the reservation of power to the
lender to call in the money on short notice.

The past year has been unmarked by new Savings Bank legislation,
in the form either of Acts of Parliament or Statutory Regulations framed
by the Treasury, but, under your powers to make regulations relative to the
receipt of funds of certain societies by Savings Banks, under Section 32 of
the Trustee Savings Bank Act, 1863, a concession has been made as regards
the funds of Registered Trades Unions and their branches. Such funds
may now, in cases approved by you, be accepted for deposit up to 250/, a
vear, and 1,000/ in all ; a change which will, in our opinion, confer a benefit
upon the Unions and the Banks,

We have again much pleasure in placing on record our high appreciation
of the value of the services rendered by the Trustees and Managers of the
Banks to the community by the discharge of their honorary duties and
their devotion to the work of thrift throughout the Kingdom.

We have the honour to be,
My Lords and Gentlemen,
Your obedient Servants,

(Signed) ALBERT KAYE ROLLIT, CHAIKMAN.
THOMAS A. WELTON, Vice-Cuairmas,
EDWARD BRABROOK.
JOHN HEPPER.
H. B. ORCHARD.
W. MELMOTH WALTERS.
GEO. M. WOOD.




12

I &

| ™ =7

I 1 H™

®

P

0ot e9

01 é&
= 00¢
IT 106

I 680°¢

¥l OF

¢ &¢

- 08F
= S
9 7ol
- 009
L1 9¢8

. 3

¥

¥

K061 19GWBA0N 1I0Z SUIpUd 183 X Y} JO
199dsa1 Ul AONBAPY UR S8 PIBAIO) PILLIED 3oUv|uy

axujipuad Xy TVLOJ,

RS

n o m
w XL -
—

—

w

= | = soomemo[|y enudsisqng puw sasuadxry Sureawi] m

- - - saupung

- 1S pue Po g - = 0eeF
SWRISOH[D ], puv 258180,
: sosuadxyp pwuaprouy

- - - ouoydaay, =
- L1puonwyg pue Sunuug $ . =
- - - - ey [k A=

S

- WBPUANY 291 () _
- 1siddopy Savaodwaf,
sto1oadsuy [eoory 9a1g

$10309dsUT [RNIUI)) 2],
% i P

- - - Lawjea0ag
9241TWINO0]) JO SIDQUIDTY = ¥ S0l | *

: SOLIR[RS puv S99,

s
“
“
~

0¢9
00a
0eg
0ce
0c¥
00¥
00¢
oce
00¢
00€
0¢1
0ca

- - - IBOA 1S¥] WOIJ PIVMIO) jIN0Iq 2oU|BY

LOGT 45GdACN]
LOGT 19GMagG
1061 19qmaydag
1061 1snSny

= LOGL Lup

- LO6I oungp

- 1061 A®ly

= LOBI [uiy
LOGT Yoaefy
LO6T Adunigay
1061 Lienuep
DOG 1equada(]

e FACRE DI W k20
‘1681 0V eyueg sSunveg oyl Jo (1) § uonvey
19pun SIDUOISSIWWO)) 3] [vuoney oY) £q saouvApy

U ALIANIIXT]

‘06T IQUDAON YIOZ POPUd .8 X oY} 10]

JILLIKIKO) NOLLOWASN] SNV SHNIAVS JALSAU T, 9Y3 JO Q&Sumﬁ-h&ummm pue wa&_m-@mﬂm Y} JO INEWILVIQ

(7 o%ed 25g) v XIANHALLYV

"SLIITOTY

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

.2
=
o

-

)

()

.
o

o
o
©

m
[}
>
c
[}
n
[0}

14

©
i
[0}

o
o}

L



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

13

APPENDIX B.

Sters taken by certain Banks to prevent UxcrAmMED DEPoSIT AcCOUNTS
from bheing Lost Sight of, or Tampered with. (See page 6.)

An * Unclaimed Deposits ' ledger is in use, which contains dormant
bdlances under 20s. and three accounts of over 200/ each. The accounts
of three depositors, who have heen lost sight of and whose pass-hooks are at
the Bank, will be transferred to this Iedwer

2. Dormant accounts are traced as far as possible.

3. Depositors who do not send their pass-books to the Bank for examina-
tion are circularised about every fourth year.

4. Certain dormant accounts arve listed each year, and thus kept under
observation. Some years ago the late Actuary made exhaustive inquiries into
undisturbed accounts, and succeeded in tr acing the owners of practically all
of them.

Certain accounts are carried to a ‘““ Dormant ™ ledger, but the last
transfer was in 1894,

). Ledgers at the Head ()ﬂme are examined periodically, and accounts
WlllL]l have been inactive for 15 to 20 vears are transferred to a separate
ledger, to which only ‘thc Actuary, Assistant Actuary, and Senior Clerk have
access,

There is a “ Seven Years” ledger in use, which has not been added to,
lumu er, since 1897, and it is open to any member of the staff

8. Special precautions .are taken before making a rvepayvment from a
pass-book not presented for seven consecutive years. The Actuary will
]nmiml)l\ arrange to transfer old unelaimed accounts t() a separate leducr

Thirty very old accounts were segregated in 1894, and when any of
Lhem are claimed the claims are passed I)v the Trustees and Managers before
payment.

10. When a new ledger supersedes an old one, accounts unelaimed for
(sav) ten vears are transferred to a dormant le(lﬂvl' The question of
ful\utlsmw for owners of unclaimed accounts has been under consideration,
but nothmu’ has yvet been done in this way.

. A list of accounts undisturbed for 20 years and over was submitted
at a llloc-tmfr of Trustees and Managers on the 20th June 1900, the particulars
being. lllbbl‘ll)(‘(] on the Minutes of th.lt date.

In 1902 a list of undisturbed accounts of 15 years standing 'm\l
upw'lrds was published, with the understanding that about every five years
a fresh list would be prepared on the same lines,

13. Old wnclaimed dormant accounts have heen segregated into  a
separate book, but also remain in the ledgers in their numerical order.

14. Accounts brought forward from the older of the two ledgers in use
are kept distinet, in a sopamtv section of the new ledger, dormant accounts
under 1/, heing carried to folios reserved for them at the vnd of the ledgers.

15, Only small accounts of ““ remains ” are kept in a separate consolidated
ledger, The Actnary states that a list of accounts unclaimed for upwards
of ten years was drawn up some years s ago and advertised.

16. A Dormant ledger is in use, to which certain accounts were trans-
ferred some years ago h\ the late A(*tuarv and the present Actuary contems
plates fresh {ransfers of accounts to this le:lu{.r

17. When a ledger is closed, accounts which have not been active for
ten yvears are transforred to a scparate ledger,

I8. About every five years a list is made of accounts upon which no
transaction bas taken place for twenty vears. The list is hung up in the Bank
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Hall. Two years ago a large number were advertised in the local newspapers.
Care is taken that the claimants are the right parties.

19. A list has been made of accounts inoperative for several years, and
the parties entitled to them are being traced.

90. Accounts with small balances, on which there have been no trans-
actions for five or seven vears, are transferred toa * Sundry Small Balances
account at the end of each ledger, which accounts are transferred to a new
ledger. Lists of unclaimed accounts have been compiled from time to
time and owners traced, claims being received from the Colonies in some
cases.

21. If an account has not been operated upon for about twenty years a
notice is sent to the last-known address, and, if returned through the Dead Letter
Office, the account is transferred to a special ledger, and no payment is allowed
unless by minufe of Committee of Management. Periodically those above (say)
15, or 20L., are advertised in local newspapers, but therc are remarkably few
outstanding, about 100, amounting to 7,000/, or so. Generally the estate of
the depositor (if deceased) is required to be administered, and, if necessary,
a reference is made to the Registrar of Friendly Societies, but all depends
upon circumstances, During the year 1907, 38 claims, amounting to
1,5811., 19s. 9d. were admitted.

92, Small balances are carried to dormant accounts when ledgers ave
transferred. Large amounts are advertised, and particulars, limited to names
and addresses, with the year in which the last transaction took place (going
back to 1837 in some cases), are printed in the Bank’s Annual Reports.

23. When a ledger is transferred all accounts under 1/ having no trans-
action during the previous five years, are transferved to “ Unclaimed Balances
Account.” A list of unclaimed accounts is'exhibited in the Bank Office.

24, A separate “ Unproduced Ledger™ is kept, the accounts in which
amounted to 3,014/, 13s. 10d. on 20th November 1906. The last transfers to
this ledger were in 1885. '

25. Unclaimed accounts are transferred at the end of each year to the
“ Septennial Ledger.” Accounts in this ledger cannot be acted on without
the permission of the Committee of Claims and the General Committee.

26. When a ledger is full, accounts not operated on for seven years,
instead of being transferred to an “active” ledger are carried to the
“ dormant ” ledger.

27. When a ledger is closed, accounts which have not been operated upon
for eight years are listed, and their owners are requested to send in their
pass-books,
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A. C. LAKE

28 North Front Street
Memphis, Tenn.

CURRENCY REFORM
THE PARAMOUNT ISSUE

The Only Way for the United States of America
Ever to Attain Commercial Supremacy in
the Markets of the World and
on the High Seas.
(All Righte Reserved. )
Read carefully and pass along to another in-
telligent, thoughtful man,

This Circular, price 25 cents, is for brainy people—if
you get one gratis it is a complimerit to you,

e —

We Need Less Money, or Why the Free Coinage
of Gold Should Immediately Cease.

Memphis, Tenn., January 8, 1909,
Hon. William Jennings Bryan, Fairview, Lincoln,
Nebraska :

Dear Sir—Although you have been the chief
advocate of an inflated currency, I think you
must admit we now have enough, and believing
you have more influence in forming public opinion
than any one man in the United States, I ap- .
peal to you to help stop the further watering of
our monetary system. Inflation would be all
right if it did not depreciate purchasing power.

Add 1 per cent and You depreciate purchas-
ing power 1 per cent.  Double our per capita
circulation and You double prices, Double prices
and you double the amount of money required
for business, so there will be as much lack of
money as hefore for business purposes. So what
is the use? Double our cirreney and you rob
the bloated bondholder of one-half, the thrifty sav-
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ings bank depositors one-half and the poor widows
and orphans of one-half of their life insurance.
How many of these latter there are 1 do not
know, but there must be millions of them. 1 see
in the Philadelphia Saturday Evening Post of De-
cember 19, 1908, page 18, column 1, that there
are in the United States 8,588,000 savings bank
depositors, and that their deposits amount to
$3,690,000,000. This is $300,000,000 or $400,000,-
000 more than all the money in the United States.
Then there are the clerks with fixed salaries,
with their dependents mumbering millions more,
who have been grievously wronged. For about ten
years now all these people have been defrauded
of their interest, labor and capital by reason of
the purchasing power of their money shrinking
up, caused by inflation. However, but few of
them know it. How can we with $34.72 per
carita, and still increasing, hope to continue to
sell China with $2.00 and Japan with $4.15 per
capita, and compete with other countries with
a smaller per capita than ours, and consequently
lower wages (but higher purchasing power), and
prices than ours, for the world’s trade and the
ocean’s shipping, the latter of which we lost years
ago by our high wages and prices? Japan is
driving our few merchant vessels from the Pacific.
Her ships are big paying propositions, while ours
are losers, Last vear we sold her $3,100,000 of
cercals and bought of her $15,000,000 of rice and
$9,000,000 of beans, things our own farmers
ought to raise. This, of course, gives her more
purchasing power to buy, in chea markets
than ours, and to establish cotton factories and
other home industries. Many more factories can
be built there than here with this money. Even
our peanut growers are asking (December 17,
1908) for a protective tarifl of two cents a pound.
How long will it be before our corn and wheat
will need a tariff for protection against the mis-
called “pauper” labor of the world? They, may-
be, get as many comforts with their lower high
purchasing power wages as do our working classes
with their higher low purchasing power wages.
I see in the Memphis Commercial Appeal of De-
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cember 26, 1908, page 14 and column 5, that our
reaper trust is going to establish factories in
_France and Germany. Query: How long will
it be before our cotton factories will be forced
to move to China, Japan and other countries
where money is scarcer and consequently worth
more than here, and the cost of living and wages
is less? In Japan money is worth, I think, about
ten times, and in China about twenty times as
much as here. When all our trade is gone what
use will our “improvements” be? We will have
Killed the goose that laid the golden egg, and the
Income from our boom “improvements” won’t be
enough to keep them in usable repair. We are
bottling ourselves up with our high prices, caused
by inflated currency. The free, unlimited coinage
of silver at 16 to 1, regardless of any other na-
tion, could not sibly have done us any more
harm. It would have immediately demonetized
gold and made money so searce that a silver
ollar would have bought as much as a gold
dollar had been buying, and one gold dollar might
have been worth as much as two silver dollars,
80 that the gold bugs would have been greatly
benefited, and the free silverites injured by free
silver, except the silver mine owners. Looking
back, it is plain to my mind that each was
fighting tooth and nail to keep from getting the
very thing they each ardently wanted. Neither
knew how to get it. I, today, would vote for the
free coinage of our own silver to remedy the dan-
ger threatening us, because of the plethora of
money (dollars made ont of almost nntﬁing). Infla-
tion will wonderfully stimulate our “prosperity”
temporarily. It will promote all kinds of wasteful,
useless “improvements” and foolish extravagances
and over-speculation and over-production, stock
gambling and wildeat schemes generally, that are
bound to bring about a disastrous reaction. We
may for a while have a grand and glorious time
with our easy money, like the Young spendthrift
just come into his patrimony.” But payday is
coming, and if inflation is not stopped, I think
we will have a financial earthquake sure enough,
beside which the brought-on-by-too-much-easy-
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money panie of 1907, will be as nothing. The
amusing feature of the situation is that the com-
mon people have not caught on even yet, and
think that it is our wonderful, robbing Peter to
pay Paul “prosperity,’ the trusts and the tarifl,
that are causing high prices, and do not know it
is waterod currency. They say things are worth
more now. It never strikes them that things
are worth exactly the same, and that it is really
the money that is worth less.
Few even of the bondholders realize they are
being robbed. Every issue of “good” bonds is
quickly sold at a premium. There seems to be
a mania swecping over the country for issuing
and selling bonds. 'The big thieves appear to
think it is a good thing to get the money now
while our dollars are still worth 65 cents in pur-
chasing power, as compared to the dollar of 1896,
and invest in “improvements” and pay the bonds
off twenty, thirty or forty years hence in dollars
that may not be worth 25 per cent of their pres-
ent purchasing power. But as rascality often
overreaches itself, they may find there is some
factor in the calculation they overlooked. In 1896
the Bryanites were clamoring for higher prices
and more money to raise them. In 1908 they
wanted lower prices and less tariff to lower them,
In 1896 the Republicans told them there was
money enough, and that business was done mostly
with checks anyway, which is true. But now it is
the Republicans that are deluging us with cheap
money. They have increased the circulation about
52 per cent. in 13 years, so that we have already
got about 65 cents in purchasing power dollars
as compared to 1896, (old being the international
legal tender fiat money, has a fictitious valuc far
above its intrinsic worth. It is getting so plenti-
ful and so cheap to get that its free coinage onght
to be stopped. This I say notwithstanding 1 have
four (4) gold mining claims, about 80 acres in
Arizona, that would be utterly worthless if it is
stopped; or, if the free coinage of gold is not
nto‘nped. as fast as it is coined greenbacks and
national bank notes should be retired from eir-
culation. Money is not wealth. It is simply
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the counters with which we exchange wealth. We
cught to have a fixed per capita circulation, =0
that when a man lends his money he can ’get
back exactly what he lends, plus 'legitima.t.e in-
terest. No more, no less. And when a man bor-
rows, he can pay back the exact amount in pur-
chasing power borrowed, not one cent more nor
less, except a fair interest. Put the per capita
circulation on a sliding scale, moving it up or
down, and you are robbing one class for the ben-
efit of the other, which is unconstitutional. We
might, if our per capita circulation were not al-
ready too high, stand one-fourth to one-half per
cent. increase each year in our currency. But
the increase of about 814 per cent., about $3.00
per capita, last year, is just simply an outrage
on the lender. It wiped out his 6 per cent. inter-
est and impaired his principal 2% per cent. And
then there is that iniquitous $500,000,000 Aldrich
emergency, elastic currency monstrosity bill. The
wrong is so flagrant it certainly can not go much
further. Even the dullest intellect will be forced
to see the point. According to Frank G. Carpen-
ter, they are digging gold in South Africa at the
rate of four dollars ($4.00) per second, with 50
cents a day labor, and they propose to bring
electricity six hundred miles on an aluminum
cable from the Vietoria Falls on the Zambesi
river, to install electric lights and power for
working the mines. He says also that the steamer
Saxon, on which he came from Capetown to Eng-
land, had on board $5,000,000 of diamonds and
$25,000,000 of gold. If Great Britain has free
coinage she may swamp herself with an over-
production of money and consequent high prices
before we do, although her per capita (less than

25, T think) ecirculation is at present far below
ours. However, it is presumable she will be too
smart for that, and will keep the most of her
gold in bullion,

Our newspapers are in the habit of boasting
of our increased prosperity, and to prove it cite
statistics showing our bank deposits and com-
merce increased as shown in dollars. This is not
a fair index to the increase in the volume of busi-
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ness, for, as we have about 52 per cent more
money and 52 per cent higher prices, statistics
showing that we have 52 per cent more bank de-
osits and 52 per cent more business as expressed
n dollars, do not prove that the volume of busi-
ness has increased. It merely proves that the
value of money has depreciated, so that it re-
quires more money than we ought to have to
compete on equal terms with England and other
countries for the commerce and shipping business
of the world.

To further expand our circulation is a clear
case of trying to make something out of noth-
ing. It is as absurd as trying to raise ourselves
by pulling on our boot straps, or seeking to
invent perpetual motion. I might say more along
this line, but 1 doubt if a multiplication of
words could make my position any plainer or
stronger. If I am wrong, either in my premises
or argument, I would like to be set right.

Very respectfully, A. C. LAKE,
A Confederate Veteran Who Voted for You.

P. S.—We cannot have quantity and quality
both. The much harped on so-called “crime of
1873” did not decrease the amount of money in
existence. Therefore it did not wrong the debtor
class. But the tremendous increase of money in
the last thirteen years has greatly wronged the
classes above mentioned.

1ne average per capita of money in the world
is about $10.,00,

We now have the $1.00 per bushel wheat your
adherents in 1896 said they wanted.

If we could make the people see, as I do, that
by discontinuing the free coinage of gold and
resuming the free coinage of our own silver at
16 to 1, the present value, i. e., purchasing power,
of our silver dollars would not be decreased, and
the value of our gold dollars would be, perhaps,
doubled, I think they would all vote for a re-
sumption of the free coinage of our own silver,
Our thus demonetized gold would offset England’s
bullion gold, and she has no silver to offset ours,
except, perhaps, some in Canada. So we would
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beat all competition in the world’s markets for
man'ufhct.ured goods, as well as for farm products.

We would need no protective tariff then. \We
would need no ship subsidy then. We certainly
do need a prohibitive duty on all foreign silver
and uncoined gold,

RANDOM BEFORE AND AFTER THOUGHTS.

In 1912 the Republicans ought to stand for a
discontinuance of the free coinage of gold. 1In
1912 the Democrats ought to stand for a dis-
continuance of the free coinage of gold and a re-
sumption of the free coinage of our own silver
at 16 to 1. As it takes 16 times as much silver
to make a silver dollar as it does of gold to
make a gold dollar, I don’t think we could in-
flate our currency so rapidly with our own silver
as with gold. Especially as China and India
would become again as of yore, the graveyards of
our surplus silver. These countries, notably In-
dia, make it up into ornaments, But if we should
find we are getting too much silver money we
could stop its free coinage. I don’t see how else
we can reduce our undesirable burden of money
without working wreck and ruin to millions of
people. As soon as we threatened to come to a sil-
ver standard foreign holders of not payable
n gold bonds would rush them over here and sell
them and withdraw this surplus gold out of the
country, Of course, there would be a terrible
cataclysm, the effects of which might be felt for
several years; but the nltimate result would be so
lwneﬁc!al a8 to counterbalance the temporary
hardship. The market value now of the silver in a
nilwr' dollar is 30 to 40 cents. I don’t think the
gold in a gold dollar would sell for that much if
its free coinage were stopped. Tt is hard to make
some people understand that there is not a dol-
lar's worth of gold in a gold dollar, and that it is
the government stamp on it with the law behind
it that makes it a dollar. Assuming, for example
that there may be only 5 cents worth of gold in
a gold dollar and that the government stamp on
It with the law behind it adds 95 cents to its
value, making it one dollar, why should not we,
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the government, get this 95 cents instead of giv-
ing it to us, the gold mine owners, as heretofore?
This bunko game should have stopped when our
per capita got to a parity with England’s $18.00,
In 1871 Germany exacted of France as war indem-
nity 5,000,000,000 francs at 19.3 cents—§965,000,-
000 gold. Of this amount 120,000,000 marks at
23.8 cents—$28,560,000—are supposed to be in
the German war chest in the Julius tower in the
fortress of Spaudan, a western suburb of Berlin.
The bulk of this $965,000,000 gold was used in
paying off the cost of the war, etc. The great
plethora of money resulted in wild speculation.
Stock companies for all sorts of enterprises sprung
up like mushrooms. The consequence was a great
financial crisis in 1873 which lasted till 1876, I
read 25 or 30 years ago that Germany was injured
more by getting this money than France was by
losing it. I think likely that it was in this way
that she, unfortunately for herself, got her per
capita of money up to $21.00, which is $3.00 above
England’s $18.00. " And that her prices and cost of
living have thereby been so increased as to seri-
ously handicap her ever since in competing with
Engﬁmd for commercial supremacy in the markets
of the world and on the high seas. Life insurance
companies, savings banks and institutions with en-
dowment funds invested in “good gilt-edge bonds,”
so called, should wire President Taft now and send
strong delegations soon vehemently protesting
against this senseless, suicidal inflation foolish-
ness, The danger is imminent. Verbum sat
sapienti. A hint to the wise is valuable. The
currency has been inflated 4 per cent per annum
for 13 years, making 52 per cent. And has de-
preciated in purchasing power 4 per cent per an-
num for 13 years, making 52 per cent. So that
the entire interest on these “good, gilt-edge bonds”
has been wiped out during the last 13 years. Su-
perficial people, especially in Wall street, have not
got penetration enough to know that the value of
gold dollars can depreciate. They think they are
the fixed standard of value, whereas their vah-m
fluctuates exactly in the same proportion or ratio
as their number is increased or decreased. These
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people think it is an indication of prosperity
when prices go up, when really it is because
money, by reason of inflation, is losing its pur-
chasing power value, so that it takes more of the
debased stuff to buy things that makes prices go
up. We Americans have been reveling in a fool's
paradise, thinking that money is wealth and that
there is a dollar’s worth of gold in a gold dollar,
overlooking the fact that even our gold dollars
are only “chips” to do business with, and that
the more ‘“chips” there are the less they are
worth, and that the unlimited free coinage of
gold, continued indefinitely, might ultimately re-
sult in so weakening the purchasing power of our
gold standard dollars that it might take $100 in
gold to buy an ordinary breakfast. Spain owed
her rise to silver, her fall to too much silver,
We may owe our downfall to too much gold if
we don’t watch out! Spain first lost her world
trade to the Hanseatic League; later, to England.
Low-high purchasing power wages with low cost
of living vs. high-low purchasing power wages
with high cost of living did Spain and may do us,
i. e, United States. It is not China and Japan
that are the yellow peril so much as yellow gold
coin. Rascality often overreaches itself. Did not
England overreach herself taking the Boers’ gold
mines, and may they not prove her financial and
commercial ruin if she is not careful? I see in a
newspaper dated March 12, 1909, that the pro-
duction of these gold mines for the last twelve
months, as officially reported by the mine own-
ers, is $149,788.950.00, an increase of 9 1-2 er
cent. over previous twelve months. This is trig-
ging gold at the rate of about $4.75 per second
for every second of 365 days of 24 hours each.
Gireat Britain is certainly too shrewd to coin all
of this “old junk” gold into money and put it
into circulation. In fact, if she could only be
assured that we would be fools enough to coin it
into money and put it into eirculation here, it
would be a master stroke of statecraft on her
part to make us a present of enough of it to
raise our prices so high as to eliminate us for a
long period of time from the world’s markets and
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the high seas. Did not we overr 'se
taking Panama from Colombia if :ﬁﬁhbgtutloﬂr‘hw:;
the canal should drop out and it prove a failure?
D.ul not we overreach ourselves taking the Phili
pines, overlooking the Japanese factor in the cal;:
culation and had we not better be gemerous and
give them their independence and let Japan pro-
tect them? Japan, with her only $4.15 per capita
of money and consequent  low-high purchasing
power wages and low prices ean buy our cotton
manufacture it into goods and sell them choap«»l:
le‘nm we can,  Memphis Commercial Appeal, April
....3, 1909, page 1, column 3, says they (the ’Pl:ilip-
{n‘nes) are costing  us  $100,000.000 annually
Vhat benefit are any of our Spanish possenaion;a.
anyway? If all of the nations of the earth had the
same per capita of money, there would be a great
uniformity of prices thronghout the world, and
there would be but little need for protective Earifl’
Sly old Mother England, with her only $18.00 pﬂ"

capita of money, can afford to have practically .

free trade, but ‘we, with about twice

and still increasing, are forced to contintlta:O ';:li(;:
our tariff walls,  Little Switzerland, with only
$17.00 per capita of money, is thus enabled to
bu.y our cotton, manufacture it into goods and
ship about $10,000,000 worth of them back to us
every year, in spite of our high tariff wall, If it
were not for the fact that all our laboring people
wunld_suﬂ"er greatly for the lack of work in Jho
meantime, it would be a good thing if we could
have free trade and buy all of our necessities
nl':road'. 80 as (o get rid of our glut of gold money
We might then have the full dinner pail again,
for we could then produce things at purchasable
prices for foreign nations, with less money than
we have, _Recently T saw it stated that the Salt
Lake Review had said: “Gold is always stable
An ounce of gold is worth the same today as it
was ten years ago.” This editor maybe did really
!)('.li.l‘\‘l' what he said. He seemingly ‘assumes that
it is tlw_gnld in the gold dollar that gives it
value, while T assume that gold per se is of but
little value, and that the government stamp on
it, with the law behind it, imparts the value.
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Anyway, they have both combined into one, be-
cause of inflation, lost one-third of their purchas-
ing power value in 13 years. This question as to
whether the gold or the stamp gives the value is
another form of the old enigma as to whether the
hen or the egg came first. The money mills ought
to stop till the population can overtake the over-
supply of money. Gold mine owners will protest
that there is 90 cents worth of gold in a gold
dollar and 10 per cent. alloy. Very well, gentle-
men, we are delighted to hear you say so. Go
sell it for 90 cents. In refusing to be injured any
further by you, we are glad to know we are not
injuring you. There is already plenty of gold
money in the world for all practical purposes for
many years to come, and we here in these United
States already have more than is good for us.
The government can, if we need it, make about
as good money for home use out of paper, making
it irredeemable legal tender fiat money. If a
limit were put to this paper money it would be in-
finitely more sane and sound than this unlimited
free coinage of gold insanity. This paper money
would not be a legal tender international fiat
money, and would not disturb our foreign
trade as does gold. Here below is an illus-
tration of the higher prices for farm prod-
nets  that the Bryanites clamored for in
1896. Recently we have been importing large
quantities of potatoes from CGreat Britain and
Germany, and paying 25 cents per bushel tariff
on them. The reason we can do this is that Ger-
many, having only about 60 per cent, as much
money per capita as we have, her prices are about
60 per cent. of ours, and Great Britain, having
only about one-half as much money per capita as
we, her prices are only about one-half ours, and
that is why she is mistress of the seas, and the
American flag on the ocean is a rarity. Recently
a representative of the Mitsuis was in our city.
He deprecated war between us and Japan. Of
course, the Mitsuis, the merchant princes of
Japan, do not want any war with us, their most
profitable customers, for as $1.00 will buy about
as much in Japan as $10.00 will here, the cost of
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production there is infinitesimal as compared to
here. They must make soveral hundred per cent,
profit on every thing they sell us, They are
shrewd enough to pile on all the price the traffic
will bear, and I suspect they grade their prices
to fit the per capita of money of the different
nations. They on the Pacifie charge full Ameri-
can freight rates when they can get them. But
when they have to bid for freight they always
get it, as their expenses, on account of their low
per capita of money, are so small that they can
down all competition, Japan, with her low per
capita of money and consequent low prices, is
apt to absorb all the trade of the Pacifie, With
her only $4.15 vs. our $34.72, we stand no more
chance in the battle with her for commercial
supremacy than does an army with old, obsolete
muzzle loaders against an army with up-to-date
automatic rapid-fire machine guns. “It is to the
interest of every nation to have as low a per cap-
ita of money as possible” When I knew less
than T do now, T thought the nations that had
low per capitas of money had them because they
were poor. But I know now they have them be-
cause it is the best national policy. The finan-
ciers of these older nations must chuckle at our
crass ignorance in inflating our currency. Years
ago, reading that a woman in China got only 5
cents a day for work, and thinking how little 5
cents would buy in this country, it seemed awful.
But sinee T know this 5 cents in China would buy
a8 much as $£1.00 here, T see she was getting fully
as much if not more than the majority of our
“sales ladies.” A few days ago I read an article
by Frederic J. Haskin on Oriental rugs, wherein
he said boys in India get 5 cents a day making
these rugs., What nice profits these Syrian rug
peddlers must make, even if they buy the rugs in
Turkey, where the per capita is $4.00, and the
boys must get about 10 cents a day for making
them. These two wages of Tndia and China show
the correctness of my assertion that the per cap-
ita of money governs prices. For India and China
both have the same per capitas, $2.00. This low
per capita of money for India is the reason we are
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now wrapping our cotton bales with comparative-
ly rotten India jute instead of as formerly with
the much superior Kentucky and Missouri hemp
bagging. Our hemp industry has been ruined by
our high prices, and our cotton and every other
industry will be ruined if we don’t stop inflating
our prices by inflating our currency. T e negroes
in Africa are learning how to work and will make
the cotton, and the linen industry will be stimu-
lated in Europe and wool growing in Australia
and elsewhere. And foodstuffs will be preduced
more in other countries. The following are
the approximate per capitas of money of the dif-
ferent nations as given under Money in the En-
cyclopedia Americana, published in 1902 in Chi-
cago and New York:

IR v rcensnmes $ 2.00 Denmark ....... $11.50
CRBK Ve cien ey 2,00 Canada ......... 12.00
Bulgaria ........ 2,00 Greece ......... 13.50
BN S, 2 ate 2,00 Switzerland ..... 17.00
Serviga ...co0000n 3.00 Cape Colony..... 18.00
JEPAN . .vonsnnen 3.00 Great Britain.... 18.00
Turkey ......... 4.00 Germany ........ 21.00
Roumania ...... 4,00 Belgium ........ 22.50
Egypt «..coianen 400 Spain .......... 23.00
Finland ........ 5.00 Portugal ....... 23.50
Mexico ......... 6.00 Australia ....... 25.00
Russia ......... 6.00 Netherlands .... 25.00
Hayti ....ccoou0s 7.50 8. Africa Repub.. 28.00
Au;:tria-liung'y . 8.00 U. S.$28 now... 35.00
Norway ........ 9.00 Routh America... 31.00
Central America. 10.00 Siam ........... 34.00
177 & ety 10.50 France ......... 38.00
Sweden ........ 11.00 Straits Set’ments 48.00

Average per capita of money in the world,
about $8.90.

Looking at this list, we see that Mexico and
Russia each have $6.00 per capita. Therefore,
their wages and cost of living ought to be about
one-sixth as much as ours, And are they not?
Have we not all heard of the 25 cents per day, so-
called pauper labor of the peons and serfs? This
25 cents per day is worth as much to them as
$1.50 to our common laborers, for other things are
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likewise in proportion. France, T think, has here-
tofore prospered in spite of her high per capita of
money because her people are much given to
hoarding, i. e., practically burying their money.
But even she has begun to have her troubles, for
on April 10, 1909, there was a button workers’
strike at Meru becanse their wages had been cut
30 per cent, to compete with Japanese pearl but-
tons. I have recently been reading some very in-
teresting letters from Japan by Frank . Car
penter. With all his traveling and natural astute-
ness, it seems never to have occurred to him what
relation the prices of a country have to the per
capita of money of that country. Farm laborers
in Japan get 16 cents a day without board for
men and 10 cents women, working from sunrise
to sunset., He says there are 4,000 new factories
there. The eotton factories are running night and
day, making from 12 per cent. to 50 per cent. an-
nual dividends, The men operatives get 30 cents,
the women 21 cents and the children 6 cents for
10 hours’ work. The men get good meals, consist-
ing of rice, fish and vegetables for 2 1-2 cents each
—7 1-2 cents per diem. The ship building yards
and navigation companies are making about 12
per cent. per annum dividends, the banks and
stock companies 8 per cent. to 12 per cent., and
more; the savings banks pay the depositors 4.-‘;t
per cent. interest, compounded m-m.n-ammall_\-. Oh!
if we only had as small a per capita of money as
Japan, how we would prosper. We could be hu-
manitarians and profit at the same time, and put
eotton shirts on the backs of all the poor people
of the world without skinning 'em alive with tmlf'
outrageons prices. As it is, we are a nation o

selfish, greedy, cormorant robbers, piling up money
that spoils (i. e., loses purchasing power), "}“ "[‘;':
hands as did the manna (Exoedus xvi.) of the

raelites in the Wilderness, when they got l!rt“l“d_-"
and gathered more than they Beoled 2“- llmi-
immediate wants, I am told that the Standarc

0il Company is building n_rnilrnml frnml .Lu“l::illa:;
Bolivia, to a solid mountain of low ﬂra”"“ihi'q
worked, free-milling ore. Are we (o f:-eelt:t::::.wb‘.lr
gold mountain into money for them and tHer€h
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further weaken the purchasing power of our
money, so a8 to make prices go sky high and
thereby rob all of our thrifty people of their sav-
ings, accumulated by years of toil and sweat and
self-denial? Also, there are said to be immense,
inexhaustible amounts of gold in Alaska. Why
not have the free coinage of aluminum and be
done with it? This aluminum money would not
so disastrously affect our foreign commercial re-
lations as does the free coinage of gold with the
present international agreement making gold a
legal tender fiat money. The low per capita of
money in Cuba, with consequent low prices there,
is, 1 think, the reason they can raise sugar so
much cheaper there than here. ‘T'hen there is that
cheap Philippine sugar coming in to ruin our own
cane and beet sugar industries. Joseph French
Johnson, professor of political economy at the
University of New York, who has published a
book, “Money and Currenecy,” says: “It took $3,-
623.00 last year to pay for the necessaries of liv-
ing that could be bought for $2,500.00 in 1897,
Nixtv-nine cents ten years ago had the buying
power of the dollar of today.” RSo he, figuring on
the cost of commodities and 1 figuring on the
increase in the currency, have reached the same
conclugion, His estimate of 69 cents is for ten
years, while my estimate of about 65 cents is for
thirteen years. And each proves the correctness
of the other. Thus we see that my assertion that
add one per cent. to the currency and you depreci-
ate its purchasing power one per cent.; double the
currency and you cut its purchasing power one-
half, is a condition and not a theory. And this
evil ought to be remedied at once by stopping the
further free coinage of gold. For years past peo-
ple who have been putting their hard-earned sav-
ings into life insurance policies, good gilt edge
bonds and savings banks, have thought them-
selves almost as safe as if they had put their
faith on the Rock of Ages. But they have been
building their houses on the shifting sands. They
have been putting their watered money into a
leaking barrel. As fast as they poured in at the
top it has run ont at the bottom. 1 dated my
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open letter to the Hon. Wm. J, Bryan January 8,
because it was January 8, 1815, that we, mostly
Kentuckians and Tennesseans, whipped the British
at New Orleans. And my plan for currency re-
form is the way I think we can commercially whip
them and all nations, Since writing the foregoing
1 find, page 675 of the April, 1909, Nineteenth Cen-
tury Magazine, an able article by Moreton Frewen,
an Englishman, entitled, “The New Era in
Economic History,” which ought to be a Demo-
cratic camipaign circular in 1912, unless the Re-
publicans are smart enough to beat them to it.
He says that owing to the demonetizing of silver
by the civilized countries the price of silver has
fallen so low that the 800,000,000 of people, about
one-half of the world, who use silver as their
money, are unable to buy the gold exchange with
which to buy English goods and that factories
are springing up in India that are not only sup-
plying the Indian trade, but are shipping goods
to China, and he suggests that the Chinese open
door is more likely to swing outward than inward.
1 think this is the reason they are now having
such hard times in England. 1 suspect also that
these factories are being promoted by English
capital, just as I suggested in my letter to Mr.
Bryan our factories would have to move to China,
Japan and other countries, where money is worth
more than here. It took me 60 years of life
experience and three years of special observation,
reflection and putting facts together, to gain rhe
knowledge to write the foregoing article. 1t is
entirely original with me, as I have never read
any works on political economy, but I think it is
good, common sense and essentially correct. It
is &8 plain, to my mind, as that two plus two
equal four. A. C. LAKE,
No. 28 North Front Street, Memphis, Tenn.

The originator of the stop the free coinage of
gold idea.

The salary of Gen. Oyama, the Japanese com
mander-in-chief, is only $3,000,00 a year, but when
we consider its purchasing power in Japan, that is
an immense sum,

Memphis, Tenn., May 3, 1909.

16

.org/

Federal Reserve Bank of St. Louis

|




Digitized for FRASER

THE CURRENCY QUESTION

Paper Read at Meeting of New Jer
at Atlantic City, April 24, 1906, by Robert D. Kent

of Passaic,

April 24th, 1908,

By way of introduction to my topic, I would say that the paper which I
will read was written three or four years ago, and while it has not been pub-
lished copies of it have been sent to various persons who have been interest-
ed in the currency question. Among them were Mr. Jacob H. Schiff and Mr.
John Claflin, as chairman of the Committee on Currency of the New York
Chamber of Commerce, and Congressman Burton, of Ohio, of the Commit-
tee of Banking and Currency, and to President Roosevelt, The idea of the in-
corporation of associations of banks, of which I will speak, is a prominent feat-
ure of the measure recently introduced by Congressman Vreeland. Whether
my paper started the thought on this line or not I cannot say, but it is not
improbable. Since writing the paper | have given considerable thought to
the Central Bank idea, and prefer that solution of the question, provided it
can be arranged that the bank will be kept clear of politics on the one hand
and from being dominated by Wall Street interests on the other. If we have
not been sufficiently educated on the question to at this time establish such
a bank, the plan I have outlined is, I am convinced, one that would be suffi-
cient, safe and sound. In one or two places, I have added something to bear
on features of the question that are now receiving attention.

The writer during a general banking experience extending over thirty
years, both in large cities and in towns of moderate size, has paid consider-
able attention to the circulation of currency, and has noted the different ac-
tion in legal tenders and National Bank notes, both when currency was in
good demand and when the supply was too abundant.

In the latter condition, National Bank notes were more carefully sorted
from the legal tenders and more actively paid out over bank counters, and
when redeemed and sent by the Treasury Department to the issuing Bank,
the latter would in two or three days have them paid out and so again put
in circulation. Under these circumstances a bank might in a given time re-
ceive for redemption two or three times as much of its own currency as
when currency was scarcer, but to only a very limited extent would the
banks retire any portion of their circulation. In other words, there was, as
is well known, no elasticity.

In framing laws on the subject, due allowance should be made for the
ability of the country to absorb and keep floating an enormous amount of
currency that may not be the best grade (such best grade consisting of coin
and legal tender). This feature, as a rule, does not seem to receive the at-
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tention which its importance demands. For the purposes of this paper, [
will designate the less desirable currency as second grade; it consists of
National Bank notes, and fractional silver coin, and once for a period of a
few years in many parts of the country consisted also of trade dollars.

One way in which this second grade currency can be put in circulation
by millions of dollars every week is by the Banks in passing it out over their
counters in the shape of pay rolls. A manufacturer with a large number of
employes will be under obligation to his bank for accommodation, or he will
be a director or stockholder in the bank. He never objects to the kind of
currency given; in fact, seldom personally sces or thinks of it. The employes
do not object so long as it will be accepted for rent, food, clothing, etc.
Those so receiving it will not object if the banks will accept it on deposit,
as of course they will when it can almost at once be again paid over the
counter.

The bank tellers are continually sorting the currency received, and the
first grade is paid out only when the supply of second grade is exhausted;
the better quality being kept for reserve and Clearing House balances, such
as is used for this purpose only moving from one bank to another,

I do not think it is generally known to what an extent the less desirable
class of currency is forced out of the banks and into the hands of the public.
To illustrate I will cite the experience of one bank in a small manufactur-
ing city. With a capital of $100,000, and a deposit line of $850,000, the week-
ly payments over its counter for pay roll, etc,, will average over $75,000, or
a total for the year of nearly $4,000,000.

An able editorial in the New York Times entitled “Harvest Money,” on
July 23, 1903, gave an excellent account of the use and circulation of cur-
rency in agricultural communities. The enormous amount of currency so
used will consist almost exclusively of second grade.

The wages paid by railroads and mining companies also absorb and
keep in circulation an exceedingly large amount of such currency.

I have dwelt somewhat at length on this feature of the subject in order
to make the point that there is small inducement to bring about contraction
of the currency by the Banks when so many of them have such good facil-
ities for working off that which is second grade, including, of coursc, the
comparatively small amount of their own issue which may have been re-
deemed and returned to them.

Each Bank, while admitting that the supply of currency is excessive,
will leave the others to attend to the retirement, and will keep its own cx-
panded to the limit if there appears to be a margin of profit by so doing.
What is every bank’s business becomes to a large extent no bank’s business.

I do not see how contraction can be obtained except by inducement or
compulsion applied to individual banks.

In my judgment there are three ways by which contraction can be
brought about. First, by having an issue by the banks that is not secured.
The clement of risk in holding this class of notes would lead to their carly
presentation for redemption. The objection to this class of currency is that
it is only adapted to local uses, and a person needing to use it away from
points of issue would find an unwillingness to receive an unsecured note of
a distant, and to the person to whom it was tendered, an unknown bank.
After over forty years of experience with the security of National Bank
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notes, it is questionable if the country will look with favor upon an unse-
cured issue. The second way of securing contraction is by an issue of notes
which could be restricted in the uses to which they could be put. This is,
and has been, the case with National Bank notes, to the extent of not being
legal tender or reserve for banks, and not as a rule being accepted for Clear-
ing House balances. These disadvantages have not proved enough, how-
ever, to insure contraction. Some further restrictions might be devised which
would increase the tendency to contraction. The third method is to issue
an emergency or special currency with a graded tax. This last has many ad-
vocates, and is, in my judgment, the best suited to meet the needs of the
country.

Congressman Fowler estimates, I believe, that there is in the country,
outside of the Treasury and Banking Institutions, reserve money of about
1250 millions of dollars. 1f my contention is correct this would largely be
collected in by the Banks and its place supplied by asset currency, if such
were issued in sufficient quantity and it was good enough to carry in our
pockets without risk. Asset currency, if entirely safe to hold, would not, as
Mr. Fowler states, be redeemed as checks now are. A sponge will hold a
certain quantity of water without allowing any of it to escape. So the coun-
try will hold an immense sum of money without decreasing its total volume
by redemption. Replacing the Reserve money in the hands of the people
with asset currency and transferring the Reserve money to the Banks will
therefore be a method of causing immense inflation.

I would suggest that the issue of currency be of two kinds—ordinary
and emergency, or special, if that term is preferred, the latter to consist of
two classes, A and B, class “A” to be taxed at three per cent. and class “B”
at five per cent. In times of usual business the ordinary kind only to be in
circulation. When special demand arose in the country class “A” would be
put in circulation. In the event of an extraordinary demand class “B” would
be resorted to. The high tax on the latter and the bad effect on the credit
of the bank if general conditions did not justify the issue would keep the
banks from resorting to class “B” except on extraordinary occasions, and
when issued would cause its retirement at the earliest possible date. Such
banks as might be disposed to disregard the tax rate on classes “A" and
“B" could not afford to disregard the effect on their depositors if they would
resort to the emergency issues when the general conditions did not warrant
it.

The general outline of the plan of securing the currency to which 1
have alluded is as follows:

I would have banks in one locality unite and form an association duly
provided for by law for the purpose of allowing the several members of the
association to issue circulation to an agreed percentage of their capital upon
the deposit with the association of such collateral of a specified kind as may
be satisfactory to it, and for a certain percentage of value in excess of the
proposed circulation. General regulation of laws to specify the character
of the security and the percentage of issue against it. The banks comprising
the association to proportionately guarantee the payment of the total issue
of its members. In the States with large population and consequently large
banking capital there might be as many as ten or fifteen associations, each
composed of the banks of one locality or section of the State. In the sparse-
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ly settled States there might be only one or two associations. No associa-
tion should be formed by banks whose aggregate capital is less than, say,
$5,000,000. In addition to the security as already provided for, a percentage
of the tax paid the government or a special tax for the purpose should be
collected to provide a guarantee fund which might be built up until it was
five per cent. of the total issue of notes.

The security to holders of notes would be first the obligation of the
bank of issue; second, that of the assets pledged to the association; third,
the underwriting by the association; and fourth, the possession of the guar-
antee fund by the government.

In an association of banks representing capital amounting to at least
$5,000,000, a conservative spirit would prevail as to the character of the
assets accepted to secure the circulation. Particularly so as a failure of the
security to suffice for the payment of the notes would make its members
liable to an assessment to make up the deficiency.

The plan outlined above, I believe, will provide a convenient, safe and
elastic currency which would at all times meet the varying demand.

This system of securing circulation is somewhat similar to that adopted
by the Clearing Houses in New York and other large cities when through
the pressure of financial disturbance the issue of Clearing House Certificates
has been resorted to; in fact, the issue of such certificates has been prac-
tically the issue of a secured emergency currency but without any provision
of law.

Please note that Clearing IHouse Certificates have, in practice, always
been quickly retired when the necessity which called them forth is past.
This has been caused by the full interest (equivalent to a tax) which has
been charged on them, and also because of the discredit that would attend
their further use.

In submitting this outline of a financial measure, it is not my place to
designate the exact kind of security to be required, but we have Bills Re-
ceivable, State and Municipal Bonds, and high grade Railroad Bonds to se-
lect from. The law should designate the class of securities, and possibly the
proportion of each kind that might be used.

Within the limits of lawful classification the different associations could
pass upon the particular securities that would be accepted by them. As each
association would be well posted on its own locality, wise and conservative
selections could, and 1 have no doubt would, be made, as a failure in this
direction would make the several banks in the association liable to an as-
sessment to cover losses, '

Note.—After reading the paper the President of a Philadelphia National
Bank made the criticism that it did not seem advisable that there should be
two classes of emergency or special issue, and that the one issue should be
taxed high enough to cause it to be resorted to only when it was urgently
demanded and retired when the emergency which caused its issue had
passed. This gives me occasion to say that each Fall there would probably
be a legitimate demand for from one to two hundred millions of dollars, ex-
tra currency to move the crops, and that three per cent, would seem to be
a reasonable rate of tax on such issue. It might, however, be wise to in-
crease the rate to five per cent. in the event that it was not retired within
four months from date of issue.
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Chicago, April 1, 1908.

At a meeting of the representatives of the National Banks doing business in the "Cft'j?"o'f.Chicago,
held this day, the following resolutions were unanimously adopted :

WHEREAS, The Aldrich Bill as it has passed the Senate contains provisions, adopted in the last hours of its consider-
ation by that body, which are revolutionary in their effect upon national banks, and seriously curtail their ability to
extend accommodations to the business public, it appears to us not only proper for bankers to call attention to the facts,
but their duty to do so; and

WHEREAS, The Aldrich Bill changes the legal reserve requirements of the national banking act which have stood for
forty years, so that nearly $200,000,000 of lawful money, or about one-sixth of the lawful money holdings of the national
banks, must be withdrawn from loanable use and locked up in vaults or invested in certain specified bonds: therefore

Be 1T REsoLvep: [. That the transfer of this money from the liquid reserves of the banks, where it is available
for loans, to an idle fund, which the banks are forbidden under any circumstances to encroach upon, will seriously
impair the working capital of the country. It is not merely a transfer of money from reserve cities to other localities,
but a definite withdrawal of money from use as a basis of bank credits. The total lawful money holdings of all the
national banks on December 3, 1907, according to the statements of that date to the Comptroller of the Currency, was
$1,045,795,019, on the basis of which the banks had outstanding loans of $4,585,337,094. If the available cash in
their vaults at that time had been reduced as proposed by the Aldrich Bill, the banks would have been obliged to con-
tract their loans by approximately $1,000,000,000. We submit that such a reduction in the loaning power of the
banks concerns the business community quite as much as it does the banks. It means restricted accommodations to
the business men, higher interest rates upon commercial loans, and a permanent burden upon the country in the form
of returns upon idle capital, the system of reserves in this country being already more costly than that of any other country.

II.  That the true method of dealing with commercial crises, which come once in ten or twenty years, and of
meeting all unusual demands upon the banks, is by providing means for readily increasing the supply of currency when it
is needed rather than by locking up continuously and permanently an unnecessary proportion of the country’s banking capital.

[II. That the substitution of bonds in the vaults of country banks for balances in the reserve and central reserve
cities will not promote safety. The ability to draw exchange on the principal cities of the country is an available
resource even in time of panic. It supplies the common means of payment between communities, and during the
recent panic as much difficulty was experienced in maintaining these balances as in maintaining cashreserves. On the
other hand, as there is no essential difference between them and other profit-earning bank investments, bonds cannot
be properly counted as a cash reserve. If the design is to use them in an emergency as a basis for circulating notes
under the Aldrich Bill, it cannot be done without impairing the legal reserves at a time when the banks can least afford
such impairment, for bank notes very properly are not counted in legal reserves. An investment in bonds is outside the
field of commercial banking and reduces the power of the banks to make commercial loans.

IV. ‘That there is no objection to the prohibition of loans to bank officers, but there is serious objection to such prohi-
bition against directors and companies in which directors are interested. The courts have repeatedly defined the word
“« securities "' as used in Section 11 of the Aldrich Bill to include promissory notes and bills of exchange (25 Am. & Eng.
Ency. L., 180; Bank of Commerce vs. Hart, 37 Nebraska, 202; Jennings vs. Davis, 31 Conn., 139; Duncan vs.
Md. Sav. Inst, 23 Maryland 299 ; Winward vs. Lincoln, 23 R. I. 476 ; Wagner vs. Scherer, 85 New York Supp., 894
and others) and this interpretation would practically prohibit a bank from doing business with any company of which any
of its directors were officers or directors. The effect would be to deprive the banks of the very men in each commun-
ity who by ability, experience and knowledge of credits and business conditions are best qualified to serve in this advis-
ory capacity. Bank directors are not salaried officers; they are principally engaged in other lines of business, and
they cannot afford to sacrifice the right to borrow money in order to serve on bank boards. The banks will not be
strengthened by limiting the selection of their directors to men who have no active business connections. This section
should also be so amended as to permit a national bank to own stock in an allied corporation which owns the building in
which the bank is situated. It is desirable for a bank to have a permanent home, and in the large cities where the
erection of a creditable office building involves a heavy outlay, there should be no objection to allowing a part of the
capital to be supplied by others, or to allowing the bank to control such allied corporation.

V. That these restrictions will affect the institutions of the national banking system unfavorably in their competition
with state banks and trust companies. These rivals have already more latitude in the character of business they are allowed
to do, and in most of the states the requirements upon them as to reserves are less than those to which nationa)
banks are now obliged to conform. Regulations, which make it impossible for national banks to do business at a profit
in competition with banks organized under state laws, will inevitably weaken the national system in membership and
prestige, an end which it may be presumed the National Congress does not intend.

VI. That as the Aldrich Bill is avowedly a measure for temporary use only, to bridge over until a comprehensive
and final system is determined upon, no changes in the existing system which will seriously disturb present conditions
should be included in its provisions. The regulations of the national banking system-as to the reserves against deposits
have stood since the system was established, the business of the banks is adjusted to them, and the credits of the
country are adjusted to them. At the date of the last statement of the national banks, February 14, 1908, their net
surplus reserves amounted to $169.084.751. This margin, which is the basis for business recovery and expansion,
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banks are now obliged to conform. Regulations, which make it impossible for national banks to do business at a profit
in competition with banks organized under state laws, will inevitably weaken the national system in membership and
prestige, an end which it may be presumed the National Congress does not intend.

VI. That as the Aldrich Bill is avowedly a measure for temporary use only, to bridge over until a comprehensive
and final system is determined upon, no changes in the existing system which will seriously disturb present conditions
should be included in its provisions. The regulations of the national banking system- as to the reserves against deposits
have stood since the system was established, the business of the banks is adjusted to them, and the credits of the
country are adjusted to them. At the date of the last statement of the national banks, February 14, 1908, their net
surplus reserves amounted to $169,084,751. This margin, which is the basis for business recovery and expansion,
would be more than wiped out by the proposed legislation, and if the banks must prepare to do business under the
proposed regulations after January 1, 1909, there can be no expansion of loans meantime, even for crop-moving
purposes next fall, but further liquidation will be required and serious consequences may ensue. We respectfully urge
that a temporary measure should not contain harmful innovations, which, in a final treatment of the subject, may
prove to be unnecessary, and unless they can be eliminated it will be better to have no legislation until the whole sub-
ject can be referred to a commission for inquiry and report, which we believe would be the most practical disposition
of it.

ResoLvED FURTHER, That a copy of these resolutions be forwarded to the President of the United States, the Vice
President of the United States, the Speaker of the House of Representatives, and each member of the Senate and the

House of Representatives.

BANKERS NATIONAL BANK,
By J. C. Craft, Vice-President.

COMMERCIAL NATIONAL BANK,
By George E. Roberts, President.

CONTINENTAL NATIONAL BANK,

By George M. Reynolds, President.

CORN EXCHANGE NATIONAL BANK,

By D. A. Moulton, Vice-President.

DROVERS DEPOSIT NATIONAL BANK,

By William A. Tilden, President.
FIRST NATIONAL BANK,

By James B. Forgan, President.
FIRST NATIONAL BANK OF ENGLEWOOD,

By J. J. Nichols, President.

FORT DEARBORN NATIONAL BANK,
By L. A. Goddard, President,

Federal Reserve Bank of St. Louis

HAMILTON NATIONAL BANK,
By Charles B. Pike, President.

MONROE NATIONAL BANK,
By E. W. Harden, Vice-President.

NATIONAL BANK OF THE REPUBLIC,

By W. T. Fenton, Vice-President.
NATIONAL CITY BANK,

By David R. Forgan, President.
LIVE STOCK EXCHANGE NATIONAL BANK,

By S. R. Flynn, President.
NATIONAL PRODUCE BANK,

By R. N. Ballou, Cashier.
OAKLAND NATIONAL BANK,

By H. C. Foster, President.

PRAIRIE NATIONAL BANK,
By George Woodland, President
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This pamphlet contains the argument
addressed to the U. S. Monetary Commis-
sion* by the Land Currency League of the
city of Denver, elucidating a new, but feas-
ible and scientific method of providing
national currency by a system that will au-
tomatically supply every legitimate de-

mand for money.

The argument consists of an address and
three supplemental communications to the
Colorado members of the National Com-
mission, Messrs. Teller and Bonynge, of

Denver.

*The Commission appointed by the 60th Congress
to discover the defects in our currency system con-
sists of Senators Aldrich, Burrows, Daniels, Hale,
Knox, Money, Teller; Representatives Bonynge,
Burton, (O) Overstreet, Padgett, Pugo, Smith,
(Calif.) Vreeland, Weeks, and Sec’y Shelton of the
Senate Finance Committee.
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ADDRESS

Delivered by James D. Holden, of the Land Cur-
rency League, to the Colorado Mem-
bers of the Commission.

Gentlemen:

We are a delegation appointed by The Land
Curruney League to present for your considera-
tion what we believe to be a correct theory of
currency. Our purpose in seeking this audience
is to impress you with its importance, and to
convince you, if possible, that at last we have
the true solution of the currency problem.

Our conclusions are the result of an investi-
gation of the subject, covering a period of many
vears, prosecuted along a new line of research.
They prove conclusively that the knowledge of
the most enlightened legislators of the age con-
cerning the science of money is of the most
superficial character.

This conclusion is in a manner justified by
the fact that after a national existence of up-
ward of 116 years, we find ourselves embarrassed
by a fiscal system that is unequal to the task
of employing our full powers of production, of
equitably distributing the fruit of industry, or of
preventing a frequent recurrence of disastrous
financial panies.

We cannot hope in a single interview to con-
vince vou of the validity of our theory. To elu-
cidate it requires a great deal of argument on our
part and a great deal of reflection on the part
of those to whom it is presented, but with your
permission T will briefly outline the new philos-
ophy and give the reasoning upon which our most
remarkable claim is based.

We claim that society needlessly pays inter-
est for the use of a circulating medium; and that
the compulsory practice of compensating the indi-
vidual for the use of currency is avoidable.
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Our contention is that owners of wealth should
not compel themselves to compensate the indi-
vidual for the use of a legal-tender representative
of wealth; and that they would avoid the pres-
ent interest charge could they obtain from the
state, on application, a legal-tender representa-
tive of the wealth they now pledge as security
to the usurer.

We claim that our every economic ill is due

to the fact that we unduly restrict the volume

of money.

Instead of supplying ourselves with a currency
volume equal to our requirements, we so restrict
the issue that a private substitute for money is
required to assist in effecting our exchanges.
Statistics show that fully 95 per cent of recorded
exchanges are made with a credit substitute.

All money provided by the state for commer-
cial purposes is supplied to the recipients with-
out interest, while the cost to society of the
credit substitute (which we are compelled to use
because of the money shortage) actually absorbs
the surplus earnings of industry.*

Our failure to apply the true remedy is largely
due to a common belief that the value of money,
like that of a commodity, is determined by the
economic law of supply and demand, and that
to materially increase the money volume is to
impair the value of the money unit.

An unwarranted fear of a depreciated cur-
rency prohibits a sufficient volume of money, and
thus prevents a just division of produect.

An exhaustive investigation satisfies us that
absolute money—paper or specie—does not, in
fact, fluctuate in value, but that it reflects and
represents the fluctuating value of the articles
for which it is exchanged. Hence were legal-
tender paper issued for currency purposes only
against individual wealth, the supply may equal
* See note A Appendix.
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our commercial requirements withou -

ol sl t fear of de
It is true that rising prices fre

g ) quently follow

a material increase in the volume of the circu-

Isftlng medium, but this phenomenon occurs only

when the volume is less than the amount re-

(a]u’lrre(ti t;otp:rfectly perform the money office—

ac at has escaped the scrutin -

cial student. Sl

The result, therefore, is not due to a cheapen-
ing of the money unit, but to a natural increase
in the value of certain commodities; commodities
for which there is an increased demand; demarid
born of a new ability to purchase.

This view is sustained by the faet that the
advance in price is not only confined to articles
for which there is an increased demand, but it is
temporary, for the secondary effect of a new
money issue is to so stimulate the production of
articles whose value is enhanced that prices will
become normal when the new demand is satisfied,

We claim that quality, not quantity, determines
the value of money,

Regardless, however, of what is known as the
“quantitative” theory of money, we eclaim that
the curreney volume may safely be increased
to the extent we propose, hecause the measure
we suggest would simply substitute one form of
ci_rmllatlng medium for another (eash for credit)
without augmenting the voluma of that with which
our business is now transacted, and therefore
would not disturb prices.

The only persons who can now call new money
into existence to meet the demands of an ex-
panding commerce, are owners of wealth in the
form of gold bullion and United States bhonds.
All other wealth-owners are unwisely denied the
essential privilege of monetizing their wealth for
currency purposes by the certificate process. The
result is an enormous currency deficit of not

1

less than twelve billion dollars, as shown by the
last Report of the Comptroller of the Currency.

This report shows that our circulation now
consists of public money and bank-credit—about
one part money and five parts credit: public
money provided by the state at a nominal cost
to the recipient, and bank credit, provided by
financiers at burdensome rates of interest.

We propose to cure our financial ills by substi-
tuting cash for the credit constituent of our cir-
culating medium. This can be done, we claim,
without departing from the present method of
supplying currency for commercial purposes.

We propose to extend the privilege of calling
new money into existence (which is now exer-
cised exclusively by owners of gold bullion and
national bonds) to the owners of productive real
estate—our most stable form of wealth.

The underlying principle of the proposed sys-
tem is that all forms of wealth are equally en-
titled to currency representation in the nation’s
circulation on application of the owner.

We claim, however, that the interests of so-
ciety will be as well served, and the system sim-
plified, by confining the currency issue to owners
of stable, or permanent, forms of wealth.

To monetize LAND VALUES, we claim, will
destroy the existing currency monopoly, and the
indirect benefit to all will equal the direct bene-
fit inuring to the currency recipient, because the
terms upon which legalized certificates will be
issued to land owners, on demand, will determine
the usurer's charge for the use of private funds,
and the credit substitute, should there be a de-
mand therefor.

The new system assumes that the legal-tender
function alone sustains the value of money; that
commodity value has nothing whatever to do in
sustaining the money value of legal-tender cur-
rency; that money is a legislative device whose
value as an exchange medium necessarily equals
its value for discharging contract obligations.
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Evidence of the validity of this principle is
found in the fact that gold coin would not circu-
late at par for a moment were it divested of
its debt-paying power, and that our standard sil-
ver coins circulate at par for the reason alone
that they are invested by law with the legal-
tender quality. It is obvious, therefore, that the
legal-tender attribute is the money attribute of
a nation’s currency—whether paper, silver or gold.

Ours is not a proposition to “loan money on
land,” nor to “base” money on real estate. It is
an automatic method of providing just the amount
of currency required by a direct issue to money
users, on demand, of a legal-tender representative
of their wealth,

—

As our congressional representatives, and as
members of the recently appointed Monetary Com-
mission, we ask you to thoroughly investigate
this new theory, and especlally our claim that
real money does not fluctuate in value. To real-
ize this momentous truth is to perceive that a
legal-tender representative of wealth may with
advantage and entire safety be issued, on appli-
cation, to the owners of stable forms of wealth
at cost of issue,

We cannot but believe that the appointment
at this time of a Monetary Commission to whose
searching scrutiny this revelation in economics
can be submitted will prove of the greatest possi-
ble benefit to the human family.

We have formulated a measure, of which we
will furnish you copies, embodying our recom-
mendations which sets forth a plan for carrying
them into effect.

We trust that upon reflection you may see
yYour way clear to commend this promising theory,
and the simple remedy we suggest, as worthy the
serious consideration of the Monetary Commis:
sion,

6

SUPPLEMENTAL COMMUNICATION NO 1.

(This paper was prepared for the purpose of refuting the
generally accepted “quantitative” theory of money.)

Hon. Henry M. Teller,
Hon. Robert W. Bonynge,

Members U. S. Monetary Commission.
Gentlemen:

In the opinion of the members of The Land
Currency League, the chief obstacle in the way
of perfecting our money system is the belief that
the exchange value of a nation’s circulating me-
dium is regulated by its volume; and that to ma-
terfally increase the money volume is to im-
pair the value of the money unit.

Belief in this — the quantitative — theory of
money, in our judgment, is not only incompatible
with a correct understanding of the character of
money, but its blighting influence on the destiny
of the individual is incalculable, for the reason
that it prevents the mind from perceiving a mo-
mentous economic truth, namely:

That absolute money does not fluctuate in
value!*

The need of the hour, in our opinion, is an
argument that will expose the fallacy of this
accepted belief, and we beg leave to submit for
your consideration the reasoning which justifies
the conclusion that the quantitative theory of
money is false, misleading and pernicious.

In defining the theory, John Stuart Mill, in
his “Principles of Political Economy,” says:

“If the whole money in ecirculation was doubled,
vrices would double, If it was Increased one-fourth,
prices would Increase one-fourth, * * * 8o that the
value of money—all other things remaining the same—
varies inversely as its quantity; every increase in
quantity lowering its value, and every diminution rais-
ing it in a ratio exactly equivalent.”

David Ricardo, an eminent English authority,
SAVs:

‘“The value of money in any country is determined
by the amount existing, That commodities would rise
or fall in price in proportion to the increase or diminu-
tion of money, 1 assume as a fact that is Incontrover-
tible,”
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Notwithstanding the high character of these
distinguished economists and the respect to which
their opinions are entitled, we assert that their
conclusions cannot be verified.*

The following is the reasoning upon which we
rely for a justification of our contention:

Because rising prices usually follow a ma-
terial increase in the volume of money, economists
have erroneously concluded that the result is
due to a cheapening of the money unit. In other
words: that a rise in prices is the direct result
of an augmented money volume. In fact, however,
rising prices are due to increased demand, result-
ing from an increased ability of the recipients
of the new currency to gratify their wants.

In justification of this conclusion we point to
the fact that a rise in the price of all commodities
does not follow an increase in the money vol-
ume; that only those commodities increase in
value for which there is an increased demand:
that the mere existence of new money cannot
affect prices, because there can be no rise in the
price of any form of property until the new de-
mand affects the available supply.

Were the quantitative theory true, the price
of all property would rise in response to a new
money issue, regardless of supply and demand,
for if “volume determines price,” as the advocates
of this theory claim, the augmented money vol-
ume would advance the value of articles for
which there would be no unusual demand to the
same extent that it would raise the price of arti-
cles the demand for which would exceed the sup-
ply. Surely something besides the unsupported
opinion of eminent economists is necessarv to sus-
tain so unreasonable a theory. The eclaim that
“prices are determined by the volume of money,"
is inconsistent with the fact that thev are deter-
mined by the economic law of supply and de-
mand—a truth accepted by all economie students,

Another faet that discredits the quantitative
theory is that the advance in prices following a
*See Note B appendix.
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fresh issue of money is not (as the theory as-
sumes) permanent. It is temporary, for the rea-
son that the secondary effect of a new money
issue is to stimulate and make possible the pro-
duction of articles for which there is an active
demand, so that prices will become normal when
the new demand is satisfied. .

It will not be denied that price indicates volue, |
therefore an increase in price means a real in-
crease in value. As commodities are known to
increase in value while the money volume re-
mains stationary, it is clear that prices may ad-
vance, though the value of the money unit be
unaffected. Our contention is that any and every
change in prices is due to fluctuation in the
value of commodities—never to a change in the
value of full legal-tender currency—paper or
specie.

The significance of this conclusion—if valid
—Iis apparent. It reveals a truth of the greatest
moment, viz:

That the privilege of calling new money into
existence (which is now exercised exclusively by
owners of gold bullion and national bonds) may
be extended to owners of other stable wealth
without fear of impairing the value of the money
unit. And that a wise change in the provisions
of our currency law will enable us to substitute
cash (provided by government at a nominal cost
to the money-user) for the credit substitute for
cash that is now provided by financiers at im-
poverishing rates of interest,

The fellowing is the logie that sustains our
conclusion:

Whatever “value” may be, it is something that
is expressed in “dollars.” The fluctuating value
of commodities and the debt-payving value of the
legal-tender symbol is thus expressed. As the
value of the debt-paying device—money— (ex-
pressed in dollars) is always the same (being
fixed by statute) it manifestly cannot be affected
by the economic law of supply and demand.
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The following illustrations furnish additional
proof of the truth for which we are contending:
If wheat, for example, advances from 75 cents

to a dollar a bushel, the value of the money unit
is not affected, because it will still buy a dollar's
worth of wheat—the value of which, like that of
the debt-paying device, is expressed in arbitrary
units, called “dollars.”

To elucidate this truth, let us suppose that
to-day wheat is worth a dollar a bushel, tobacco
a dollar a pound, and silk a dollar a yard, and
that to-morrow an advance in wheat raises its
price to $1.25 a bushel—the price of tobacco, silk
and other commodities remaining unchanged. Can
it be said that the money unit has lost any of
its value so long as it will continue to buy a
pound of tobacco, a yard of silk, and the usual
amount of everything except wheat?—and when
it will still buy a dollar’'s worth of wheat?

From this it is evident that it will not do
to say that “prices advance,” and at the same
time claim that “money cheapens,” for if money
cheapens there is no real advance in price. The
foregoing fillustration shows clearly that fluctuat-
ing prices are due, solely, to a change in the
value of commodities.

The common belief that money depreciates
in value arises from confounding the effect on
price of a failing credit currency with the effect
on demand of an increasing volume of money.

A convinecing reason why the theory In ques-
tion cannot be defended is that its claims do not
harmonize with our monetary experience. For
example: In 1861 we had a currency circulation
of perhaps $5 per capita, while in 1865 it was
nearly $70. Prices barely doubled in that time,
while according to the quantitative theory they
chould have increased fourteen fold. But the
doubling of prices may be accounted for by other
causes than the increase in money. War has
always caused prices to advance, though the
money volume remains unchanged, and for an
obvious reason, viz: consumption is increased and

10
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production curtailed as soon as armies are in
the field. Producers cease producing while con-
tinuing to consume, and the great law of supply
and demand operates to change prices, regard-
less of the money volume.

We invite your attention to the further fact
that during the currency contraction of October
last (1907), prices were but slightly affected.
Stocks depreciated in value, but general prices
remeained firm, though an enormous contraction of
the circulation had taken place through the sud-
den withdrawal of credit by the banks. A gen-
eral stagnation of business followed, though the
general level of prices was higher than it had
been for years. Shortly after a general denial
of credit by the banks, there was a great increase
in the tangible circulating medium, through the
issue of millions of clearing-house certificates, yet
no advance in prices occurred. These facts prove
the incorrectness of the claim that the money
volume determines price.

Perhaps the most vulnerable part of this spe-
cious theory is its claim that “prices will continue
to rise as long as money continues to increase,”
Because rising prices in the past have followed
an increase in the money volume, its advocates
asssume that they will continue to do so. In
reaching this conclusion they lose sight of the
fact that it is only when the volume of the cir-
culating medium is unequal to the needs of com-
merce that advaneing prices accompany increas-
ing money. The theory is based entirely on the
experience of the past—a period during which
society has never known a sufficient volume of
money. The obvious fact that a changing money
volume affects price only as it affects demand,
suggests that were demand beyond the influence
of a seant money supply, a change in the quantity
could not affect prices.

Reflection justifies the assertion that the only
manner in which the money volume may affect
price is in affecting demand. We claim that de-
mand would not be affected were the money vol-
ume equal to the money needs. Were our full
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powers of production engaged, additional money
could not further increase production, and were

quently as an augmented volume could affect
neither production or consumption, it ig incon-
ceivable that it could affect prices,

This reasoning leads to the followin -
sions, namely: e

1. That money is not the “measure of value,”
as is generally supposed. :
2. That values are estimated and de
without the aid of money., e
3. That values are not even expressed in
;noney, but in abstract units of valye, called “dol-
ars-"
4. That the unit of value and the unit of
money are not identical, but are distinct commer-

value unit,. ideal.
i 5. g‘htat the dollar, in fact, is not a material
ng, but a mere concept, like the fj
numbers, i
6. That the word “dollar” does not especiall
: aclally
refer to money, but, in its trye sense re:fers to

cles possessing utility value equal to the de
nomi-
nation of the legal-tender coin or certificate,

While the value of money is not affe
a change in the volume, the price of mggg ?s}.'
That is to say, the interest rate varies with a
material change in the supply when the volume
is less than the money needs. Were the volume

the payment of tribute for the use of curre
. ney
for facilitating exchanges would be unknown. ’

By “tribute” we mean compensation for the
use of a circulating medium, as distinguished from
compensation, or hire, for the use of property,
The distinction is well defined, though not gen-
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erally recognized. Compensation for the use of
property is a legitimate charge—property being a
preduct of labor. But compensation for the use
of a legalized representative of property (a pro-
duct of legislation) is a charge that wealth-owners
literally compel themselves to pay, by failing to
provide for the monetization of the wealth they
now, as borrowers, pledge as security to the
money merchant.

According to the Land Currency Philosophy,
money in circulation is nothing more or less than
“a legal-tender representative of wealth.” It cir-
culates at par, and is the equivalent of property,
because it is invested by law with arbitrary debt-
paying power.

A money symbol, paper or specie, worth $5
for liquidating debt, has an exchange value equal
to that of commodities worth $5 for other uses.

Modern commerce is the barter of commodities
having a fluctuating value, determined by supply
and demand, for legal-tender symbols having a
fixed value for discharging contract obligations.

Being “a legal-tender representative of wealth,”
money should be issued as such by the state. It
shouvld be issued to wealth-owners, on applica-
tion, as they may require it for commercial pur-

poses.

It is the duty of the state to create money for
the convenience of the individual, who, as a pro-
ducer, is entitled to ga currency representative
of the wealth he creates, for the conclusive rea-
son that (as barter is impracticable in comnlex
society) a currency representative is esssntial to
2 just distribution of the fruit of hig industry,

Money being the available representative of
individual wealth, to the individual belongs the
prerogative of calling the representative into ex-
Istence. His 2lone is the rikht to determine when
his wealth shall be monetized for currency pur-
poses. This is the present right of the gold owner,
and of the national bond owner, and it should be
the right of the wealth owner.
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The individual alone should place in eircula-
tion the currency representative of the wealth he
creates, or acquires, when his needs require it,
No reasoning can Jjustify the state in disposing of
the currency representative of the wealth of the
individual, except that acquired by taxation,

= Were all wealth owners granted the right
to demand and receive a currency representative
of their wealth, on anplication. an impartial and
cufficient issue of money would result—the bene-
fits of which eannot be estimated. Such a law
would, for the first time in the history of civiliza-
tion, make the life-blood of commerce readily ob-
tainable by the producer to whom it is a necessity,
We claim that money commands interest in
the market, not because it is valuable, but be-
cause it is inaccessible to the followers of useful
pursuits—who for Specious reasons have. for cen-
turies, unwisely confined the issue of legal-tender
to the monetization of the precious metals,

The inevitable effect of this baneful law is
to force society to compensate the individual for
the use ot an artificial exchange medium—a mere
product of legislation.

The sum we obligate ourselves to pay finan-
ciers each year for the use of this legislative
device is greater than the surplus earnings of
our every industry. An imperfect knowledge of
the nature of money, and a general belief that
it can depreciate in value, results in a financial
policy which so restricts the issue of legal-tender
that it, and its credit equivalent, commands “in-
terest” in the market—INTEREST, the legalized
tribute upon which the drones of society lawfully
subsist.

That an interest-yielding currency is the sole
cause of poverty among the industrious, and of
want in the midst of abundance, is a fact that
has eluded the scrutiny of the student of social
science,

Our claim that the volume of monev has noth-
ing to do with its value, and that, should trade
require it, the volume of money may equal the

14

volume of wealth, without depreciating, is both
valid and demonstrable,

For example: Suppose every note or bond that
is now amply secured by mortgage. or trust deed,
on real estate were by law made a tender for
debt—would not the act enormously increase the
volume of money? And would the value of such
paper be impaired by making it a legal-tender?

Suppose that against every $5,000 worth of land
a bond for $1,000 was issued—would such bonds
depreciate in value as their number increased?
Certainly not—nor would the act of investing
them with debt-paying power impair their value.

Suppose all individual wealth—real and per-
sonal—were made a legal-tender for debt—why
would such an increase of money impair the value
of the money unit?

Suppose we were in the purely barter stage,
where commodities are exchanged for commodi-
ties, and money has not been invented—would not
values be adjusted solely according to supply and
demand? If so, upon what twist of logic can it
be claimed that if all personal and real property
should be monetized by the certificate process
into a money representative, and this used in ex-
changes instead of the commodity itself, that
values would be affected or changed by the act?
How could values be affected when the money
thus created would be used only to facilitate ex-
changes, discharge debts, and conserve individual
wealth?

Finally, what additional evidence is required to
satisfy the discriminating mind that “legal-tender
representatives of wealth,” of convenient denomi-
nations, may be made abundant or scarce—ac-
cesgible or inaccessible-—according to the wisdom
of iegislators?

Very respectfully,
.MRIEIES D. HOLDEN,
Committee,
Denver, Colorado, October, 1908,
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SUPPLEMENTAL COMMUNICATION NO. 2,

Hon. Henry M. Teller,
Hon. Robert w, Bonynge,
Members of the [ S. Monetary Commission
Gentlemen: i
Having shown by irrefutable argument tha
absolute paper money (issued for currency purE
poses against individual wealth, and possessing
arbitrary debt-paying power) cannot depreciate in
value, the folly of longer continuing a financial
policy which deprives society of a sufficiency of
that which is essential to the full employment
of its industrial powers, becomes apparent.

And yet, the idea that it is the duty

ﬁtate to 'provide a circulating medium ;gr nghgzl(:
interest” cannot be exacted, and that a change
in the currency law would give the wealth owner
bona fide money for the asking, is so foreign to
traditional belief, to custom, and to the teachings
of economists, that even the most enlightened
hesitate to accept the argument—conclusive
though it be—which elucidates this vital truth—
this veritable revelation in economics.

We feel confident, however, that in prese tin
this new idea to a National Commission.llnsti?uteg
to ascertain the cause of our financial ills, we
are submitting it to a tribunal that will appreciate
the argument we offer in its support, and recog-
nize the merit of the leasure we suggest for pro-

viding a national currency
¥ equal to our commer-
cial needs, e

The proposal to monetize land values by the
certificate process is simply a proposal to make
a larger percentage of our stable wealth available
for currency purposes, without departing from the

) established method of providin y L
mercial uses, . g currency for com

It is only a feasible
plan for supplying the
enormous deficit in our currency volume, which,
as shown by the last Report of the Comptroller

16

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

of the Currency, now exceeds twelve billion dol-
lars! g

It is a practical plan to substitute cash (pro-
vided by government at a nominal cost to the
money user) for the credit substitute for ecash
that is now provided by financiers at burdensome
rates of interest.

It is an automatic method of calling new money
into existence as it may be required by our ex-
panding commerce,

=¥ The Federal Constitution confers upon Con-
gress the power to create money! It is evident,
however, that the power conferred by the Consti-
tution is not fully exercised so long as the pro-
ducer must compensate the indiviagual for the use
of this legislative device—a device that is indis-
pensable in distributing the fruit of industry. Ob-
viously the money supply should equal the money
needs—and nothing is more certain than that
INTEREST is the barometer which unerringly in-
dicates the extent of the money shortage.

Beyond a doubt the legal-tender attribute is
that which enables money to perform its three
functions, viz: to conserve individual wealth: to
facilitate exchanges; and to pay debts: and while
a definite amount is required to perform two of
these functions (discharge debt and effect ex-
changes) the demand for money for conserving
the earnings of the industrious is practically un-
limited. Thus its three uses will readily abhsorh
the limited volume of currency that may be called
into existence under the automatic plan of issue
we suggest.

Statistics show that the uninvested savings of
the American people at this time exceed fifteen
billion dollars, while the tangible circulation is
less than three billions. An additional currency -
issue of twelve billions, therefore, could be used
for the purpose alone of conserving, in money,
the present savings of bank depositors—savings
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now conserved in nothing more tangible than un-
secured promises of the banks to pay their de-
positors, “on demand,” twelve billions of money
that is not in existence.

Obviously, a law that will make the “legalized
representative” as accessible to land owners as
it now is to owners of government bonds, will—
by making 50 per cent of the nation's wealth eligi-
ble to monetization by the certificate process—
provide a practical means of getting the required
currency into circulation. The volume proposed
will be limited, and Yet, the required amount mayv
be called into existence,

Query: Money being a mere legislative device
—what excuse is there for a money shortage? Why
pay tribute for its use?

Being a legalized representative of wealth—
such wealth as the law may designate—the law
we, ourselves, inspire—why need there be a dearth
of money so long as there is no dearth of wealth?

Were a currency representative made accessi-
ble to wealth owners, on application—is it not

certain that they would escape the interest
charge?

And if interest could not be exacted for its use
—what motive would there be for calling a surplus
into existence?

Individual wealth when monetized for eurrency
burposes by the coinage process, or by the certifi-
cate process, is invariably monetized at an arbi-
trary valuation. Gold is, and silver was, thus mon-
etized. In monetizing land values it is proposed
to make the assessed valuation of productive real
estate, for a given year, an arbitrary and perma-

‘nent valuation of the same for eurrency purposes;

thus monetizing this most stable form of wealth at
A conservative valuation—not exceeding in any
Instance, 40 per cent of its market value.
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The scientific character of the measure be-
comes apparent as the fact is realized that it will
automatically provide a sufficient public ecirculat-
ing medium, at a nominal cost to the money user,
by a method that will prevent an over-issue, and
avoid the necessity of monetizing other forms of
wealth.

That the new law will prove equally beneficial
to every citizen, and confer no especial advantage
upon the land owner, becomes clear to those who
perceive that the rate at which the government
will issue a sufficient volume of legal-tender paper
to land owners, on application, will regulate the
cost in the market of every form of circulating
medium that may be used—whether public or pri-
vate,

It is a plan to give the commercial world a suf-
ficient volume of money, through the mediation of
land owners, just as the present insufficient vol-
ume is provided through the mediation of bullion
owners and bankers,

Our contention is, that had we a sufficient
volume of money, competition would insure equita-
ble profits—because demand and supply alone
would determine price. And the wage system
would give the worker his full share of the joint
product—because then, money would seek labor,
whereas now, labor must seek money!

Very respectfully,

CHAS. M. BICE
WEBSTER BALLINGER,
RICHARD WOLFE,
JAMES D. HOLDEN,

Committee,
Denver, Colorado, November, 1908.
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SUPPLEMENTAL COMMUNICATION NO. 3.

Hon. Henry M. Teller,
fTon. Robert W, Bonynge,

Members of the 1l S, Monetary Commission.
Gentlemen:

A fundamental principle of The Land Currency
philosophy is:

That fluctuating prices are due to a change
in the value of commodities—never to a change
in the value of real money—paper or specie.

Evidence of the truth of this conclusion _ is
found in the fact that in modern commerce arti-
cles are virtually exchanged for products—through
the mediation of money: legal-tender currency be-
ing that which reflects, and represents in trade,
the value for which it is exchanged.

Commodities are converted into the legal-tende:
representative at their relative value, compared
with that of other commodities—not as compared
with money. It is the relative worth of the com-
modity, therefore, estimated and expressed in
imaginary units of value (called “dollars”) which
determines the number of legal-tender units it
will command in the market.

The debt-paying device is the exchange equiv-
alent of articles having utility value, because, aside
from its material, it has a legal value for a popular
use equal to its face; a legal value which is un-
changeable because fixed by legal decree.

The non-existence heretofore of the true mone)
idea is attested:

First. By the universality of the interest-paying
custom—whereby society, without protest, need-
lessly compensates the usurer for the use of an
essential legislative device; an artificial device for
which “interest” is exacted only because the sup-
ply dees not equal the demand.

Second. By the fact that heretofore every ef
fort to increase the circulating medium has been
in the way of providing ecredit substitutes for
money, instead of increasing the issue of pure
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legal-tender itself; a fact which shows that there
has been no general recognition of the economic
truth: that the legal-tender function is that alone
which insures the circulation at par of all money,
whether paper, silver or gold.

Third. By the prevailing belief that money
should have “stable purchasing power": and that
its value should be “regulated” by limiting the
issue——a preposterous idea, because it is a patent
fact that had money stable purchasing power
there would be no such thing as a change in
price, the very thing required to cause supply to
respond to demand.

Additional evidence of the phenomenal dearth
of fiscal knowledge, is the fact that all paper igsues
in the past, with a single exception, * have
been promises-to-pay-specie-on-demand. Even the
paper issues of the civil war period (declared to
be “money” by the United States Supreme Court)
were a credit currency invested with the legal-
tender quality, The promise of ultimate redemp-
tion in specie inscribed on these notes indicates
the existence of a belief that the legal-tender at-
tribute alone would not insure their circulation at
par with coin.

d The nearest approach to absolute paper money
of which we have a record, was the Land Currency,
issued to land owners, in Franklin's time, by the Col-
ony of Pennsylvania. This currency circulated at par
with specie for 40 years—from 1722 to 1762. The original
issue, in 1722, was a credit currency invested with full
legal-tender power; but, at Frankiin's sug estion, the
issues subsequent to 1731 were not redeemable in coin,
but were a pure paner money which perfectly per-
formed all the functions of specle, because invested
by law with all its legal Powers.-See Pennsylvania
Magazine of History and Biography for April, 1588,

While the currency system we propose would
destroy the business of the usurer, it would benefit
the capitalist and the investor.

It would make dividends on stocks as safe as
interest on bonds—because it would exempt the
stockholder from the exactions of the bondholder.

It would create a field for investment in indus-
trial enterprises which would make the investment
lucrative becausg of the increased ability of the
industrious millions to freely gratify their wants.
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Relieved of the burden of compensating the
usurer for the use of a seant money supply; and
escaping the indirect tax which, as consumers, they
now contribute (daily) to the enormous fund from
which tribute is paid on billions of national, indus-
trial and railway “bonds,” the producers of the
nation would, at last, enjoy the full fruit of their
industry.

By giving themselves the same right to a legal-
tender representative of their stable wealth which
they now grant to the owners of gold bullion and
certain bonds, the followers of useful pursuits, by
simply amending a statute, would create for them-
selves an economical environment in which there
would be no artificial handicap to individual effort;
no artificial obstacle to the development of the
nation’s boundless resources.

Money being an indispensable distributor of
product, it is clear that an insufficient issue must
result in imperfect distribution. Being a necessity,
an abnormal industrial condition Is the inevitable
g?l:::’omitant of an inaccessible circulating me-

As the present cost of an artificial medium for
facilitating qxchanges exceeds the surplus earn-
ings of the industrious, the relationship between
their poverty and a scant money supply is obvious.

In concluding, we beg leave to add that in our
opinion we have presented for your consideration
an argument which reveals an amazing truth,
namely:

That want in the midst of abundance, the un-
just division of wealth, and the money troubles of
the industrious, are the necessary effect of an
insufficient issue of legal-tender paper; and that
these evils will disappear when our public circu-
lating medium shall equal our commercial needs.

Very respectfully,

CHAS. M. BICE
REeSTaS Radhmoen.
JAMES D. HOLDEN,

Committee.
Denver, Colorado, December, #908.
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APPENDIX,

NOTE A.—“The surplus earnings of industry' are
indicated by the annual increase in national wealth,
whicu (less the advance in real estate values) approxi-
mates two billion doilars. Our total indebtedness, pub-
lic and private, is variously estimated at from 30 to 40
billions, * Assuming that it aggregates 35 billions
an. that the average interest rate thereon is 6 per cent
per annum, TWO BILLION ONE HUNDRED MILL-
IONS is the sum we obligate ourselves to pay finan-
ciers each year for the use of a circulating medium—
ONE HUNDRED MILLIONS more than the value of
the surplus product of our every industry.

* The following items anu figures indicate the present
interest-bearing indebtedness of the people of the
United States, expressed in round numbers. The com-
pilation is from official reports and estimates of ex-

perts:

National DORAR: i v scsvvasiunsred ...8 925,000,000
State bonds ........ AP AR vesssssseneess 234,000,000
Municipal and County bonds........ccceeieene 2,140,000,000
Bleimn Rallway BONAe. . ..o cosinevssibinssins 7,821,000,000
Street Railway bonds......... cranesannssnunsens Ay k000,000
Industrial bonds ........ccciiiveiiniieniennes cee2,742,000,000
Real Esiate Mortgages........coveviveveineaees 10,000,000,000
Chatte. Mortgages (a)........o0.t R vee 2,600,000,000
Bank DIBCOUNE . .vvesrvninssansrosnssrmnnnes .. b,766,000,000
Unsecured Notes and Book Accounts (b)... 1,417,000,000

Total .ivvsuvunss A SR coeenneen .. $35,000,000,000

(a) Estimated at 25 per cent of the known Real Es-
tate Mortgage Debt. (b) A meagre estimate.

NOTE B.—A distinction, not generally recognized,
exists between the value of money and its “purchas-
ing-power.”” Value is invariably expressed in imag-
inary units (i. e, in dollars), while purchasing-power
can be expressed only in commodities. As the value
of a coin, or other debt-paying device (expressed in
dollars) is always the same—always equal to its de-
nomination—it cannot possibly fluctuate,
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The fact that an insufficient volume of money frequently
compels a sacrifice of values to obtain it, is that which gives
color to the claim that real money fluctuates in value, when in
fact everychange of value is in the commodity.

Were it possible for legal money to vary in value, a change
in prices would indicate nothing, and the business world would
be at sea regarding values.

To realize that the so-called purchasing power of money is
determined by the relative value of commodities (compared
with each other) is to perceive thatit cannot be determined by
the volume of money, as claimed by adherents of the quantitative
theory.

The belief therefore, that ap artificial symbol, created by so-
ciety without cost, (and which has no independent value aside
from the delegated function which enables it to reflect and rep-
resent the values for which it is exchanged) is subject to the
same economic law that determines the exchange value of a pro-
duct of labor, is a belief which, though well-nigh universal, can-
not be sustained by logical reasoning.

Federal Reserve Bank of St. Louis "
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REPORT OF THE FEDERAL LEGISLATIVE COMMITTEE
OF THE

BANKERS ASSOCIATION OF THE STATE OF ILLINOIS

Made at its Annual Meeting, held in Decatur, Illinois,
October 13th and 14th, 1909

PRESIDENT MCKINNEY: We come next to the reports of Standing Committees.
Mr. Parker, of the Federal Legislative Committee, I notice is in the house, and I would ask
him if he has any report to make from that committee at this time?

MR. E. J. PARKER: MTr. President and gentlemen of the Convention: The Com-
mittee on Federal Legislation was called into existence at a time when it was thought that
other state associations would also elect such committees, which would be standing committees.
However, we have not conferred with any state associations or received notice that they have
formed or have such standing committees in existence. Not knowing whether we would be
called upon for a report, I have no wrltten manuscript; therefore I will make a verbal and
ofthand report.

When currency legislation was under discussion during the last session of Congress,
your committee was asked by the members of the Currency Commission of the American
Bankers Association, to lend its aid in defeating certain bills; and I also received many letters
from acquaintances in the country at large. Many of these letters were referred to our com-
mittee, though we have had no formal meetings, the members being scattered over the state.
However, we have kept in touch with each other by correspondence. We strenuously
opposed the passage of the Fowler, Aldrich, and other bills, and later the Aldrich-Vreeland
bill, which is, as we knew it would be, inoperative. Only one Clearing House Association has
been formed under the provision of that bill and I believe it is in the District of Columbia.

The hint has been given to the country at large that the Congressional Currency
Commission may advocate a central bank. It is well to have it brought before the country
for consideration, agitation, if you please, and final adoption if the country so decides; it is
obvious there will be oposition to it. In the older countries of Europe, thickly settled with a
homogeneous population, and the conservatism which age brings to all communities and
nations, they have in operation large central banks, which serve their purpose well. Our
population is quite different and our vast country sparsely settled. We have invited men to
come from all parts of the world, they have come and emigration will continue. Instead of
being a monarchy, we are a republic and a democracy, pure and simple. I take it that it
would be difficult to establish a central bank in our country, with its heterogeneous popula-
tion, strongly assertive as democracies usually are, opinionated many times, and our legisla-
tive bodies embracing among their members but few men possessing the wisdom of
political economists, and unfortunately economic questions such as the currency and the tariff
are not relegated to expert commissions. If the central bank should be advocated in the
coming Congress, it will resolve itself into political alignments, which will be unfortunate.
That was one of the weak points of the Aldrich-Vreeman bill, passed in haste to meet politi-
cal emergencies rather than financial ones.
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The bill is not practical as a financial measure.

The moment a legislator or a citizen of the country suggests a currency plan, he makes
himself a target, and his plan is immediately assailed. Hence, as a member of this committee,
I would not think of suggesting a plan. I will take up your time only for a few moments
in speaking rather interrogatively than affirmatively, certainly not dogmatically, on the
currency question.

Bankers are still living in New York City who co-operated with that sagacious banker,
Mr. Tappan, in establishing the New York Clearing House in that city. The clearing
houses of reserve centers (some of them imperial cities) comprising, as they do, National and
State banks, Trust Companies and private banking interests, represent a banking power
greater than many of the banks in Europe. Have they served a good purpose since they were
established? What would the banks of Chicago and San Francisco have done in the time of
their great conflagrations, if in order to avert a panic they had not availed themselves of the
united action of their clearing houses? At such a juncture could the Aldrich-Vreeland bill
have assisted them, distant as they are from Washington? In our own state the necessity
and power of clearing house organizations has been clearly demonstrated. I have felt since
the panics of 1873, 1884, and especially 1893 and 1907, that through clearing house issues
we might and could arrest the awful contraction of credits which always forces many solvent
institutions banking and other busidess enterprises, to the wall. At a time when credits should
be expanded, they are contracted under our present rigid currency system, and one banker after
another will filch money from his neighbor.

In the panic of 1907 Chicago went one step further than New York, not only issuing
clearing house certificates for the first time, but clearing house notes as well, secured by
assets of its members deposited with the clearing house. They steadied the situation in
Chicago and throughout the state. That principle can be applied in meeting the annual
crop situation in providing an emergency circulation to be used in the event of a panic.
Panics should be prevented in our country as they are in Europe; where there is never such a

. severe and sudden contraction of credits. In the county above Quincy, an agricultural com-
“munity, the principal of clearing house issues was illustrated. During the panic of 1907 the

bankers in that county (they have no clearing house there) met and decided to protect each
other, preparing their cashier's checks and had them in readiness for circulation if necessary.
Clearing houses should be increased and brought into existence, one or more in every

state and territory of our country.

In Europe the territory is smaller. Our country is a vast one and in times of panics,
banks cannot do business through Washington, certainly not readily, with a circulation
secured by government bonds.

The clearing houses are in advance of the general and state governments in the matter
of protecting depositors by independent examination of the condition of its members, whether
National or State banks, Trust Companies or private banks. The clearing houses of Chicago,
St. Joseph, Kansas City, I believe, and perhaps Omaha, make, without notice to their mem-
bers, independent examinations if for any reason they think it best to do so. Under the laws
of Illinois, private banks are not subject to examination, but as stated before, if a private
banker is a member of the Chicago Clearing House and if for any reason the members of the




Clearing House wish to examine that bank, they will do so and without notice. Therein,
gentlemen, lies, in the strict impartial examination of our banks, a security even beyond that
of the examinations under national bank statutes, and the state banking department. If we
want to meet the untenable proposition of guaranteed bank deposits we must develop and
carry out in our clearing house organizations, regulations which are stricter than those
required by the government or state administration and not have it understood that a young
state, namely Oklahoma, is the only state in the Union on the right track.

Let me recall how the clearing house of Chicago met the situation when suspicion
rested upon the Walsh banks, the Chicago National and the affiiliated banks, the Trust
Company and the Savings Bank. It was Sunday afternoon when those virile strong bankers
of Chicago met and declared that on Monday morning it should be annouuced that those
institutions would be liquidated, and the associated banks through the clearing house would
pay every last dollar of their deposits. This action prevented a panic in Chicago. |

What helped to bring on the panic of 1907? The knowledge that Heintze was trying
to corner the copper of the world, that Morse and others had secured control of a chain of
banks. It was then that such men as J. P. Morgan and others rose up like lions and asked
for the resignations of officials and directors, and the men who had disobeyed the laws of the
country in the administration of their banks. That created alarm, and within a few
days forty-two millions were taken from two banks, the Trust Company on Wall Street, and
the Knickerbocker on Fifth Avenue. The one hundred millions in gold brought from
England might have been but a drop in the bucket, if Morgan had not called the bankers
together and assessed them for certain amounts to steady the market and monetary conditions.

Now, Mr. Chairman, if the members of the convention want to be convinced or listen
to a few words about the cost to the country of our present rigid currency system and what
the government issues have cost, I can in a short time make some observations which I think
bear upon the necessity of a change, the possibility of clearing houses incorporated under
Federal Law and combining all the banking interests, meeting the wants of the country.
Shall I proceed for five minutes? (Cries of “go on’.)

In yesterday’s Tribune their correspondent ““Raymond”’, in his letter, writes as follows:

“Now, according to the computations of the treasury department, if the greenbacks
January 1, 1879, had been funded into four per cent, thirty-year bonds and cancelled, the
total cost to the government for both principal and interest up to July 1, 1907, would have
been $741,897,340. They were not refunded, but it has been necessary to borrow money
from time to time and they have been redeemed in gold over and over again, at a ruinous
sacrifice, only to be reissued.

The result is, according to the treasury statement, that the cost of the greenbacks up
to July 1‘, 1907, has actually been $1,081,881,562. It will thus be seen that the difference
between the actual cost and the principal and interest if they had been converted into bonds,
amounts to the enormous sum of $339,984,222.”

I venture to say that if Hugh McCullough, Lyman J. Gage, or Franklin MacVeagh
had been secretary of the treasury at the close of the civil war, in place of George S. Boutwell,
who was not a practical banker, they would have used the great surplus resulting from the
internal revenue tax, tax on income, stamp and other war taxes, in redeeming the demand
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issues of the government, instead of buying bonds. QOur debt was over three billions at the
time. It is now 48 years since the breaking out of the civil war, which brought into existence,
after a long deliberation on the part of Secretary Chase and other statesmen, the issue of
treasury notes after repealing the law permitting state bank issues.

The war was thus conducted on a depreciated paper basis rather than on a specie basis
as England has conducted its wars for over one hundred years. Qur own statesmen well
knew that paper issues were a menace to stable financial conditions. They have been a
menace from that time to the present. The Congress of the United States failed to make
provision for the redemption of these issues and has not permitted their redemption to fall
below three hundred millions. Later on a gold reserve of one hundred and fifty millions was
carried in the Treasury against these issues. Congress limited the redemption of national
bank notes to only three million dollars per month. Recently this limit has been increased
to six million dollars per month. This has resulted in an inflation of the currency and great
speculations and the demand issues of the Government have never been paid but are still out-
standing at an expense to the Government as well as the people. In the early ’70s an infla-
tion of the currency by a further issue of greenbacks was demanded by a large and strong
political party. An inflation bill passed Congress. (General Grant vetoed this inflation
measure—the most important act of his civil administration. After Congress had passed a
bill for the resumption of specie payments in 1879, a bill was introduced later on, to repeal
the resumption act. Since then one large party in this country was fairly hypnotized with
the idea of silver issues.

We now have about one billion dollars of treasury notes, silver and silver certificates
kept at par, simply by credit of the Government, fiat money, silver, and silver certificates.
The demand obligations should be retired. Every dollar of currency issued should be issued
on a business transaction, and the sole and entire currency issue throughout our country
should be by banks or through clearing house associations, incorporated under a federal law.
Incorporate your voluntary clearing houses under a federal law and let them do by authority
of law what they now do by voluntary agreements. If the government will not give them
permission, we shall have to do as we have done in the past, use clearing houses ouside of
the law in steadying the situation.

I have taken up enough of your time but 1 have made observations so that when the
matter of currency legislation is under discussion you can decide whether currency shall be
issued solely by national banks and through clearing house associations incorporated under a
Federal Law, a central bank, or something else. 1 do not speak affirmatively, I speak sug-
gestively, that if it is not to be a central bank, certainly we ought not to go on as we are at
present.

Now, as a practical question, how long would it take you and me in our own localities
under the operation of the clearing house to judge the value of the assets which banks would
deposit in securing Clearing House circulation? Can you get a small number of men in
Washington to pass upon the value of bank assets which should be used in addition to
deposits of gold, to secure a circulation which should have provisions for enforced periodical
redemption?

I thank you for your attention.

Nore—If Clearing Houses had the legal right to issue currency to meet the annual crop
movement, or to prevent a panic, or meet any emergency which might arrise at such time, it
would help to equalizc rates of interest throughout the country and lessen speculative trans-
actions on the Exchanges.
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A Momentous Question:

SHALL
WE

MONETIZE

LAND VALUES?
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A PLEA FOR RATIONAL MONEY.

The Continuous Prosperity League of The
U. S. Urges the Adoption of the Holden
Currency System, Namely: The
Monetization of Land Values.

To American Electors:

Reflection justiffes the declaration that the failure of enlight-
ened nations to provide themselves with a medium for exchanging
the products of labor without loss or hindrance; that is to say:
with a public circulating medium equal to the requirements of
business; is, beyond question, the most singular fact uttendi_nx
the growth of the human understanding, or the development of
our civilization. Investigation discloses that the baneful effect
of an insufficient money upon the destiny of mankind is beyond
computation.

Throughout the civilized world money is, and ever has been,
an article of traffic, as though it were a commodity. For centur-
ies the usurer has experienced no difficulty in exacting from the
followers of useful pursuits a form of tribute, called “interest,"
for the use of an available circulating medium.

Not only do the thoughtless millions literally impoverish
themselves by paying tribute for the use of currrency, but the
currency for which they pay tribute as individuals is the identi-
cal currency they collectively create at will, and issue gratis, to
theAnanciers from whom they borrow it!

That society in the present stage of civilization continues to
pay interest for the use of an exchange medium, without protest,
is conclusive evidence of an astounding fact, namely:

That the most enlightened members of the human family,
almost without exception, are profoundly ignorant of the
true character of that important instrument of commerce
known as—MONEY.,

o

-

To justify this significant assertion is nota difficult task.
Indeed, it is justified by the fact that the industrial and profess-
ional classes not only pay “interest” for the use of a legal-tender
circulating medium, but they pay this tribute for the use of
legal-tender paper as willingly as for the use of legal-tender
apecie,

There is, therefore, no gainsaying the fact that men are rare
who perceive the absurdity of the practice of compensating the
individual for the use of an exchange medium—the folly of which
is exposed by the following reasoning:

Money is not a natural, but an artificial commodity, It is
a legal-tender symbol; a paper or metallic device, created by
government, and issued gratis against individual wealth for the
convenience of the recipient and for the benefit of society to
whom it is a necessity.

All existing money was gratuitously issued. Under our fiscal
system the money symbol is issued to the recipient gratis against
bullion values. It is issued gratis against certain bond values.
And it should, and it will be issued gratis against land values so

s00on as a majority of American electors shall intelligently demand
it.

The money symbol being a necessity in our daily business
transactions, financial difficulties among the many, and AN
UNJUST DIVISION OF PRODUCT, unavoidably follow the
failure of government to provide this essential in sufficient volume.

Query:- What is a “sufficient’’ volume of money?

The sufficiency or insufficiency of a nation's currency is evi-
denced by the presence or absence of an interest charge for its
use. A circulating medium commands “interest’ in the market
for the single reason that the gratuitous issue is less than the
amount required fPr business purposes.

That poverty among the industrious is due to an insufficient
public eurrency is proven by the fact that we pay yearly for the
use of a symbol for facilitating exchanges many millions of dollars
in excess of the annual increase in national wealth as shown by
the census,
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The interest we pay directly as borrowers is but a fraction of
what we pay indirectly as consumers—interest Lehg an ingred-
ient in the price of every article we eat and wear and use.

Thus the profits of industry now go to the interest-taker for the
use of an exchange medium—and why? Because the government's
issue of the money symbol is unwisely restricted by law to the
owners of two favored forms of wealth, namely, bullion and na-
tional bonds.

THE TRUTH IS:

We are not yet wise enough to know how to avoid the exac-
tions of the usurer. With the acquisition of this knowledge,
poverty among the industrious will disappear. We area nation
of perpetual tribute-payers, because—

We assume and believe that interest for the use of money is le-
agitimate compensation for the use of capital!

This is an unwaranted assumption. A fatal error.

MONEY IS NOT CAPITAL. It is a symbol — the legalized
equivalent of capital; a fine but vital distinetion; a vital distinction
because: if money is capital, then interest is justifiable, for capi-
tal is the product of labor. On the other hand, if money is but
an invention for paying debts, which also serves as a circulation
or exchange medium for that reason—because it will pay debts—
then interest is tribute, because money is a creation of law—made
plentiful or scarce at the pleasure of the government—a conven-
jence which commands ‘‘interest” in the market because of its
inaccessibility and insufficiency.

WHAT WE NEED TO KNOW IS:

That full legal-tender paper is real money. We need to
understand that wealth (any product of labor) may be monetized
by the certificate process as effectually as gold is monetized by
the coinage process. We need to perceive that a man's land may
be utilized for currency purposes as well as his gold, his silver, or
his bonds. We need to realize that there need be no dearth of
money where there is no dearth of wealth—because money is
monetized wealth.

.
Al

While the proposition to monetize land values is novel, it does
not violate The principle of our present currency system. 1t
merely extends the monetizing privilege to a form of wealth
which, heretofore, has been denied the right, but which, because
of its sufficiency, is better adapted to serve as a basis for the issue
of legal-tender paper than either bullion or U. S. bonds which
now exclusively enjoy the monetizing privilege. It is but a
further realization of certain enduring economic truths, to-wit;-

1. Money is an authorized symbol of property value—nothing
more.

2. A nation’s money supply should equal the needs of
business.

3. To “'coin.” to “issue’” and to ‘‘regulate’ the issue of leal-
tender currency is a sovereign power.

Therefore, it is the paramount duty of Congress to provide a
sufliciency of legal-tender currency which, under proper regula-
tions, shall be as accessible to the users of money as it now is to
the lenders of money.

While a charge for the use of property is justifiable, there is
no justice in requiring the owners of property to pay the individ-
ual for the temporary use of its symbol--a symbol essential to
commerce: an indispensable device created by society without
cost,

The monetization of land values by the certificate process is a
just, safe, and feasible way to provide a sufficient national eur-
rency.

It is @ method of isswing money which will gradually and
without disturbance eliminate the interest factor from commerce.

It will make 50 per cent of the nation’s wealth available for
currency purposes instead of 3 per cent as provided by our
present poliey, and thus free labor from the impoverishing exac-
tions of the usurer.

It is not class legislation because the act—by providing an
adequate volume—will reduce the cost of currency to all citizens
alike.

The monetization of land values will not disturb prices be-
cause the increase in the currency will not augment the actual
circulation which now consists of money and various credit
devices. 1t will simply substitute national currency for the ex-
pensive bank-credit expedient which comprises four-fifths of our
Jpresent circulating medium, It will improve our facilities for
obtaining legal-tender in exchange for security without injury to
anyone,
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Full legal-tender currency being at all times readily convert-
ible into the various formsof wealth, it is evident than such a
currency—a convertible currency—need be redeemed in no other
manner than a nation redeems its coin, by honoring it; by receiv-
ing it in payment of debts, taxes, wages, ete.

The monetization of land values —by providing an adequate
volume of money—will check, if it will not altogether reverse, the
present tendency to abandon land culture for the employments
and diversions of the city. It will add new dignity and honor to
agricultural pursuits; stimulate, encourage and develop new
enterprises; greatly reduce our rapidly increasing dependent
class; render all forms of industry more profitable, permanent,
and attractive; restore purchasing-power to the many; and con-
stitute a perpetual guaranty of the stability and permanence of
our free institutions.

Finally, the monetization of land values will rid us of an
interest-yielding bank-credit circulation; of a profit-bearing ex-
change medium; the stealthy despoiler of industry—the handi-
cap of enterprise—the progenitor of debt—the unrecognized cause
of poverty.

Mature reflection justifies the conclugion that the act will

rid the world of USURY—"the thrall of civilization that keeps
nine of every ten men poor.”

Realizing the blighting effect upon our fortunes of an
interest bearing exchange medium,we earnestly urge Congress to
80 amend our monetizing law as to make national currency as ac-
cessible to the owner of productive real estate as it now is to the
owner of national bonds,

When we shall have thus provided ourselves with a legal-
tender currency equal to our needs, we will have avoided the
demands of the usurer, and justified Jefferson’s confidence in
man’s capacity for self-government.

THE CONTINUOUS PROSPERITY LEAGUE OF THE U. S,
CHAs. M. BICE, Pres’t.

ALBERT TALMON MORGAN, Sec'y,
Denver, Colo. January 1907.

“THE DISTURBING FACTOR IN HUMAN
AFFAIRS”

is the suggestive title of a 25¢ pamphlet of which an Ameriean
economist, James D. Holden, of Denver, is the author.

The modern student of money will take up this book with
some misgivings, at first, suspecting that he is being inveigled
into “the latest populistic screed” about money. As he reads on,
however, he will find that Mr. Holden is not “a fiat money mono-
maniac;” that he is not only an original writer, but, also, that
his arguments for a radical change in our monetary system are
conclusive on two points at least, viz: That men are rare who can
afford to be without a knowledge of what it really is that consti-
tutes the disturbing factor in human affairs; also that in an orig-
inal and conclusive argument he demonstrates with invincible
logic that the cause of poverty among an industrious producing
people is the ignorance of mankind generally of money—its origin,
function, and utility as the commanding factor in our complex
civilization,

But Mr. Holden does not stop here. On the contrary he pro-
ceeds with an inexorable pertinacity to lay bare the fact that ig-
norance is alone responsible for any lack of a cireulating medium
equal to the demands of business, and that this ignorance is as
common among the rich as among the poor.

Unlike all other writers upon this fascinating subject, Mr.
Holden proposes a remedy that he is able to defend, and does
defend with the same convineing power, and demonstrates con-
clusively that the adoption of his remedy will enable us to get rid
of interest for the use of money, and thus rid ourselves of that
which keeps nine of every ten men poor,
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READER!

If you favor the proposal to monetize land values—notify
your congressman of the fact. Send him this leaflet. He is the
custodian of your political power. Hedraws a salary for serving
you. Do not wait for him to anticipate your wishes. Tell him
what you want,

If you are in doubt as to the wisdom of the proposal, secure a

copy of the Holden argument. Study it. Inform yourself as

to the merit and possibilities of this simple remedy for poverty.

You cannot afford to neglect this duty. The argument will en-

lighten you. It is a revelation. It anticipates and answers your

every objection. Its teachings favor your interests. Relief is

| possible through individual action along the lines suggested.
It will come in no other way. -

The result you crave will follow the dissemination of this
wholesome idea!

Help disseminate it! Do your part! It will bring results!

If you can afford it, reprint this document and distribute it
far and near among your relatives and friends! Do it now! It
will PAY! It is the way out!

The millions are poor because ignorant of the nature of
money!
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CURRENCY REFORM :

A CENTRAL BANK.

BY ROBERT EMMETT IRETON.

Associate Editor, Tne WarLL STREeT SuMMARrY, New York,

BANKERS, business men, and legislators

all agree that our bond-secured cur-
rency system is defective, unscientific, and in-
elastic, yet they are unable to unite on a sub-
stitute possessing the simple, primary essen-
tials of safety and elasticity. That we are
committed to-day to a currency system which
owes its inception to the necessity of finding
a market for Government bonds many years
ago, is due principally to the apparently ir-
reconcilable conflict in banking opinion. This
Congress has been quick to use as a foil to
defeat almost every request for remedial leg-
islation. It is a patent fact that bankers are
not in accord on this issue and that their
views are strangely divergent. Indeed, in
many cases, they are confused and elemen-
tary, and not a few bankers admit their in-
ability to discuss the issue at all.

JOINT CURRENCY COMMISSION,

This tends to explain the fact that, prac-
tically, the first concrete effort of our bank-
ers to amend our currency system dates only
from 1906, when a currency commission, con-
sisting of appointees of the American Bank-
ers’ Association and ef the New York Cham-
ber of Commerce, met in Washington and
formulated a plan for presentation to Con-
gress in December of that year. The meas-
ure failed to pass, but the incident marks the
beginning of unity and concurrence on this
issue among our financiers. At that, the plan
adopted did not represent the views of every
banker in this country, nor does it to-day ;
but it carried with it the prestige of the only
representative organization of the nation’s
bankers, and as such compelled the attention
of Congress. That body, with characteristic
resiliency, passed the Aldrich “ relief” bill
and shelved the emergency currency plan of
the commission.

BEST-KNOWN RELIEF PLANS.

Other suggestions for monetary reform of
recent date are those of the New York
Chamber of Commerce, former Secretary of
the Treasury Leslie M. Shaw, United States
Treasurer Charles H. Treat, and Represent-
ative Charles N. Fowler. The Chamber of
Commerce favors a central bank, and, as an
alternative, a plan for asset currency. The
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Fowler and American Bankers’ plans advo-
cate emergency c¢redit currency. The Treat
plan, a bond-secured emergency note sys-
tem, and the Shaw proposal emergency cir-
culation. These are the best-known and
most widely-advocated measures, and briefly
epitomized are:

American Bankers’ Plan: Providing for an
“emergency " credit currency by permitting any
national bank, actually engaged for one year,
and with a surplus of 20 per cent. of its capital,
to issue additional notes without security equal
to 40 per cent. of its bond-secured circulation,
subject to a tax of 2J4 per cent. per annum on
the average amount outstanding; and a further
amount, equal to 1214 per cent. of its capital,
subject to a tax of 5 per cent., etc.

Central Bank: Providing for a central bank
of issue, with capital of not less than $50,000,000,
to carry a large reserve of gold, and act as
custodian of the Government’s metallic reserves,
as its agent in redeeming all kinds of money, as
its receiving and distributing agent, doing at its
branches the work now done at the Sub-Treas-
uries, and to deal exclusively with banks. The
plan provides for stock ownership of this bank
m part by other banks and in part by the Gov-
ernment, but vests its management exclusively
in the Government.

Chamber of Commerce: Providing for the is-
suance of additional notes equal to 35 per cent.
of its capital by any national bank whose bond-
secured circulation equals 50 per cent. of its
capital stock, subject to a graduated tax of from
2 per cent, to 6 per cent, according to the
amount of additional notes taken out.

Treat: Providing for a bond-secured emer-
gency note system, in contradistinction to a
credit currency system. Under this plan na-
tional banks would be empowered to issue 50
per cent. of their circulating notes on security
other than Government bonds, and the same
would be retired in four, six, and eight months
from September 1 of each year.,

Fowler: Providing for a credit-currency sys-
tem through permitting national banks to con-
vert bank-book credits, or deposits subject to
check, into bank-note credits, or credit currency.,

Shaw: Providing for “emergency” circula-
tion by national banks up to 50 per cent. of their
capital without a deposit to secure its redemp-
tion, but subject to a tax of 5 per cent.

CRISIS INTENSIFIES REMEDIAL DEMAND.

Since the fall of 1906 the question of cur-
rency reform has been the leading subject
for discussion in bankers’ conventions. In
the majority of cases when prominent finan-
ciers delivered public addresses throughout
the country the same issue was selected.
Magazines and newspapers in the same period
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have given generous space to this vitally im-
portant issue, and even some Senators and
Representatives had been heard to concur in
the general demand for currency remedial
legislation. All this, however, is as noth-
ing compared to the effect of last Novem-
ber's distressing.experiences. Bad banking
and a defective currency system were largely
responsible for our crisis, if not its precipitat-
ing causes; hence, to-day, from every section
of this country the demand is universal for
legislation that will reduce to a minimum
the dangers of the prevailing system and give
us instead an elastic and liquid currency.
President Roosevelt has urged upon Con-
gress its duty in this respect, and has assured
us that we may expect a permanent and sub-
stantial measure of relief,

So we find the people and the press prac-
tically a unit on the question of currency
amendment, but not certain, by any means,
of the form of the appropriate remedy.
Bankers profess to be equally perplexed, and
it is entirely probable that Congressional re-
lief, following the line of least resistance,
will come in the shape of another compromise
and satisfy none. Of the plans outlined, the
American Bankers’, Fowler, and Chamber of
Commerce recommendations seek to preserve
our present bond-secured bank notes, and
would extend circulation through the me-
dium of bank-credit currency in order to
provide the needed elasticity. Collateral
security for such note issues is not required
under any of these plans, but taxation is re-
lied on to force their retirement when not
longer needed, and in case of a failure of a
national bank such note issues would be re-
deemed by the United States Treasury,
which would recoup itself, in turn, from the
redemption fund created by the tax im-
posed on such circulation, and from the assets
of the failed bank. The Shaw proposal
favors emergency circulation unsecured but
heavily taxed, and the Treat plan (an
adaptation of an idea of former Secretary of
the Treasury Chase) opposes credit or emer-
gency currency, and would establish a bond-
secured emergency note system. The ultra-
conservatives favor the Treat suggestion.

Diametrically opposite to all of these is
that of the centra! bank. Tentatively offered
by the Chamber of Commerce, in the fall of
1906, as a probable remedy for our currency
dilemma, it received but passing notice. In-
deed, its own advocates had an alternative,
aforementioned, at hand when they proposed
it. Nevertheless, the increasing discussion of

THE AMERICAN REVIEW OF REVIEWS.

our financial problem brought it to the atten-
tion of the public, particularly in the last
three months, and many prominent bankers
and certain of our most influential news-
papers unhesitatingly endorse it. Perhaps
some idea of its strength may be gathered
from the following demonstration.

RESULTS OF A CURRENCY POLL.

Within one month, the writer personally
conducted a currency poll of the presidents
and cashiers of leading banks throughout the
country, for a leading financial newspaper.
New York City was not included. A ballot
was prepared containing an outline of the
plans aforementioned and mailed to several
hundred bankers, with the request that they
indicate their preference, assign their rea-
sons and return to sender. The results were
most surprising and unexpected. Replies
were received from almost 400 voters in
thirty-three States. The Central Bank of
Issue plan led the poll, receiving 33 per cent.
of all the votes cast, and the plan of the
American Bankers was second, having been
tavored by 29 per cent. of those balloting.
The Shaw, Treat, Chamber of Commerce,
and Fowler plans followed in the order
named, and, combined, did not equal the
vote of either of the dominant recommenda-
tions. In addition, it is worthy of mention
that fourteen voters rejected all plans and
sixteen submitted original solutions for this
perplexing issue.

The voters were representative men, and
the vote as a whole may be assumed to be a
fair reflex of banking opinion on currency
reform. It was unquestionably the only vote
ever taken on all the current plans outlined,
and probably the heaviest ever recorded in
favor of a currency measure, It is asseverated
by those present and participating, that the
resolutions on currency reform passed in the
Atlantic City convention of the American
Bankers’ Association last year were put to a
vote when there were not more than 100
delegates present and voting. The poll re-
ferred to quadrupled that result: and it can
be claimed, moreover, that never in a con-
vention was the same opportunity for de-
liberation and individual expression of opin-
ion given a banker as in the privacy of his
office when considering the newspaper ballot
aforesaid. From the results of this poll two
factg are clear: The marvelous spread of
sentiment in favor of the central bank and
consequent recession of the American Bank-
ers’ plan, and the deeply rooted divergence
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of opinion among bankers. The fact that
fourteen should reject all six plans, and like-
wise that sixteen should submit new plans
shows the confusion and uncertainty, not to
say empiricism, prevalent in the ranks of our
financial fraternity.

CENTRAL BANK'S ADVANTAGES.

Emergency currency based solely on a high
interest rate is undesirable, and, at best, a
palliative. What we want is an issuance of
properly protected bank-credit notes to insure
elasticity ; rediscounting facilities; control of
the discount rate; and the prevention of soar-
ing interest rates. I'hese, and more, a cen-
tral bank will furnish. Such an institution
would deal exclusively with banks, receive
and disburse Government moneys, act as
Government agents in reducing paper money,
issue currency, and rediscount for banks. It
would serve as a buttress for the national
banks and as a sanctuary in times of panic.
It would prevent the hoarding of Govern-
ment money in the T'reasury vaults by act-
ing as its custodian, and it would terminate
the periodic appeals of the money market to
the Treasury for relief. By dividing its
stock among the national banks of the coun-
try in proportion to their capital its relation
to each would be uniform, and through the
constant changing of its paper its assets
would be available always and its assistance
to businéss constant. Moreover, it would
eliminate the Sub-Treasury system, and pre-
vent inflation and contraction, liable to fol-
low the Government's disbursements and
collections, by keeping the nation’s money at
the disposal of trade and commerce.

We have no banking system to-day. FEach
bank is an independent unit, playing a ‘' lone
hand ” in the game of finance, and with
never a thought of its relation to the system
as a whole. This may lead to disaster.
When banks realize that suspicion is lurking
in the public mind, they become suspicious
of one another and hurriedly attempt to
amass reserves. T'his was the case last No-
vember and led to gigantic hoarding by the
banks, to the utter paralysis and confusion
of business and banking. Under a central
bank this would not happen, for the latter,
possessing the right to issue credit bank
notes, could regulate its issuance automatic-
ally and precisely through its relations with
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all the other banks, thus meeting every de-
mand, extraordinary and otherwise.

CLEARING-HOUSE CERTIFICATES INADE-
QUATE.

Clearing-house certificates are our only
recourse under present conditions, but how-
ever serviceable to banks, as a means of dg-
fense in a currency famine, they lead to
chaos in business. Domestic exchange is
halted. Collections and remittances cease.
Business men’ can neither make remittances
nor avail themselves of their bank accounts,
and are forced to suspend through no fault
of their own, but through the total insufhi-
ciency of our financial machinery, which
proves inadequate to the strain to which it
is subjected. What is the inevitable result?
Depression, blighting and lingering, which
must continue to visit us so long as the
Government takes no step to prevent panics,
but leaves to the bankers themselves the task
of devising ways and means to arrest them
as often as they occur. Were a central bank
established the case would be different. Bank-
credit notes of such an institution, responsive
to the demands of business, expanding and
contracting readily, would replace the cer-
tificates aforementioned, insuring steadiness
and safety to the merchant, the depositor,
and the banker alike.

Every country in Europe has a central
bank, and the Bank of England, Bank of
France, and Imperial Bank of Germany, or
Reichsbank, are pertinent illustrations of
worth and service. Japan copied our system
thirty-five years ago, but later discarded it
for the central bank. We alone among
highly civilized peoples have no such insti-
tution, and to profound political prejudice,
that is absolutely without foundation, must
responsibility therefor be ascribed. It is a
melancholy commentary on our character
and an admission of our inefficiency, that we
are unable to adopt for our financial ends a
method so helpful to other countries. A bill
for a central bank is now before Congress,
having been introduced in the Senate by
Senator Hansbrough, and this may force the
issue.  Certain it is,—as shown by the
currency poll above referred to,—the tra-
ditional prejudice of the Jacksonian era
against a central bank is disappearing with
the years.
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BANKERS
finopeston, Jllinnis

OBJECTIONS TO THE ALDRICH BILL

MY DEAR SIR:—
I wish to call your attention to a few of the glaring defects in the ‘‘Senate,”’ or
“‘Aldrich Bill’’ that is now proposed as a panacea for panics.

FIrsT—It will discredit any National Bank putting out such notes or even paying them out over
their counters.

SECOND-—-This bill will not expand and keep pace with the growth and development of the
country.

THIRD—It would give us at this time only $139,070,413.14 additional or emergency circulation in-
stead of $250,000,000.00, as its authors announce, tying up an additional reserve with the 6,000
National Banks that can never issue these notes to the amount of $110,929,586.86, depriving them and
their customers of credits amounting to $554,647,934.30 and as the business and commercial wealth
of the country increases the amount of emergency circulation benefits will decrease.

FourTH—The time such notes shall be issued and the amount of issue is too great a responsi-
bility to be placed on any one man.

FirTH —The securities to be taken at 75 per cent. of their market value as a basis for circulation,
and in case a bank should fail and the government not realize 75 per cent. of the value of the secur-
ities, which being a certain class of designated securities bearing a higher rate of interest would
command a greater premium and be subject to a greater shrinkage in value during a panic. The
deficit would be a first lien upon the assets of the bank to the detriment of its creditors.

SIXTH—Under this bill a bank with a capital of $10,000,000.00, and a surplus of $10,000,000.00, may
be permitted to issue $20,000,000.00 of Aldrich notes and $10,000,000.00 of bond secured notes by de-
positing the amount of its capital in United States Bonds at a premium of 4 per cent. or $400,000.00
and $26,666,666.60 of other securities or $27,066,666.66 taken from the the assets of the bank. Would
this inspire public confidence in the bank issuing the 6 per cent. Aldrich notes which under the most
favorable circumstances cannot be issued at a less cost than 8 per cent?

SEVENTH—Under Section 4 of this bill the tax received by the United States Treasury on the
Aldrich notes i$ rot to be used as a guarantee fund to redeem these notes, as many are led to believe,
but is for the redemption of United States and other notes.

E1GHTH— Under Section 9 of this bill it may be so construed that bond secured notes may be re-
tired before the other notes if for any reason the Comptroller of Currency or Secretary of the
Treasury might deem it advisable. This should not be permitted.

. NINTH—There is danger of inflation through carelessness of redemption of the Aldrich notes by
the payment int6 the treasury of lawful money by the banks wishing to retire these notes and this
money deposited with some depository bank pending the return of these notes. Such money should
be kept in the United states Treasury.

TENTH—The country banks have been criticised for hoarding cash and yet under Section 8 of
this bill they are required to increase their legal reserve on hand from two-fifths to two-thirds of
of 15 per cent of their deposits, thus locking $110,929,586.86 additional money.

ELEVENTH—The security for the Aldrich notes is United States bonds and certificates, railroad
bonds (not street railway) paying 4 per cent. on entire capital for five years past, City or County
bonds of communities 15 years in existence that have not defaulted for ten years in the payment of
principal or interest, with a population of 20,000 as per last census.

Banks cannot be expected to carry U. S. bonds, if this measure becomes a law, as they will not
do it now. Had they done so we would have more circulation than this bill provides for.

I have no means of knowing, but dare say that there are not a half dozen railroads in the U. S.
whose bonds could be accepted under this measure.

Federal Reserve Bank of St. Louis -
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There are but 232 cities in the United States with a population, according to the last census, of
20,000 inhabitants or over, and how many of that may have defaulted in payment of either principal
or interest during the past ten years we have no means of knowing. Under this measure there are
13 states and territories that do not have a city of 20,000 in them, and the following is the number
of such cities in each state:

Alnbama ........c.v00 e 3 Kentueky ................. 5 North Caroling ............ 2
Arkansas.................. 1 Louisiana. . ................ 1 SO oy oy g e s R s 15
California ................. 53 Maine.... ................ 3 EPBEION, & .o coos rve sos nos Hibos @ 1
T T Y ) 3 Maryland.................. 1 Pennsylvania.............. 20
Connecticut. .............. 7 Massachusetts............. 28 Rhode Island.............. 4
Delaware.................. 1 Michigan.................. 9 South Carolina............. 2
Dist. Columbia............. ; § Minnesota. ................ 4 Tennessee........c.cooveun. 4
Florida.................... 1 Missouri............c.oou.n. 5 R, o 18 bt 30 Bl s 7
Georgia ..........covnnvunn 4 Montana .................. 1 0 R RSP VRl sRw L5 1
TEEINORI v oo i im v s 12 New Hampshire ........... 3 NIBEIRIR. ..o 000 vies cons b0i0 srai 6
Indiana ................... 8 Nebraska.................. 3 Washington ............... 3
RONR Y oL N e B D 10 New Jersey ............... 15 West Virginia............. 1
Kansas............oovvennn 4 New York................. 20 Wisconsin. .............. .o 8

232

After carefully considering this how many members of congress are there who have not a city
in their district that could furnish such bonds, and why this diserimination against the smaller cities?
Why is this measure so drawn that only a limited few railroad securities are acceptable, and why are
the securities confined to such a limited list?

The securities required are such as are not carried by scarcely a bank of the country class, or
those required to carry a 15 per cent. reserve, and if this bill should become a law, instead of
being of any benefit t» them it would be a positive detriment as compared with the present
law, and instead of preventing a panic, when its provisions are understood, it would more likely
cause one, and leave the country banks entirely at the mercy of their customers with an additional
handicap in the way of a reserve and a surer chance for federal imprisonment for violation of the
National Banking Act.

If the members of congress have the interest of their constituents at heart, and their future, they
will vote NO on this measure, as its passage would be worse than no legislation.

Yours truly,
JOHN L. HAMILTON.




THE NATIONAL CITIZENS' LEAGUE
For the Promotion of a

Sound Banking System.

TO'THE EDITOR: 1

The accompannying news matter is sent you for publication not

earlier than Monday, October 16. |
THE NATIONAL CITIZENS' LEAGUE.

Straus Says People
Must Reform Banks

New York Merchant Believes Con-

gress, Not Bankers, Should
Do Work.

TAKES ISSUE WITH J. J. HILL.

NATIONAL RESERVE ASSOCIA-
| TION, HE SAYS, MUST BE
KEPT OUT OF HANDS
OF POLITICIANS
AND WALL
STREET.

New York, Oct. 15—"Mr. Hill of the
Great Northern Railway admits that we
have a panic-breeding banking system, but
he asserts that the Congress of the United
States has not the intelligence to work out
the reform that the business men of the
country are demanding. This, it seems to
me, is an astounding statement. I believe
the great majority of the people of this
country are ready to leave this vitally im-
portant, non-partisan work of reform with
Congress, confident that it will be per-
formed for the good of all the people.”

Isidor Straus, the big New York mer-
chant, treasurer of the New York State
branch of the National Citizens’ League,
thus answered James J. Hill's Springfield,
Ill., speech:

“A sound banking and currency system
is one of the foundations of national pros-
perity,” continued Mr. Straus. “Mr. Hill
says we have an unsound system. But he
thinks it should be made sound by the
bankers, and not by the people through
their Representatives in Congress. If we
wait for the bankers to give us a modern
banking and currency system, we will have
another panic as disastrous as that of four
years ago this month.

“The millions of men who work in the
productive industries of this country,

\ whether as merchants, manufacturers,
farmers or wage-earners—the men who
have suffered from our panic-breeding
banking system—are going to demand that
this reform be effected by them and in
their interest, rather than by the bankers,
as Mr. Hill would have it.

“It is a problem that touches too closely
the welfare of every citizen to be left to
a few thousand bankers for settlement.
The fight for sound money was fought and
won by the people; so must be the fight
for sound credit. And I believe the bank-
ers of the country are ready to take counsel
with business men.”

Mr. Straus said he was glad to see a
man of Mr. Hill's great business ability
criticize the proposed plans for a co-opera-
tive banking association. Only by a frank
discussion, he said, could the reform be
effected for the best interests of the coun-
try. He agreed with some of Mr. Hill's
eriticisms.

“Mr. Hill says a National Reserve Asso-

ciation would be a fine thing for the coun-
dew 3 3 pnetd ha Lant free from politics
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as Mr. Hill would have it.

“It is a problem that touches too closely
the welfare of every citizen to be left to
a few thousand bankers for settlement.
The fight for sound money was fought and
won by the people; so must be the fight
for sound credit. And I believe the bank-
ers of the country are ready to take counsel
with business men.”

Mr. Straus said he was glad to see a
man of Mr. Hill's great business ability
criticize the proposed plans for a co-opera-
tive banking association. Only by a frank
discussion, he said, could the reform be
offected for the best interests of the coun-
try. He agreed with some of Mr. Hill's
criticisms.

“Mr, Hill says a National Reserve Asso-
ciation would be a fine thing for the coun-
try if it could be kept free from politics
and ambitious financiers,” he said. “I agree
with him but I believe that we will have
little difficulty in keeping dangerous influ-

.ences out of such an association. The busi-

ness men of the country, banded together
in the National Citizens’ League, are going
to make a strenuous fight against any bank-
ing reform plan that does not eliminate
political and Wall Street control of the
credit machinery of the country. We all
know now that our present system en-

.courages ambitious politicians and finan-

ciers to seek command of the credit
machinery. If we are going to prevent the
rise of a money trust in the United States,
we must reform our banking system.”
Mr. Straus said we were far behind other
great commercial nations in banking and

-currency.

“This is now the only country in the
world where they have money panics,” he
said. “Do you know that the same condi-

‘tions in this country as existed in Germany

in the past few weeks would have caused
a panic? A war scare swept over Europe.
French capital suddenly withdrew from
Germany. The Bank of Germany rapidly

increased its loans by $240,000,000, and lost

at the same time $60,000,000 cash. It met
the emergency by increasing its note issue
by $200,000,000. In the last week of Sep-
tember the Bank’s available resources suf-
fered the enormous loss of $200,000,000.
Here, in times of peace, we have panics re-
sulting from a much less violent strain on

our banks. But Germany has had no panic

because she has a sound banking system.

“The United States ought to be the
credit center of the world. Instead, we
are years behind Europe, struggling along
with an archaic banking system.”



THE CURRENCY QUESTION,

Is the problem of a sound, honest, ever-stable currency really as
complex as *““financiers "'(! ! !) would make it appear? No, emphatic-
ally NO! When ** balance of trade* (so calle ? and other irrelevant
matters ad nausecam which would-be financiers, either ignorantly
or wickedly, inject into the discussion of the Currency Question are
climinated by the art of cancellation (wisely and honestly applied
as can be so quickly done with the inheritance problem below) plain
people will understand the highly important subject, readily and
thoroughly.

The subjoined simple suggestions present the true basis of a
sound, honest currency, a currency as nearly perfect as anything of
human devising can well be and as far superior to that which we now
have as direct sunlight is superior to the reflected light of the moon :

1st. NationalGovernments (ONLY and singly) have power to coin
money. Neither individuals nor corporations can co-operate in the
discharge of this highly important function--not even in the slightest
degree., The act of coining under the laws, makes money a legal
tender within the National domain. Such money may be received
and paid out in other countries, of course, but its acceptance in can-
cellation of debt cannot be enforced by the Government which coined
it, not even so far as one hundred feet outside of its own domain. This
has always been the case. It is not desirable to have it otherwise,

2nd. Money coined by a Government cannot be uttered (without
fraud) for any purpose whatsoever, other than in payment of obliga-
tions incurred by itself.

drd. Solong as Government finds it necessary to levy taxes it
can never justly lend money (or its credit in any form) to any indi-
vidual or private corporation whatsoever. It can, however, justly
disburse money. largely, for genuine public improvements, through-
out the realm.

4th. In practice, paper has been found thoroughly-well adapted
for use in coining money. The volume of such money, when uttered
in abundance, may find automatic (hence, perfect) adjustment in
exaot accordance with the * Currency Needs of Commerce,” through
free interchangeability at holder's option (preferably) in sums of one
thousand dollars and muitiples thereof with bonds of the Govern-
ment — such bonds bearing an equitable rate of interest, say, 3 or 4
cents per day on each $£1,000.

.Unless the volume of currency is made automatically adjustable,
as sugygested, to meet the requirements of business every day, the ad-
justment thereof cannot be suitable for a civilized ‘m.-nple. The dictums,
of any (self-appointed, or otherwise appointed) thousand or ten
thousand men of the United States regarding the volume of cur-
rency actually outstanding and the per capita currency needs of
the other 84,990,000 deserve NO consideration.

Until each one of the 84,990,000 is permitted to decide whether to
hold currency or a bond of the Government in lieu of currency at his
pleasure, currency legislation will remain inexcusably fauity and
positively unworthy of a civilized people.

HOW MUCH DID THE DISSOLUTE SON INHERIT?

A certain man had four sons and three charming
daughters. While this man was not so rich as Andrew
Carnegie, he was very wealthy. One of the sons
was dissolute and reckless. In many ways this son
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brought disgrace upon the family. Finally the father,
becoming exceedingly angry, disowned the dissolute
son. In his will the father bequeathed to his son an
amount equal (in dollars) to the product of the following
figures when duly multiplied:—16 x 7§ x ; x 1§ x
1.25 x 8 x 24 x.0625 x 100 x }{§ x § x § x.01x /4 x
.125 x 14; = The inheritance. The inheritance = ?

ABSURD?

Yes, the foregoing as a mere statement of a simple
fact is absurd—very absurd in form and detail. Itisal-
most as absurd by way of circumlocution as the twaddle
some men utter regarding the Currency Question. And
yet, a valuable hint lies underneath it which a mathe-
matical solution should bring to the surface. Children
12 to 15 years of age, who have wrestled, successfully,
with problems involving the multiplication of fractions,
can readily dispose of the absurdities by the art of can-
cellation and thus accurately determine the amount of
the bequest—after a very few moments consideration.
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In commenting on the necessity for reform
in certain matters closely related to speculation
in our issue of yesterday, we emphasized the
urgency of exacting from State and National
banks full reports of the securities in which
they invest to the end that the people might
be advised of their transactions and be fur-
nished with the same information that at pres-
ent is only open to the bank examiners in the
case of State and National banks.
out that in this State savings banks and

We pointed

fiduciary institutions were obligated to furnish
such information to the State Superintendent
of Banking, and we recommended the extension
of that rule to State and National banks, in
the interest of the institutions and their deposi-
tors as well as in the interests of the public at
large.

We believe that the extension of such a pol-
icy to the banks in question would be of the
greatest service to such institutions and would
accomplish more in regard to a restoration of
confidence and public reassurance than any of
the projected reforms that have come under
our notice. One of these aims to secure a
Governmental guarantee of National bank de-
posits, and this suggestion has been amended
to include State guarantees for deposited funds
in State banks. Obviously these proposals are
not tenable. Aside from the undesirability of
making our National and State governments
partners in our banking undertakings, the ele-
ment of paternalism involved therein is decid-
edly opposed to the spirit of our American in-
stitutions,  Indeed, as a corrective or dis-

ciplinary measure for those entrusted with a
bank’s management the guarantee proposal is
entirely inadequate.

This is the root of the matter. If a bank’s,
like an individual's, investments are sound, its
successful operation is measurably assured, If
on the other hand, its holdings are speculative
in character, and uncertamn in value, its service
to the community is greatly impaired and its
stability weakened. We know full well from
the revelations of last October in this city the
losses incurred through ill-advised investment
by certain of our banks—investment which, in
part.cular cases, was absolutely indefensible.
1f anything could emphasize the recessity for
a reform such as we are endeavoring to point
out, the experiences of the recent panic should
do so potentially. Bankers from the very na-
ture of the trust reposed in them should be
held to the strictest accountability. As a

class, they are men of scruple and honor, but
like every other line of human endeavor bank-
ing is not without its sordid side, its weaklings,
its speculators,

W hile left to themselves to deal with a bank’s
investment funds the latter invariably exercise
poor judgment, and not ‘infrequently yield to
downright temptation. So, we find in the
bank's strong box when the crash comes and
the notice of suspension is tacked on the front
door, worthless paper and wildcat securities,
where there should have been income yielding
certificates. In many cases we find the “paper”
of the bank president or securities of proper-
ties controlled by himself or his “friends.” This
is particularly true of “one-man” banks and
bank ‘“chains.” For illustration: Devlin and
Walsh in the West; Hipple in Philadelphia;
and Heinze and Morse in this city. To what
extent the conditions of our present system
may have attributed to the downfall of these
men, as well as to the institutions wrecked by
them, and the consequent financial losses to
thousands of trusting depositors, must be prob-
lematical; but, certain it is, such cupidity and
weakness would be measurably restrained
under the policy of publicity within recom-
mended.

Banks that have nothing to hide could have
no reason to oppose a regulation for the publi-
cation of their investments, and those, per-
chance, who may have cause to do so through
mismanagement, or speculation, or abuse of
trust, would be stripped bare and shown to the
public in their true light. Is it better to know
a bank’s holdings before or after a panic? To
our readers we will leave this question, and on
their answer stake the justification for our
recommendation. Publicity is the purifier of
business, the regulator of civic and political
institutions. It's the people’s reliable, never-
failing weapon and it should be given a larger
part in governing their banks.

All the banks of the country are tributaries
of Wall Street—the centre of investment.
They, or the majority of them, gather up the
idle funds throughout the country and send
them to Wall Street for investment, whence
they make their way into the channels of busi-
ness and enterprise. Between the Street and
the banks is there an indissoluble connection,
and by parity of reasoning, between the banks '
themselves, Is it not time to take some de-
cisive step toward real, toward constructive,
toward reformative reform in regard to banks?
Talk is cheap and crusades against speculation
are periodic and harmless. They are ephem-
cral,  \What we want is something lasting and
substantial. A law embodying the SummaRry's
suggestions would serve such a want and go
far to allay public distrust and suspicion. Pub-
licity is not the chief weapon of government:
it is government today.
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Chart Showing the Organization of the Reserve Association of America, Proposed by
Senator Aldrich and Submitted to the National Monetary Commission
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CHART OF THE RESERVE ASSOCIATION

the Reserve Association of America has been pre-
pared for The Financier by Henry Dimse, second

vice-president of the Greenwich Bank of New York. It
shows most graphically just how the plan would work
out in detail and will undoubtedly be of great value in
enabling the average banker to follow the current discus-
sion on the subject. The following matter is explanatory
of the chart:

1.—It is proposed to charter the Reserve Association of
America, which will be the principal fiscal agent of the
Government of the United States.

2.—The head office of the association shall be in Wash-
ington, D. C.

3.—The length of its charter shail be fifty years.

4.—The authorized capital of the reserve association shall
be approximately $300,000,000.

5.—Only National banks of the classes hereinafter pro-
vided for may subscribe to the capital stock of the reserve
association. A National bank having a minimum capital
of at least $25,000 may subscribe to an amount of capital
stock of the reserve association equal to 20 per cent. of the
stock of the subscribing National bank, and not less, and
each of such subseribing banks shall become a member
of a local association, as hereinafier provided for. Fifty
per cent. of the subscription to the capital stock of the
reserve association shall be called in cash; the balance of
the subscriptions wil! remain a liability of the stockholders,
subject to call.
" Shares of the capital stock of the reserve association will
pot be transferable, and under no circumstances may they
be owned by any corporation other than the subscribing
National bank, nor by any individual, nor may they be owned
by any National bank in any other amount than in the
proportion here provided. In the case of a National bank
increasing its capital after it once becomes a subscriber
te the stock of the reserve association, the National banlk
shall thereupon subscribe for an additional amount of the
capital stock of the reserve association equal to 20 per
cent. of the National bank's increase of capital, paying
therefor its then book value, but only one-half of this ad-
ditional subscription will be called in eash, as hereinbefore
provided. In the event of a National bank, which is a
holder of the capital stock of the reserve association de-
creasing its capital, it &hall surrender a proportionate
amount of its holdings of the capital stock of the reserve
association; or if a National bank goes into liquidation, it
shall surrender all of its holdings of the capital stock of the
reserve association. The capital of the reserve associa-
tion so surrendered shall be canceled, and the National
bank thus surrendering stock in the reserve association
shall receive in payment therefor a sum equal to the then
book value, as shown on the balance sheet of the reserve
association, of the stock zo surrendered.

T HE accompanying chart showing the organization of

6.—The board of the reserve association shall consist of
forty-five directors, and it shall be composed in the fol-
lowing manner;

First,—S8ix ex-officio members—namely, the governor of
the reserve association, who shall be chairman of the
board; two deputy governors of the reserve assoclation,
the Secretary of the Treasury, the Secretary of Commerce
and labor, and the Comptroller of the Currency,

Second.—Fifteen directors to be elected, one of the board
of directors of each branch of the reserve association. They
shall be elected .y ballot, each member of the branch
board having one vote,

Third,—Twelve directors, who shall be elected by voting
representatives, one representing the banks embraced in

each district. Each voting representative shall cast a num-
ber of votes equal to the number of shares in the reserve
association held by all the banks in the district which he
represents,

Fourth.—The board as thus constituted shall select twelve
additional members, who shall fairly represent the indus-
trial, commercial, agricultural, and other interests of the
country, and who shall not be officers of banks. Directors
of banks shall not be considered as officers.

7.—At the first meeting of the board all the members
of the board, except the ex-officio members, shall be clas-
sified into three classes, and the terms of office of these
three classes shall be, respectively, one, two, and three
vears. Thereafter members of the board shall be elected
for a term of three years.

8.—The directors of the reserve association shall annu-
ally elect an executive committee and such other commit-
tees as the by-laws of the reserve association may pro-
vide. The executive committee shall consist of nine mem-
bers, of which the governor of the reserve association
shall be ex-officio chairman and the two deputies and the
Comptroller of the Currency ex officio members.

The executive committee shall have all the authority
which is vested in the board of directors, except such as
may be specifically delegated by the board to other com-
mittees or to the executive officers,

9.—There shall be a board of supervision, elected by
the board of directors from among its number, of which
the Secretary of the Treasury shall be ex-officio chairman.

10—The executive officers of the reserve associafion
shall consist of a governor, two deputy governors, a sec-
retary, and such subordinate officers as may be provided
by the by-laws. The governor and deputy governors shall
be selected by the President of the United States from a
list submitted by the board of directors.

In the absence of the governor or his inability to act,
the deputy who is senior in point of service shall act as
governor,

11.—The governor shall be subject to removal by the
President of the United States for cause. The term of of-
fice of the deputies shall be seven years, but the two depu-
ties first appointed shall be for terms of four years and
seéven yvears, respectively,

13.—AIll subscribing banks shall be formed into associa-
tions of National banks, to be designated as local associa-
tions, Ivery local association shall be composed of not
less than ten banks, and the combined capital and surplus
of the members of each local association shall aggregate
not less than $5,000,000,

The territory included in the local associations shall be
80 apportioned that every National bank will be located
within the boundaries of some local association. Every
subscribing National bank shall become a member of the
local association of the territory in which it is situated.

13 A—The number of the directors may be determined
by the bylaws of the local associations. Three-fifths of
that number shall be elected by ballot cast by the repre-
sentatives of the banks that are members of the local as-
sociation, each bank having one representative, and each
representative one vote, without reference to the size of
the bank. Twofifths of the whole number of directors of
the local association shall be elected by these same repre-
sentatives of the several banks that are members of the
association, but in voting for these additional directors
each representative shall be entitled to as many votes as
the bank which he represents holds shares in the reserve
association. At such elections there shall be no proxies.
The authorized representatives,of a bank, as herein pro-
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vided, must be either the president, vice-president, or
cashier of the bank he represents.

13 B.—Each local association shall elect annually a
board of directors.

14.—The country shall be divided into fifteen districts.

All the local associations shall be grouped into fifteen
divisions, to be called districts.

156.—A branch of the reserve association shall be located
in each district.

15 A.—Each of the fifteen branches of the reserve asso-
ciation shall have a board of directors, and these directors

shall be elected in the following manner:

The board of directors of each local association shall
elect by ballot one member of the board of directors of
the branch of the reserve association. In this manner
there will thus be elected as many directors of the branch
of the regerve association as there may be local asso-
ciations in the district in which that branch of the reserve
association is located. In addition to that number there
shall be elected a number of directors equal to two-thirds
of the number of local associations in the district where
the branch is located. Such additional directors shall be
elected in the following manner:

There shall be chosen by the banks composing each
local association a voting representative or proxy holder.
In choosing such voting representative each bank shall
be entitled to as many votes as it holds shares in the
reserve association. The voting representatives of the
several local associations which form a district shall then
meet at the office of the branch and eleet an additional
number of directors of the branch equal to two-thirds of
the number elected directly by the local associationg; that
is, equal to two-thirds of the number of local associations
composing the district. Each voting representative at such
election shall have a number of votes equal to the numbar
of shares in the reserve association held by all the banks
composing the local association which he represents.

The first business of the board of the branch as thus
constituted shall be to add to its numbers by the election
of an additional number of directors equal to one-third
the number of local associations situated in the distriet.
Such additional directors shall fairly represent the in-
dustrial, commercial, agricultural, and other interests of
the district and shall not be officers of banks. Directors
of banks shall not be considered as officers.

The manager of the branch shall be ex-officio a member

of the board of directors of the branch and shall be chair-
man of the board.

The board of directors of a branch of the reserve asso-
ciation will thus be composed of:

First. A group of directors equal in number to the num-
ber of local associations composing the district, and this
group shall be elected by the directors of the local asso-
ciation, each director having one vote.

Secoud. A group of directors equal to two-thirds of the
foregoing group and elected by stock representation.

Third. A group of directors equal in number to one-third
of the first group, representing the industrial, commercial,
agricultural, and other interests of the district, and elected
by the votes of the first two groups, each director thus
voting having one vote,

Fourth., The manager of the branch shall be ex-officio
a member of the board of directors of the branch and
shall be chairman of the bhoard.

15 B —All the members of the board of directors of the
branch, except the ex-officio member, shall at the first
meeting of the board be classified into three classes, and
the terms of office of these three classes shall be, respec-
tively, one, two, and three years. Thereafter members
of the board shall be elected for a term of three years.

16.—Each branch shall have a manager and a deputy
manager. They shall be appointed by the as<ociation, with
the approval of the executive committee.

16. A—The powers and duties of the manager and deputy
manager and of the various committees of the branches
shall be prescribed by the by-laws of the reserve associa-
tion.

17.—The earnings of the reserve association shall be dis-
tributed in the following manner:

After the payment of all expenses and taxes the stock-
holders shall receive 4 per cent. Further earnings shall
be divided, one-half to go to the surplus of the reserve as-
sociation until that surplus shall amount to 20 per cent.
of the paid-in capital; one-fourth to go to the Government
of the United States, and one-fourth to the stockholders;
but when the stockholders’ dividends shall reach 5 per
cent. they shall receive no additional distribution. After
the stockholders receive 6 per cent. the earnings shall be
divided, one-half to be added to the surplus of the reserve
association and one-half to go to the Government. After
the stockholders receive 5 per cent. per annum and the
surplue of the reserve association amounts to 20 per cent.
of the paid-in capital, all excess earnings shall go to the
Government. The minimum dividends to the stockholders
shall be cumulative.




'*“) poifey on my*lite in substance as follows, viz.:
. - “About a year ago you and I were in corre-
spondence about the depreciation in the pur-
chasing power of our money because of the in-
lation of cur currency. You wrote me at that
"= lime that you could not see it as I did. I wrote
o \‘-' you to watch and think, which if you have done
“‘2 you now see it as I do. One-third of the pur-
., chasing power of that big wa‘d of ‘good gilt-
edge bonds' you have that belongs to the poor
widows and orphans has been lost during the
last 13 years by reason of the inflation of our
cumrrency. Why don’t you insurance men confer
together and stop the further debasement by
expansion of our currency? Are you a lot of
blind bats, or don’t you care a copper, just so
long as you can wear fine linen and fare sumpt-
nousiy every day?" Although I am still flying
the “Rebel” flag, I am now in open rebellion
only against the further debasement by expan-
sion of our currency. I know that the war end-
ed nearly 50 years ago, and that about every
one who had anything to do with it is dead and
all the rest of us will be dead soon. On May
9, 1364, when 1 was only 15 years, 2 months,
I8 days old, I voluntarily enlisted into the
Confederate army, and I am proud of it. |
thought then I was right and know now 1 was
right then, but T am satisfied with the result
it those few meddlesome ones of the Yankees
will only let us “requiescat in pace” and let us
manage our own home affairs, to suit ourselyes,
Very respectfully,
A. C. LAKE,
28 North Front St,,

Memphis, Tenn.
Veterans Reunion :

June 8-0-10-1909
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Reform the Pa
read carefully I think you will find interesting,

SUPPLEMENT TO

CURRENCY REFORM

THE PARAMOUNT
ISSUE.

THE REMEDY.

Memphis, Tenn., March 12th, 1910.

s of my pambhlets, “Currency
ramount Issue,” which if vou

perhaps instructive. After reading I would like
You to write me any facts that may come into
vour mind that can help me in writing my later
amplifiel edition of this article.

With an expanding currency the automobhile
classes are jubilant, being profited at the ex-
pense of the s.reet car masses, “on‘o whose
brows the ecrown of thorns it tightly pressed
down™ by rising prices. I am no Socialist. It
is to the interest of every nation to have a
smaller per capita of money than any other na-
lion. Let the gold miners quit their harmful
occupation of digging gold and go back to the
farms and raise foodstuffs, which is something
worth while. Gold intrinsically is not worth
s0 much as iron. Its free coinage into money
is what makes gold valuable, Redundant cur-
rency is the sole true tap root cause of high
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prices. The high protective tariff and all other
causes are only the natural outgrowths there-
from. That high prices are in every way un-
desirable is clearly shown in my pamphlet of
2N pages (single copies 10 cents),

The remedy for high prices is to stop water-
ing our currency with national bank bills and
free coined gold money. Our mints ought to
take as (oll at least one-half of all the gold or
gold and silver brought to them for coinage
into money. The seigniorage should be used,
First: In paying off the government bonds, by
means of which the national banks water our
currency with their bank notes. Secondly: In
paying off the about $346,681,016 of outstanding
legal tender greenback flat money. Thirdly:
In creating a gold reserve emergency currency,
such as the Bank of France, Bank of England
and, 1 think, Bank of Germany, have. In ‘his
way we might in time become again, as in 1835,
a nation without debt and have ecash gold
money in bank. A consummation greatly to
be desired. I am met with the objection that
other nations will continue to free coin gold.
This reminds me of the old hackneyed catch-
word, “Prohibition won't Prohibit.” ILet other
nations continue to free coin gold if they have
no better sense. They cannot thereby put us
into any worse fix than we are already in, and
they may ruin themselves. [ believe when we
stop free coining gold all the rest of the worll
will voluntarily do likewise. There will not
have to be any international agreement. They
will fall all over themselves tryving to see who
can stop first. 1 have seen it stated that the
gold money in existence at the time of Napu
leon 1 was only $500,000,000. 1f this is true
the $15,000,000 we paid him for the Louisiana
purchase was not such a bagatelle after all.
It was perhaps as hard for us to pay that
amount at that time as it would be for us to
pay $1,000,000,000 now. [ have also seen it

.
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stated that the production o¢f goil within Tthe
last ni ol '

set currency! Good Lord, deliver ug! This
nancial heresy must have originated among
the stock gamblers of Wall st. The Aldrich-
Vreeland $500,000,000 én x ;_money is

—

s€el currengy. n I was studying in Ger-
v, 69-1871, during which time ocecurred
the Franco-Prussian war, I kept my money in
a savings bank in Leipsic, bearing 2% per cent.
interest. I could not check this money out, but
whenever I needed money had to go in person
to the bank with my pass-book and have the
amount withdrawn entered therein.

I suppose some such system is in vogue in
France, and that the checking habit is not so
prevaient there as here. During 1909 we sold
China all told only $27,000,000. Some years
ago, when cotton was worth less than half its
present price, 15 cents for middling, we sold
$50,000,000 of manufactured cotton goods alone.
At our present prices I think likely it would be
cheaper to wear silk than cofton in China it
they had to buy of us. But they raise 70 per
cent, of the cotton they consume. A great part
of China is cultivated like a garden. The lan.|
practically belongs to the government, and if
a Chinaman does not cultivate his land prop-
erly it is taken away from him. We have
learned much from the Chinese and could learn
more if we were not so self-satisfied. 1If we
could quietly lose the Philippines without losing
our prestige it woull be a profitable loss. Per-
haps, however, if we could lose our disgus‘ing
self-conceit at the same time it would be still
more profitable to lose our prestige. If we
coinld only exchange all our Spanish posses-
sions for Canada we would be well rid of our
white man’'s burden and maintaining a large
navy to protect our worthless (to us) ontlying
possessions. [ recently wrote an officer ot
an insurance company that has a life ingurance
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We Need Less Money, or Why the Free '.Coinage
of Gold Should Immediately Cease.

Memphis, Tenn., Jan, 8, 1909,
Hon. William Jennings Bryan,
Fairview, Lincoln, Nebraska:

Dear Sir—Although you have been the chief
advocate of an inflated currency, I think you
must admit we now have enough, and believing
you have more influence in forming publie opin-
ion than any one man in the United States, 1
appeal to you to help stop the further watering
of our monetary system. Inflation would be all
right TF it did not depreciate purchasing power.
Add 1 per cent to our per capita of money and
you decrease its purchasing power 1 per cent.
Double our per capita cireulation and you double
prices. Double prices and you double the amount
of money required for business, so there will be
as much lack of money as before for business
purposes; an endless chain. So what is the use?
Double our currency and you rob the bloated
bondholder of one-half, the thrifty savings bank
depositors of one-half, and the poor widows and
orphans of one-half of their life insurance. How
many of these latter there are I do not know,
but there must be millions of them. I see in the
Philadelphia Saturday Evening Post of December
19, 1908, page 18, column 1, that there are in
the United States 8,588,000 savings bank depos-
itors, and that their deposits amount to $3,690,-
000,000. This is $300,000,000 or $400,000,000 more
than all the money in the United States. Then
there are the old war veterans and clerks with
fixed salaries with their dependents numbering
millions more, who have been grievously wronged.
For about thirteen years now all of these people
have been defrauded of their pensions, interest,
labor and ecapital by reason of the purchasing
power of their money shrinking up, caused by
inflation.  However, but few of them know if.
How can we with $34.98 per capita and still in-
creasing (about 2 per cent per annum in gold and
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more rapidly in paper on a gold basis) hope to
continue to sell China with $2.00 (in silver, worth
10 cents on the dollar in gold) and Japan with
$1.15 per capita and compete with other countries
with a smaller per capita than ours and conse-
quently with lower wages (but higher purchasing
power) and prices than ours, for the world’s trade
and the ocean’s shipping, the latter of which we
lost years ago because of our high wages and
prices? Japan is driving our few merchant ves-
sels from the Pacific. Her ships are big paying
propositions, while ours are losers. Last year
we sold her $3,100,000 of cereals and bought of
her $15,000,000 of rice and $9,000,000 of soy
beans, things our own farmers ought to raise.
This, of course, gives her more purchasing power
to buy in cheaper markets than ours and to estab-
lish cotton factories and other home industries.
Many more factories can be built there than here
for this money. Even our peanul growers are
asking (December 17, 1908) for a protective tarifl
of 2 cents a pound. How long will it be before
our corn and wheat will need a tarifl for protec-
tion against the misealled “pauper” labor of the
world? They maybe get as many comforts with
their low high purchasing power wages as do our
working classes with their high low purchasing
power wages. 1 see in the Memphis Commercial
Appeal of December 26, 1908, page 14, column 5,
that our reaper trust is going to establish fac-
tories in France and Germany. Query: How long
will it be before our cotton factories will be
forced to move to China, Japan and other coun-
tries, where money is scarcer and consequently
worth more than here and the cost of living and
wages are therefore less? The American Tobacco
Trust already has factories in China and Japan.
In Japan money is worth, T think, about ten times
and in China about twenty times as much as here.
When all our trade is gone what use will our
“improvements” he? We will have killed the
goose that laid the golden egg and the incomes
from our hoom “improvements” won’t be enough
to keep them in usable repair. We are bottling
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ourselves up with high prices caused by inlated
currency, 'The unlimited free coinage of silver
at 16 to 1, regardless of any other nation, could
not possibly have done us any more harm, It
would have immediately demonetized gold and
made money so scarce that a silver dollar would
have bought as much as a gold dollar had been
buying and one gold dollar might have been worth
as much as two silver dollars. So that the gold
owners would have been greatly benefited and the
free silverites injured by free silver, except the
silver mine owners, of whom I am one. Looking
back it is plain to my mind that each party was
fighting tooth and nail to keep from getting the
very thing they each ardently wanted. Neither
knew how to get what they wanted. 1 today
would vote for the free coinage of our own silver
at 16 to 1 to remedy the danger threatening us
because of the plethora of money (dollars made
out of almost nothing). Inflation will wonder-
fully stimulate our “prosperity” temporarily. It
will promote all kinds of wasteful, useless “im-
provements™ and foolish extravagances and over-
speculation and overproduction, stock gambling
and wildeat schemes generally that are bound to
bring about a disastrous reaction. We may for
a while have a grand and glorious time with
our easy money, like the young spendthrift just
come into his patrimony. But settlement day is
coming, and if inflation is not stopped T think
we will have a financial earthquake sure enough
beside  which  the brought-on-by-too-much-easy-
money panic of 1907 will be as nothing. The
amusing feature of the situation is that the com-
mon people have not caught on even yet, and
think it is our wonderful robbing Peter to pay
Paul “prosperity,” the trusts, the tariff, under-
produetion and our more luxurious scale of living
that are causing high prices, and do not know that
it is watered currency. They are drunk on “pros-
perity” and say things are worth more now. It
never strikes them that things are worth just
exactly the same and that it is really the money
that is worth less. Few even of the bondholders
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realis they are being robbed, Every issue of
“good” bonds is quickly sold at a premium. There
seems to be a mania sweeping over the country
for issuing and selling bonds. The big thieves
appear to think it a good thing to get the money
now while our dollars are still worth 65 cents
in purchasing power as compared to the dollars
of 1896 and invest in “improvements” and pay
the bonds off twenty, thirty or forty years hence
in dollars that may not be worth 25 per cent of
their present purchasing power. But as rascality
often overreaches itself, they may find there is a
factor in their calculation they overlooked. In
1896 the Bryanites were clamoring for higher
prices and more money to raise them. In 1908
they wanted lower prices and less tariff to lower
them. In 1896 the Republicans told them there
was money enough and that business was done
mostly with checks anyway, which is true. But
now it is the Republicans that are deluging us
with cheap money. So that we, the plain people,
might well ery out “A curse on bhoth your par-
ties.” The currency has been increased about 52
per cent in thirteen years, so that we have al-
ready got about 63-cent dollars in purchasing
power as compared to the dollars of 1806, Gold
heing the international legal tender, fiat money
has a fictitious value far above its intrinsic worth.
It is getting so plentiful and so cheap to get that
its free coinage ought to be stopped. This 1 say not-
withstanding T have four (4) gold mining claims.
about 80 acres, in Arizona that would be utterly
worthless if it is stopped. They are for sale
cheap for cash, for T think the free coinage of
gold will have to stop soon, Or, if the free coinage
of gold is not stopped, as fast as it is coined
greenbacks and national bank notes should be
retived from cireulation. Money is not wealth, 1
am afraid we may get so much of it that we will
find it is poverty. It is simply the counters with
which we exchange wealth, We ought to have a
fixed per capita of circulation so that when
man lends his money he can get hack exactly
what he lends, plus legitimate interest. No more,
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no less. And when a man borrows he can pay
back the exact amount in purchasing power bor-
rowed.  Not one c¢ent more nor less, except a fair
interest.  Put the per capita circulation on a
sliding scale, moving it up or down, and you are
robbing one class for the benefit of the other,
which is unconstitutional. We might, if our per
capita circulation were not already too high,
stand 14 to 14 per cent increase each year in our
currency. It is better to have the interest rates
on a sliding seale than the volume of currency
on a sliding seale. High rates of interest would
act as a safety valve and prevent overproduction,
overspeculation, ete. Instead of elastie currency
we need elastie interest rates such as we have al-
ways had and such as the Bank of England, Bank
of France and Bank of Germany have, The in-
crease of about 84 per cent, about $3.00 per
capita of our currency last year, is just simply
an outrage on the lender, It wiped out his 6 per
cent interest and impaired his principal 214 per
cent.  Won't money lenders have to raise thewr
interest rates <o as to cover the depreciation in
the purchasing power of their money? And then
there is that iniquitous $500,000,000 Aldrich-Vree-
land unconstitutional sliding scale elastic emer-
geney currency monstrosity bill. It may hoost
prices so as to exhaust the $500,000,000 and then
require clearing house certificates to carry on busi-
ness.  The wrong is so flagrant it certainly cannot
go much further. Even the dullest intelleet will
be forced to see the point, According to Frank
G. Carpenter they are digging gold in South
Africa at the rate of $4.00 per second with 50-
cents-a-day labor, and they propose to bring elec-
tricity 600 miles on an aluminum cable as hig as
your wrist from the Vietoria Falls on the Zam-
besi river, to install electric lights and power for
working the mines, He says also that the steamer
Saxony, on which he eame from Capetown to
England, had on board $5,000,000 of diamonds
and $25.000,000 of gold, If Great Britain has
free coinage <he may swamp herselfi with an
overproduetion of money and consequent  high
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prices before we do, although her per capita cir-
culation is at present far below ours. IHowever,
it is presumable she will be too smart for that,
and will keep the most of her gold in bullion, Our
newspapers are in the habit of boasting of our
increased prosperity and to prove it cite statistics
showing our bank deposits and commerce increased
as shown in dollars. This is not a fair index to
the increase in the volume of business. For as we
have about 52 per cent more money and 52 per
cent  higher prices, statistics showing that we
have 52 per cent more bank deposits and 52 per
cent more business as expressed in dollars, do
not prove that the volume of business has in-
creased. It merely proves that the value of money
has depreciated so that it requires more money
to do business than we ought to have to com-
pete on equal terms with England and other
countries for the commerce and shipping business
of the world. We cannot have quantity and
quality both. When we gain in quantity we lose
exactly the same proportion in quality, and vice
versa.  The much harped on so-called “crime of
IST3” did not decrease the amount of money in
existence. Thercfore it did not wrong the debtor
class, as falsely claimed. But the tremendous
increase in money in the last thirteen years has
greatly wronged the classes above mentioned. The
average per capita of money in the world is about
$10. We now have the $1.00-per-bushel wheat
your adherents in 1896 said they wanted. If we
could make the people see, as 1 do, that by dis-
continuing the free coinage of gold and resuming
the free coinage of our own silver at 16 to 1, the
present value, i, e., purchasing power of our sil-
ver dollars would not he decreased and the value
of our gold dollars would be perhaps doubled, |
think they would all vote for a resumption of the
free coinage of our own silver. Our thus demone-
tized gold would offset England’s bullion gold, and
she has no silver to offset ours, except, perhaps,
some in Canada, So we would beat all competition
in the world’s market for manufactured goods as
well as for farm products. We would: need no

8

A4

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

protective tariff then. We would need no shi
subsidy then, We certainly do need a prohibitive
duty on all foreign silver and uncoined gold. To
further expand our ecirculation is a clear ease of
trying to make something out of nothing. It is
as absurd as trying to raise ourselves by pulling
on our boot straps or seeking to invent perpetual
motion. I might say more along this line, but 1
doubt if a multiplieation of words could make
my position any plainer or stronger. If I am
wrong either in my premises or argument, I would
like to be set right.
Very respectfully, A. C. LAKE,
A Confederate Veteran Who Voted for You.

RANDOM THOUGHTS.

In 1912 the Republicans ought to stand for a
discontinuance of the free coinage of gold, In 1912
the Demoerats ought to stand for a discontinuance
of the free coinage of gold and the resumption
of the free coinage of our own silver, at 16 to 1,

As it takes sixteen times as much silver (371.25
grains) to make a silver dollar as it does of gold
(23.22 grains) to make a gold dollar, T don’t think
we could inflate our currency so rapidly with our
own silver as with gold, Especially as China and
India, with their 700,000,000 population, would
become again, as of yore, the graveyards of our
surplus silver.  These countries, notably India,
300,000,000 population, make it into ornaments.
But if we should find we are getting too -much
silver money, we conld stop its free coinage. By
coming to a silver standard I think our circulating
medium would be cut in two by demonetizing gold
by driving it to a premium. T don't see how else
we ean reduce our undesirable burden of money
without working wreck and ruin to millions of
our people. As soon as we threatened to come
to a silver standard foreign holders of our not-
payable-in-gold bonds and stocks would rush them
over here and sell them and withdraw this sur-
plus gold out of the country. Of course, there
would ensue a terrible financial cataclysm, the
effects of which might be felt for several years,
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but the ultimate result would be so beneficial as
to counterbalance the temporary hardships. A
few years in the life of a nation is but a short
time. Our financial condition has got into such
bad shape that 1 think heroic measures are in
order to restore it to normal. The market value
now of the silver in a silver dollar, 371.25 grains,
is about 40 cents. 1 don’t think the gold, 23.22
grains, in a gold dollar would sell for that much
on its own merits, It is hard to make some other-
wise intelligent people understand that there is
not a dollar’s worth of gold in a gold dollar, and
that it is the government stamp on it with the
law behind it that makes it a dollar. Assuming,
for example, that there may be only 5 cents’
worth of gold in a gold dollar and that the gov-
ernment stamp on it with the law behind it adds
95 cents to its value, making it one dollar, why
should not we, the government, get this 95 cents
instead of giving it to us, the gold mine owners,
as  heretofore?  This bunco game should have
stopped when our per capita got to a parity with
England’s, $18,00. In 1871 Germany exacted of
France as war indemnity 5,000,000,000 franes af
19.3  cents—$965,000,000 gold. Of this amount
120,000,000 marks at 23.8 cents—$28,560,000—are
supposed to be in the German war chest in the
Julius tower in the fortress of Spaudan, a western
suburb of Berlin. The bulk of this $965,000,000
gold was used in paying off the cost of the war
and establishing the gold standard of currency
for Germany. The great plethora of money re
sulted in wild speculation.  Stock companies for
all sorts of enterprises sprung up like mushrooms.
The consequence was a great financial erisis in
1873, which lasted till 1876. 1 read 25 or 30
years ago that Germany was injured more by
getting this money than France was by losing it.
I think likely that it was in this way that she,
nnfortunately for herself, got her per capita of
money up to $21.00, which is $£3.00 above Eng-
land’s $18.00.  And that her prices and cost ol
hiving have thereby been so increased as to seri-
ously handicap her ever since in competing with
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England for commercial supremacy in the mar-
kets of the world and on the high seas, which is
the chief cause of the present somewhat strained
relations between these two countries. Life insur-
ance companies, savings banks and educational
and other institutions, with endowment funds
invested in “good gilt-edge bonds,” so called,
should wire President Taft now and send strong
delegations soon vehemently protesting against
this senseless suicidal inflation foolishness. The
danger is imminent, Verbum sat sapienti—a word
to the wise is valuable. The currency has been
inflated 4 per cent per annum for thirteen years,
making 52 per cent, and has depreciated in pur-
chasing power 4 per cent per annum for thirteen
years, making 52 per cent. So that the entire
interest on these “good, gilt-edge’ bonds” has been
wiped out during the last thirteen years. Be-
sides the market price of bonds has declined so
that really the entire interest on 414 per cent
bonds has been about wiped out. For $1.50 cash
now is not worth as much as $1.00 cash was
worth thirteen years ago. Whereas, stocks have
not only paid good dividends, but their market
price has advanced about in the same ratio as the
currency has been watered. Superficial people,
especially in Wall street, have not got penetration
enough to know that the value of gold dollars
can depreciate. They think they are the fixed
standard of value, whereas, their value fluctuates
exactly in the same proportion or ratio as their
number is increased or decreased.  These people
think it is an indication of prosperity when prices
go up.  When really it is because money, by
reason of inflation, is losing its purchasing power
value so that it takes more of the debased stufl
to buy things, that makes prices go up. It is the
money going down.  We Americans have been
reveling in a fool's paradise, thinking that money
is wealth and that there is a dollar's worth of
gold in a gold dollar, overlooking the fact that
even our gold dollars are only “chips” to do busi-
ness with and that the more “chips” there are
the less they are worth, and that the unlimited
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free coinage of gold continued indefinitely might
ultimately result in so weakening the purchasing
power of our gold standard dollars that it might
take $100 in gold to buy an ordinary breakfast.
Spain owed her rise to silver. Her fall to too
much silver. We may owe our downfall to too
much gold if we don’t watch out! Spain first lost
her world trade to the Hanseatic League, later to
FEngland. Low high purchasing power wages with
low cost of living versus high low purchasing
power wages with high cost of living did Spain
and may do us, i. e, the United States., It is not
China and Japan that are the yellow peril so
much as yellow gold eoin. Rascality often over
reaches itself. Did not England overreach herself
taking the Boers’ gold mines and may they nol
prove her financial and commercial ruin if she is
not careful? I see in a newspaper dated NMarel
12, 1909, that the production of these gold minc
for the last twelve months, as officially reporto|
by the mine owners, is $149,788,950, an inerease
of 914 per cent over previous twelve months, i
is digging gold at the rate of about $4.75 per =
ond for every second of 365 days of 24 lour
(‘llf_'ll. Great Britain is eertainly too shrewd o
coin_all of this “old junk” gold into money
put it into cireulation. In faet, if she could o
he assured that we would be fools enough
coin it into money and add it to our cirenlat
here it would be a master stroke of stateo
on her part to make us a present of enoung!

It to raise our prices so high as to eliminat

for a long period of time from the world’s ©
kets and the high seas. Did not we over
ourselves taking Panama from Colombia il
hottom of the canal or the bond market <
fl""l' out, which it should unless inferest rate
inereased so as to cover loss in the pureh
power of the money, and it prove a failure

not. we overreach ourselves taking the Philipp
overlooking the Japanese factor in the ealeuls

and had we not hetter he generous and give

their independence and let Japan protect an

pioit them? Japan, with her only $4.15 pel
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ita of money and consequent low high purchasing
power wages and low prices, can buy our cotton,
manufacture it into goods and sell to them cheaper
than we can. The Memphis Commercial Appeal,
April 22, 1909, page 1, column 3, says the Philip-
pines are costing us $100,000,000 annually. So
it is ourselves being exploited, What benefit are
any of our Spanish possessions, anyway? Cuba’s
last little revolution cost us over $6,000,000,
which, I think, we will lose. We did Spain a
big favor when we relieved her of them. If all
the nations of the earth had the same per capita
of money there would be a great uniformity of
prices throughout the world and there would
he but little need for protective tarifls. Sly old
Mother England, with her only $18.00 per capita
of money, can afford to have practically free
trade, but we, with about twice that much and
still rapidly increasing, are forced to continue to
raise higher our tariff walls, Little Switzerland,
with only $17.00 per capita of money, is thus
enabled to buy our cotton, manufacture it into
goods and ship about $10,000,000 worth of them
back to us every year, in spite of our 52 per cent
high tarift wall, This is more cotton goods than
we sell China’s 400,000,000 population. We sell
India almost nothing. Having only about one-half
as much money per ecapita as we have makes
Switzerland's gold money worth about twice as
much there as our gold money is worth here,
dollar for dollar, 23,22 grains. If it were not for
the fact that our laboring people would sufler
greatly for the lack of work in the meantime, it
would be a good thing if we could have free
trade and buy all of our necessities abroad, so as
to get rid of our glut of gold money. We could
then have the full dinner pail. For we could pro-
duce things at purchasable prices for foreign na-
tions with less money than we have. They would
then have the purchasing power money and we
would have the commaodities to sell them cheaper
than they could make them, Our financial editors
seem alarmed when gold is shipped away from
this country. T am always delighted to see it
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going away except that it indicates that the bal-
ance of trade is against us. They are alarmed
for the loss of the money. 1 am alarmed for the
loss of trade it indicates. Recently 1 saw it
stated that the Salt Lake Review had said: “Gold
is always stable. An ounce of gold is worth the
same, $20.67, today as it was ten years ago.”
This editor maybe did really believe what he said.
He seemingly assumes that it is the gold in a
gold dollar that gives it value, while I assume
that gold per se is of but little value and that it
is the government stamp on it with the law be-
hind it that imparts the value. Anyway, they
have both, combined into one, because of infla-
tion, lost one-third of their purchasing power
value in thirteen years. This question as to
whether the gold or the stamp gives the value is
with some people another form of the old enigma
as to whether the hen or the egg came first, The
money mills ought to stop until the population
can overtake the oversupply of money. Gold mine
owners will protest that there is 90 cents’ worth
of gold in a gold dollar and 10 per cent of alloy,
and that other nations will be glad to free coin
it for them. Very well, gentlemen, we are de-
lighted to hear you say so. Go, sell it for
90 cents.  In refusing to be injured any fur-
ther by you we would be glad to know we are not
mjuring you. However, we think likely these
other nations will take their ene from ne and
refuse to free coin it for you. There is already
plenty of gold money in the world for all prac-
tieal purposes for many years {o come, and we
here in these United States already have more
than is good for us. T think we conld get along
very well if not a single dollar more of gold, sil-
ver or paper were issued in 100 years, except in
renewal. We could buckle down to work and earn
our money off of the other nations, instead of
steam shoveling the gold and silver out of the
ground and printing wholesale the paper money
on a gold basis at Washington, D. (., which is
come easy go easy money and demoralizing., Tt is
not good to get something for nothing, e that
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nateth gifts shall live—Prov. xv: 27. He who will
not take something for nothing will prosper. The
government can make, if we need it, about as
good money for home use out of paper as out of
gold, making it irredeemable legal tender fiat
money. That is about all gold money is except
that it is an international legal tender. If a limit
were put on this paper money it would be infi-
nitely more sane and sound than this unlimited
free coinage of gold insanity. This paper money
would not be an international legal tender fiat
money as is gold and would not disturb our for-
cign trade as does gold. For no matter how high
our prices might go in this paper money, it might
not elevate gold prices beyond the export point,
as do our high gold prices now. For the paper
money o too plentiful would go to a discount
under gold, as during and for years after the
Civil War. Here below is an illustration of the
higher prices for farm products that the Bryanites
clamored for in 1896: Recently we have been
importing large quantities of potatoes from Great
Britain and Germany and paying 25 cents per
bushel tariff on them. The reason that we can
do this is that Germany, having only about 60 per
cent as much money per capita as we have, her
prices are only about 60 per cent of ours, and
Great Britain having only about one-half as much
money per capita as we have, her prices are
only about one-half of ours. And that is why
she is mistress of the seas and the American
flag is a rarity on the ocean. Recently I read in
an English magazine that the average wage of
the common laborer in England for twelve hours
a day work is 18 shillings, about $4.35 a week,
An English cotton buyer here tells me prices are
advancing there and they get 20 shillings now, and
that soldiers get six shillings a week and found.
Not long ago I met a gentleman from Thread-
needle street, London. He had on a nice suit of
clothes. I asked him how much it cost made to
order in London. MHe said $15, and that he
thought likely it would cost $50 in this country.
I think it would cost here at last $30 to §35, per-
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haps $.0, as it was good English goods and well
made, A short time since a representative of the
Mitsuis was in our city. IHe deprecated war be-
tween us and Japan.  Of course the Mitsuis, the
merchant princes of Japan, do not want any war
with us, their most profitable eustomers. For as
$1.00 will buy about as much in Japan as $10
here, the cost of production there is infinitesimal
as compared to here, They must make several
hundred per cent profit on everything they sell
us. They are shrewd enough to pile on all the
price the traffic will bear, and I suspect they
grade their prices to fit the per capitas of money
of the different nations. Our own trusts vir-
tually do this when they sell to foreign markets
cheaper than they do here at home, We have to
revise our prices downward, while Japan has a
wide margin in which to revise her prices upward
when selling gold standard nations. The Japanese
on the Pacific charge full Ameriean freight rates
when they ean get them. But when they have to
bid for freight they always get it, as their ex-
penses on acconnt of their low per eapita of money
are so small that they ean down all competition.
Japan with her low per capita of money and con-
sequent low prices is apt to absorb all the trade
of the Pacific.  Wateh her grow! Unless she
should become too bellicose or too competitive
and alienate England and other nations so that
they may combine against her and elip her wings
by taking her navy from her and not allow her
to build another one.  With her only $4.15 per
capita of money against our $34.98 and still in-
creasing about 2 per cent per annum in gold and
2 per cent per annum in paper, we stand no more
chance in the battle with her for commercial su-
premacy than does an army  with old, obsolete
muzzle-loaders against an army with up-to-date,
automatic, rapid-fire, smokeless powder machine
guns.  China and India, too, because of their
small volume of money, are on the eve of great
commercial prosperity, especially when we con-
sider their money is in silver worth only about 40
cents on the dollar in gold, which makes their
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gold per capita only about 80 cents. This forces
them to supply their own wants, for they have
not got the money to buy from foreign nations.
Thus they are compelled to patronize their home
industries, They will increase. We may decrease,
It is to the interest of every nation to have as
small a per capita of money as possible. When |
knew less than I know now, I thought nations that
had low per capitas of money had them because
they were poor. For I thought money above all
things else was wealth. And I did not know that
the volume of money of a nation decreased its
purchasing power and that a gold dollar is a
unit of changeable value. But I know now these
nations have little money because it is the best
national policy. The financiers of those older na-
tions must chueckle at our gross ignorance in in-
flating our currency. Years ago, reading that a
woman in China got only 5 cents a day for work
and thinking only how little 5 eents would buy
in this country, it seemed awful. But since |
know 5 cents in silver (about 2 cents in gold) will
buy as mugh in China as $1.00 here, 1 see she was
getting fully as much relatively, if not more,
than the majority of our own “salesladies.,” Men
laborers in China get 10 cents silver a day, equal
to about 4 eents in gold. The coolies at the great
steel works at Hankow, on the Yangtse-Kiang, get
1 cent an hour for 12 hours, making 12 cents a
day in silver, equal to about 5 cents a day in gold.
There is plenty of iron and coal in China, and they
are turning out iron rails as good as anybhody
makes, and would soon be shipping them to us
but for our prohibitive tariff. The mines have
not. heretofore been worked in China because of
their superstitious fear to dig up the evil spirits,
but they are getting over this foolishness now., A
few days ago | read an article by Frederie .J. Has-
kin on Oriental rugs, wherein he said boys in
India get 5 cents (2 cents in gold) a day making
these rugs. What nice profits these Oriental rug
dealers must make even if they buy the rugs in
Turkey, where the per capita of money is $4.00
and the boys must get about 10 cents a day for
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making them. These two wages of India and
China show the correctness of my assertion that
lllu- per capita of money governs prices.  For In-
dia and China both have the same per capita,
$2.00 in silver, worth, say, 40 cents on the dollar
in gold, making 80 cents per capita in gold, This
low per capita of money for India is the reason
we are now wrapping our cotton bales with com-
paratively rotten India jute instead of as former-
Iy with the much superior Kentucky and Missouri
hemp.  Our hemp industry has been ruined by
our high prices and our cotton and every ofher
m:lnnl:.'y will be ruined if we don't stop inflating
our prices by inflating our currency. The negroes
in Africa are learning how to work and will make
the cotton and the linen industry will be stimu-
lated in Europe and wool grm\'i'ug in Australia,
Argentine and elsewhere.  And foodstufls will be
produced more in other countries, The following
are the approximate per capitas of money of the
different nations, as given under Money in the
Eneyelopedia  Americana, published in 1903, in
Chicago and New York: :

IR % cevisihen $2.00 Denmark ....... $11.50
Cuba v0x e 5w e 2,00 Canada 1:2.00
Blllgm'm vre. 2,00 Greece ORI & % T
I‘mlu! ........... .+ 2,00 Switzerland . ... 17.00
BRI oeoviiinvies 300 Cape Colony .... 18.00
:I‘apan A e cooo 300 Great Britain.... 18.00
I'irkey . 100 Germany ..., oo 21,00
R‘onnmmn ...... . 4.00 Bulgium ........ 22.50
l':_g_vpt B R e e 4.00 Spain .......... 23.00
Finland ... ... .. . 5.00 Portugal ....... 23.50
M(‘.’(If'() Eope F— 6.00 Australia .. ..... 25.00
Russl.u SA R e 6.00 Netherlands 25.00
Hayti ......q.c.. 780 8, African Rep... 28.00
Quntrm-llungur_\' «o 8.00 U, S, $28, now.. 35.00
NOFRRY 5o 9.00  South America.. 31.00
Central Ameriea. . 10,00 Siam ... ... . 34.00
l‘tal_v srereene 1050 Franee .. ..... .. :m:on
Sweden ..., ... . 1100 Straits Settlem'ts 48.00

Avera ge  per

capita of W W
about $8.90, : * Weney in the world,
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Looking at the foregoing list, we see that
Mexico and Russia cach have $6.00 per capita.
Therefore their wages and cost of living ought to
be about one-sixth as much as ours. And are
they not? Have we not all heard of the 25-cents-
per-day so-called “pauper” labor of the peons and
serfs? This 25 cents per day is worth as much
to them as $1.50 to our ecommon laborers. For
other things are likewise in proportion. KEgypt,
per capita $4.00, good farm labor 10 cents a day.
Labor so cheap they cannot afford to buy our
high-priced labor saving machines, manufactured
with high priced labor. France, T think, has here-
tofore prospered in spite of her high per capita
of money because her people are much given to
hoarding, i. e., practically burying their money,
and do not use checks on banks nearly so ex-
tensively as we do. Besides, the Bank of France
carries a large gold reserve; dead capital. Tt is
also worth considering that France may have
carned her money by thrift from other nations
and did not manufacture it out of paper and
cheap gold as we are doing. But even she is be-
ginning to have her troubles, for on April 10,
1909, there was a button-makers’ strike at Meru
because their wages had been cut 30 per cent
to compete with Japanese pearl buttons. Tt could
hardly be an accident that Great Britain and
Cape Colony have the same per capita, $18.00.
There must have been some good, well thought-
out reason for it. 1 have recently been reading
some very interesting letters from Japan by Frank
G. Carpenter. With all his traveling and natural
astuteness, it seems never to have occurred to
him what relation the prices of a country have
to the per capita of money of that country. Farm
laborers in Japan now get 16 cents a day without
board for men and 10 cents for women, working
from sunrise to sunset. Ile says prices there
have advanced greatly within the last few years.
This is quite natural, for Japan has copiously wa-
tered her eurreney during these yvears, with large
borrowings from foreign nations, Mr, Carpenter
says there are 4,000 new factories there. The
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cotton factories are running night and day, mak-
ing from 12 per cent to 50 per cent annual divi-
dends.  The men operatives get 30 cents, the wom-
en 21 cents and the children 6 cents for ten hours’
work.  The men get good meals, consisting of
rice, fish and vegetables, for 214 cents each—714
cents per diem. The shipbuilding yards and nav-
1gation companies are making about 12 per cent
per annum dividends. The banks and stock com-
panies 8 per cent to 12 per cent, and more, The
savings banks pay the depositors 4.8 per cent
interest compounded semi-annually, Oh! if we
only had as small a per capita of money as Japan,
how we would prosper.  We could be humani-
tarians and profit at the same time, and put cot-
ton shirts on the backs of all the poor peoples of
the world without skinning ‘em alive with our
outrageous prices—higher than those of any
other nation of the world. We would have such
high power money that we could profitably raise
cotton at  minus 5 cents a pound, corn at’ minus
25 cents a bushel and’ wheat at minus 50 cents a
bushel, and horses, mules, meat, land, wages and
everything else would be in proportion. As it is,
we are a nation of selfish, greedy cormorant rob-
bers, piling up money that' sp;nils (i. e, loses
purchasing power) on our hands, as did the
manna (Exodus xvi) of the Israelites in the Wil-
derness, when they got greedy and gathered more
than they needed for their immedinte wants. |
am told that the Standard il Company is build-
g a railroad from LaPaz, Bolivia, out to a
solid  mountain of gold of low g::mh- easily
worked, free milling gold ore. Maybe a steam
Hhm‘vI. cyaniding proposition.  Are we to accom-
modatingly free coin this gold mountain for them
and thereby further weaken the purchasing power
of our money, so as to make prices go sky high
and thereby rob all of our thrifty people of
their cash savings, accumulated by yvears of toil
and sweat and self-denial? If there were a nything
whatever to be gained by so doing there might be
some excuse for doing <o, Our government ought
to get at least ove-hali for coining it into money.
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There are said to be over $15,000,000,000 on de-
posit in the banks and trust companies of the
United States. All of this money in thirteen
vears has lost about one-third of its purchasing
power, because of inflation, making about $5,000,-
000,000 lost. This is a loss of about one and a
half billions of dollars more than all the money
in the United States. ‘Then there is the one-third
loss on untold billions of bonds, mortgages, notes
and life insurance policies. So I think it is safe
to say that our people have lost in thirteen years
several times over the total amount of money
there is in these United States. Just think of
it! Isn't it awful? Then there are the author-
ized several hundred millions of Panama bonds
which when sold are to be used as a basis for
still further watering the currency with national
hank notes. This basing the currency on a debt
is queer financing anyway. There should be no
more bonds sold on which currency ean be issued.
On December 1, 1909, there is already outstanding
$707,4:33,547 of this national bank currency and
$:346,681,016 of legal tender greenback fiat money,
which is better money than the national bank
notes, which are not legal tender fiat money.
Besides, gold ean be withdrawn from the treasury
with these greenbacks; also the national banks
hold them as their legal reserve, for which na-
tional bank notes eannot bhe used.  Also there are
said to be immense, inexhaustible amounts of gold
in Alaska, so that Alaska is an injury instead of
a benefit to us.  We have been patting ourselves
on the back for years over cheating Russia by
buying Alaska from her for $7,200,000. If we
had left Alaska to Russia she with her low capita
of money and low prices could have caught the
salmon and seals cheaper for us and mined the
coal, copper, ete,, and sold it to us a great deal
cheaper than we can ourselves., Besides, it looks
like the trusts might rob us of everything in
Alaska anyway. Also, we could have bought the
Philippine timber cheaper under Spanisk rule
there than we ecan under our own rule, for we
have put up prices there too. Why not have the
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'f!'l"{! nuiu:tg_e of aluminum and be done with it?
Fhis aluminum money would go at a discount
under gold and consequently would not so dis-
astrously afleet, our foreign commercial relations
as does the free coinage of gold and the issuance
of paper money on a gold basis, with the present
International agreement making 23.22 grl-lilu gold
dollars the international legal tender fiat muhe\‘
It would make no difference in our dealings with
foreign nations how high prices might go here at
home in this aluminum money, The h(-ight‘ of
prices would be governed entirely by the amount
of this aluminum money put into circulation hy
the government.  And free printed paper money
would be just as worthless and a little cheaper to
make and more convenient to r'urry: "1‘11!- low
per capita of money in Cuba, with mnseqnenf low
prices there, is, I think, the reason they ecan raise
sugar them. 80 much cheaper than we ean |1'l‘l:l'
I'hen there is that cheap no-duty Philippine su rar
and to_lmccu coming in to ruin our cane an—d. If:wi
rl!ﬁ{l}r md.nstrlos and tobacco raisers. There must
ql:-iu‘:::ryul::f:!]mi::]']:::.'\i thm\*e. for the native Filipino
§ . wer American supervisi 3
an average of only $9 a month sti|:lvr:¢}.m".}lrlmf(llt|
tl"r"""!’ Johnson, professor of political u-.cuumul\'.lul
I.m University of New York City, who has pub-
ished a book, “Money and Currency,” savs: “It
took $3,623 last year to pay for the necessaries
of llvmg that could he hrlllgl.lt for $2.500 i:il;Q'};
Sixty-nine cents ten vears ago l:ad‘ the Im\.'i.n';.':f

power of the dollar of today.”  So he, figuring
tes and T figuring on the

on the cost of commonl it

lm*ronag of the currency, have re »
mm-luumn: His estimate of ﬁ!)r t{:::]tt:li-:h;!nrsﬂf':'llll
i"?ﬂrs..wluln my estimate of 65 cents is for thir-
';l:-‘nn_t\;;arﬁ. 'I‘Aml each proves the correctness of
add ; olt:. 1:hmc we see that my assertion that
- puxl?:hac;m to the currency and you depreciate
b anda Ng power 1 per cent, double the cur-
is a condition and ot 5 (hen8 POVer onehalf,
tmght to be remedied ot onee l:'rs.':.tnp?;int:!r %R: fel"e't:
coinage of gold and hy stopping the iﬂtllﬂn;"t‘ of
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any more national bank notes or legal tender
greenback fiat money or Aldrich-Vreeland money,
or any other kind of money. We need less money
in order to have better money. It seems that
Messrs, Aldrich and Vreeland want a eentral bank
with power to expand or contract the currency.
This would be a very dangerous machine if it
should happen to fall into the hands of unprin-
cipled predatory men, which it is very likely to
do. They could elevate or depress prices at will
by putting the currency on a sliding scale, which,
I think, is uncomnstitutional, working it up and
down, pump like, and suction all the money out
of the people of the United States. There is
enough of that Kind of thing going on already,
and we don’t want any more machinery to help
it along. And if congress does pass any such law
I hope President Taft will veto it, as did “Old
Hickory” Andrew Jackson veto in 1832 the
United States Bank. All the currency reform
we need is to stop watering it so copiously. And
the United States treasury is a good enough cen-
tral bank. For years past people who have been
putting their hard-earned savings into life insur-
ance policies, “good, gilt-edge bonds” and sav-
ings banks have thought themselves almost as
safe as if they had put their faith in the Rock
of Ages. But they have been building their
houses on the shifting sands. They have been
putting their watered money into leaking barrels.
As they poured in at the top it has run out at
the bottom. Our government ought to charge
as toll for coining into money, say, 50 per cent
of all the gold (or gold and silver) received at the
mint. In this way a fund might be created with
which to redeem about $751.000,000 of out-
standing 2 per cent bonds on which are based a
cireulation of about $650,000,000 (on a like
amount of bonds) of national bank notes and
also redeem the $346,681.016 of legal tender
greenback fiat money for the redemption of which
£150,000,000 gold is required by law to always
be held in reserve at Washington, D. C.,, so that
we could become again as in 1835, a nation with-
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:‘:"ltu:h,ht: I'Ix-l’mtmuslcr-(}mwrul Meyer, now sec
: o A ) s § e
5 ih\:‘ ;::'.:!il‘l!".::.:\'_:‘:l :'l;-mln (\]'(;r_\l; g:m}d plan, approved
' b ' unk, whieh i st
:m,' postal savings ln’lllkﬂ alln\ri‘:l;.:,".‘:l ]Ilzrt:t-:t:h;::-
”1“1'::':"? '::1! Ilsli(‘ .l._lm. deposit in retiving those $751,-
2 .\"hi(‘h l;}n :-lll.ll‘l.llllﬁ 2 per cent bonds by means
ey 'f :}}11‘1':1:-.\" 15 watered through the
' na nfnks With their notes, [t is quite a com-
I::::-:t ‘!nl-u:n:n'q;nw to Iu-nr. the miners out “'est
et i:I “I"::I» g'-'ll'd and silver they dig out of the
o "‘“ ':uw’ tl'illl, honest money; that it in-
iR ¥ n'nlf-!n-s the world and benefits
lil'st'|l|-ill;'i.llh'~tnul! :.nltl;||alllrl‘i'r'|':|rmd t;;..'nm'nm't'. oot
honest in their mist nken lnfli::.f(‘ ::;1‘1 are perfectly
! thei | « Lhey think there
:;:::ut'ltu:\.l:'::’:. \t\lnl'l h of gold in a gold dollar., ']'Iu::‘
g ik I!l'llillcllmit"t 'l:ullllll' i.:lc\n't-rtn}uu.-m Ist;unp with
iy . kes the gold valuable,
i_'-.-h:li‘m;f;.- lnul Know that when {he l';{nlal curreney
iy :Iul‘l:u-q”.\a:.l ;ll!hnugh we have twice as many
gol , N we Ve not one single, <oli ary -
:;::":m::;‘- l;.:.!;:;l‘t'llll.‘illl_g _pun'vrllnm;:-.\' and :'llll: :tl:i':-
\ reople are injured by the shrinkage ;
lt‘::;-l'l!::tl'l\l:l“il:“l-g POWer of their Illulu-\-”\:-lltu\::;;'Illn:!
hat Lot et lim'l't:nm':l. Some time since | read
porid I.hul\i::' ey lon at 10 conts o pound. Fred-
of a3 |ln|-|HI|'H mthe Commercial Appeal
B ;',:-»l ::. “; [..'.'!m'gv 6, column 6, the children
£ 18 ke o ." s aday, the sKilltul women
and that w great omen 10 cents for picking tea,
ilin !n-.-unu-...“.'l'u ] iy go over from Southern In.
P '“ch { WS¢ attractive wages and an op-
kg Gl l:l-‘l' money I-! return home and buy
b T Ih:-\"qf-‘l"rl their poor relatives back
tention to vetnren flmhﬂ.m 'l.‘htpl. i‘-':";:.;‘-;tullill‘g ”l]“ir}-'i"-
:::!Iu'u'n'mmngrmlh Who come to onr m:mtn!‘\- ."I
B¢ by this that {he Per capita of money in

Cevlon is about §3.00
¢ FLO0 amd 1 No . £
SLOO, and that L lh:-r.-"i-. \“”“ 2 India about

at from ) b A ery cheap looked
onr p......::'l:' "" Wpomt. In their mnsuhu? reports
telling oy IH“I !I"".;K" ]lm"""i"" are continually
vy wmnt« i ".t 'h T .

not  ge R ¢ reason they can-
et the teade of the different countries is

that they will not study the wants and the pe-
culiarities of the people and cater to them and
pack their goods to suit them, ete. Now, | do
not think this is the principal; true reason we
do not get the trade. T think the true, funda-
mental reason is that our prices are too high,
caused by inflated currency. 1 think our consuls
are either ignorant of this or that they have not
got the backbone to come right out and say so.
I dated my letter addressed to the Hon., Wm, .,
Bryan January 8, 1909, because it was written
about that date and because it was January 8,
1515, that we, mostly Kentuckians and Tennes-
seans, whipped the British at New Orleans, (6,000
Americans  whipped 12,000 British in  twenty-
five minutes, Killing and wounding - about 2,500
and losing only 8 killed and 13 wounded. Our
old backwoods hunters knew how t{o shoot
straight.  They did not have modern rapid-fire
guns and as it was quite a task to load and
prime their old flint locks they took good aim
before firing,  The British were brave, well sea-
soned soldiers, but their officers blundered.  This
hattle was fought 15 days after the treaty of
peace was signed at Ghent, December 214, 1814,
There were no fast steamships nor wireless tele-
graphs to bring news in those days. This battle
was about the only one on land during the war
of 1812 by which we saved our face), And my
plan for currency reform is the only way we can
commercially whip Great Britain and all other
nations. Rinee writing the foregoing 1 find page
75 of the April, 1909, Nineteenth Century and
After Magazine an able article by Moreton Frew-
en, an Englishman, entitled “The New Era in
Economie History,” which ought to be a Demo-
cratiec eampaign cireular in 1912, unless the Re-
publicans are smart enough to beat them to it.
He says that owing to the demonetizing of silver
by the civilized countries the price of silver has
fallen so low that the 800,000,000 of people, about
one-half of the world, who use silver as their
woney, are unable to buy the gold exchange with
which to buy English goods, and that faectories
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are springing up in India-that are not only sup-

plying the Indian trade, but are also shipping

goods to China, and that factories are also start-
ing up in China, and he suggests that the Chinese
open door is more likely to swing outward than
inward. I think this is the reason they are now
having such hard times in England. Commander
Wm. Booth of the Salvation Army reports No-
vember 17, 1909, hundreds of thousands out of
work and their families starving in London and
millions suffering for lack of employment through-
out Great Britain. T suspect also that these
factories are being promoted by English capital,
just as I suggested in my letter to Mr. Bryan, our
factories would have to move to China, Japan and
other countries where money is searcer and neces-
sarily worth more than here and wages and liv-
ing cheaper and the cost of production a great
deal less than here. The $2.00 per capita of China
and India must be in silver, equivalent, say, to 40
cents on the dollar in gold, which would make the
per capitas 80 cents in gold. As if in confirma-
tion of Mr. Frewen's prediction that the Chinese
open door would swing outward, 1 see in the Pitts-
burg Chronicle Telegraph of September 24, 1909,
page 6, column 2, an editorial, “China as a Pur-
veyor,” saying: “On July 30 last the British
provision trade experienced a severe shock from
the arrival at London of a Chinese steamship
laden with provisions consisting of wild fowl,
snipe, pheasants, deer, hares, hogs, chickens, do-
mestic ducks, geese and eggs, this being the
first cargo of the Kind received from the Celestial
empire, which were offered at very low figures
and found a ready market, That China's surplus
n‘t food supplies is vast, prices low, ete.,” Frank
(. Carpenter says there is an industrial school at
Tientsin that pays the boys 10 cents a day, which
is enough to pay for their board and clothes, and
that there are hoarding schools in Peking with
tuition and board at $3.00 a month. This 10 cents
a day or $£3.00 a month must be in silver and
amounts to only about 4 cents a day, or $1.20 a
month in gold standard money,  Gold  miners’
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wages in Korea is 20 cents a day. ll:e‘rc about
$3.00 and up for eight hours’ work. I'he total
production of gold from 1402 to 1907, inclusive,
116 vears, was about $12,500,000,000, nearly all
of which is still in existence. The production ol
the* world in 1896 was about $202,251,600, 1n
1007 $404,000,000, in 1908 $434,000,000, In
19009 $450,000,000 and inercasing every year
and raising prices throughout the world. Another
way in which these 2 per cent government bonds
with which the currency is watered might be re-
tired would be to offer the holders of them in
exchange gold bonds bearing 3 per cent, 314 per
cent or 4 per cent interest on which no currency
could be issued. When 1 say cheap money I mean
money of low purchasing power. The newspapers
by cheap money mean money at a low rate of
interest. Our prices are =o high that our imports
are increasing, exports decreasing, which, of
course, increases the government revenue, but at
the expense of the country. Dig gold and it will
Jeave us. Stop digging it and it will come hack
and stay with us, and be worth more to us. |
don't like the idea of ship subsidy, but realizing
that we have just got to do something to get
anxiliaries for our navy, I would suggest that our
government own outright a merchant  marine,
manned entirely by white Americans, so as to
make the service honorable, to be used during
wars as naval auxiliaries,  Our Southern con-
gressmen might be induced to vote fm" such a
hill. T think the nayvies of Russia, Germany,
France and Japan have no foreigners _nhantl. Not
many vears ago the American Oceanie hm} plying
between San Francisco and Australia, paying sail-
ors $40 per month, was forced out of business by
Japanese and other vessels paying s:uln!l's onl.\.r'
$8 per month. Soldiers in China 'get. 12 cents
gilver a day, which is about 5 cents in gold. Men
reeling silk from the cocoons 10 cents to 12 cents
in silver working from daylight to dark. What
good ean the Chinese open door do us? All this
twaddle about it is a silly farce, so far as our
selling them is concerned. Our robber prices boy-
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cott us.. The salary of (ien, Oyama, the com-
|.|.m||d|-r-|n-:-hic-l' of the Japanese army, is only
$3,000 a year, but when we consider its purchas-
Ing power in Japan, that is an immense sum.
I'he trusts may think it to their interest to in-
flate the currency so as to have such high prices
as to necessitate high tariflf to keep out foreign
goods, Senator Aldrich is for high tariff, The
.\‘l(h'.lt‘h'\ reeland $500,000,000 emergency currency
luII‘ is an inflation measure, On the tobacco plan-
tations in Java men get 10 to 16 cents a llll‘l\‘
women 6 to 12 cents, children 4 to ¢ cents, work-

big profits and still sell us cheaper than we could
otherwise buy. We buy of South America about
three times as mueh as we sell there, and of the
Philippines we buy about twice as much as we
sell them. As long as our high inflated currency
prices bar us from the Latin-American markets
we may confidently depend upon Great Britain
to back us up in the Monroe doctrine. For she
has nothing whatever to fear from our competi-
tion there, but she has everything to fear from
Germany and other countries, I think if we should
undersell her there we will have to abandon our

iy ~ I
"’?l-lf:::}m'_(_“I‘m':;; "::)5 p- T‘.I' L ‘ Monroe doctrine. They are getting our gold via
I see in Octobep mm’m:‘ln -Ilmn than in Europe, ! Latin-America and are satisfied. 1 see in the
that pork sells 'in '(.‘}' » Consular Reports, page 117, Literary Digest of December 25, 1909, page 1195,
at 3% cents dnw-n"mll at 4 ““"E“ a pound, eggs that prices for commodities on December 1, 1909,
”ll!-‘-ic-]:riovg i ﬂilll{lt.qu.ﬂlll at 2 cents each. i were 60 per cent hig}:er than on July 1, 1896,
40 D' oot of e ver, w III('h' I think they are, when they reached their lowest point. It took me
in our gold sta "d'“ﬁ]'”""""“f would be the prices 60 years of life, experience, travel and reading and
1909, United Stafes C money.  On December 10, three years of special observation, reflection and
Lawrence O, Murs .-nln]}trnlh:l-'. of the Currency putting faects together to gain the knowledge to
have bank .:I(::mitl:" reports *25,000,000 people write the foregoing article. It is entirely original
165.”  Add miﬂ'ﬁﬁ'h“‘“"’““l-'llg to $14,425523,- with me, a plain old fogy bookkeeper, for I have
and we have erhy ¢ money mnot in the banks never read any works on political cconomy, but |
000,000, abou |"m‘_tl}“_‘ ;"""ﬂldt?l:nhl_\' over $15,000,- think it is good, common sense, sound, logical, es-
thirteen Yoais o tird of ‘}']llf‘ll_ has been lost in sentially correct and incontrovertible. It is as
myitgy baak e cause of 'ln_ﬂatinn. He reports “clear to my mind as that two plus two equal four,
by 14,804,606 ‘:o?:]‘;i‘tﬁ lrl]f‘ $5,678,735,379 {lcpﬂﬂif(nl A. C. LAKE,

Lh(- United Slaih-s]? |I.hn|1t'.";;; nn(;:)ml:;r ‘:{,i:}n“k}ﬁ "ll 28 North Front St., Memphis, Tenn.
4,000 are national bhanks, :Y"“‘,Slmpers aln.“ :.?,l:l_ *  Originator of the charge 50 per cent toll for coin-
stantly blaming the trusts and the tﬂfiff for high J age dea. Tt will eurtail the overproduction

prices. This is only half a truth, which however
' g . ) ) ] T,
:-||'|l:|!:|:“!i ths unthinking multitude, Our inflated
\\'hiu-h": l: the first root cause of high prices,
,".'.,.,N,lr"_alm a high protective tariff absolutely
lllllll‘li'f y S0 shut oul 'f"l‘t‘ign competition, Tarifl
s out 'n”nur. already high inflated curreney prices
fl:lrill' "nf e Hl‘l'lll}llfll"\' cause of high privf:u. The
s fr;,,,, 'p?l-lr'q'" fives the trusts a chance to roh
there \\'m-..r‘"ml the high tariff wall, However, if
“‘t!l'ldu-irl-l lrm tarifl' at nlll I think there would he
ods and O trusts, Possibly by systematic meth-
% and the elimination of ‘waste our trusts make
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of gold and help pay the government’s expenses,

Inflated curreney is the sole first eause of our

high prices, and inflation ought to stop at once.

Q. E. D

Last year Japan sold us almost one and a halt
times as much as she did to the whole of Eu-
rope. She bought of Europe nearly two and a
third times as much as she did of us, Our sales
to her were mostly raw cotton and petrolenm.
Europe's sales to her were manufactured goods,

Memphis, Tenn,, January 8, 1909,

Revised to January 8, 1910,
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For expenses of inquiries and investigations ordered by the Senate,
including compensation to stenographers to committees at such rate
as may be fixed by the Committee to Audit and Control the Con-
tingent Expenses of the Senate, but not exceeding one dollar and
twenty-five cents per printed page, twenty-five thousand dollars.

For additional amount for purchase of an automobile, including
driving, maintenance, and care of the same, for use of the Vice-
President, one thousand dollars.

For purchase of furniture, two thousand five hundred dollars.

To pay George H. Boyd for compiling customs tariffs, two hundred
and fifty dollars.

[Pus. 62.]

HOUSE OF REPRESENTATIVES,

Contingent expenses, namely: For wrapping paper, pasteboard,
aste, twine, newspaper wrappers, and other necessary materials for
olding, for the use of Members of the House, and for use in the

Clerk’s office and the House folding room (not including envelopes,
writing paper, and other paper and materials to be printed and fur-
nished by the Public Printer, upon requisitions from the Clerk of the
House, under the provisions oF the Act approved January twelfth,
eighteen hundred and ninety-five, for the public printing and bind-
ing), three thousand dollars.

or folding speeches, to continue available during the fiscal year
nineteen hundred and eleven, five thousand dollars.

GOVERNMENT PRINTING OFFICE.

The allotment for printing and binding for Congress authorized in
the sundry civil appropriation Act for the fiscal year nineteen hundred
and ten is hereby increased to one million eight hundred and seventy-
nine thousand one hundred and ninety dollars, such increase not to
involve any increase in the total appropriation under “Government
Printing Office” in said Act for the fiscal year nineteen hundred and
ten. And the amount authorized to be expended for machinery out
of the appropriation for printing and binding during the fiscal year
nipeteen ﬂundred and ten is hereby increased from fifty thousand
llars to seventy-five thousand dolfars.

The allotment for printing and binding for Congress is hereby made
available for the printing, under provisions of existing law and the
rules of the Senate and House of Representatives relating to public

rinting, as public documents of such of the publications of the

ational Monetary Commission as the Commission may designate.
And the Superintendent of Documents is hereby authorized to order
reprinted, from time to time, such public documents of the N ational
Monetary Commission as may be required for sale.

\ JUDGMENTS, UNITED STATES COURTS.
For payment of the final f'udgmont.s and decrees, including costs of
suit, which have been rendered under the provisions of the Act of
March third, eighteen hundred and eight l3-’-30vm1, entitled ““An Act to
provide for the bringing of suits against the Government of the United

Pub. No. 62—2
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States,” certified to Congress at its present session by the Attorney-
General in House Document Numbered Five hundred and thirty-five,
and which have not been appealed, namely:

Under the War Department, two thousand eight hundred and
thirty-six dollars and fourteen cents;

Under the Navy Department, four thousand and fourteen dollars
and eighty-five cents;

Under the Department of Commerce and Labor, three thousand
two hundred an(r fifty-seven dollars and fifteen cents;

Under the Department of Justice, two hundred and twenty-five
dollars and forty cents;

In all, ten thousand three hundred and thirty-three dollars and
fifty-four cents, together with such additional sum as may be neces-
sary to pay interest on the respective judgments at the rate of four
per centum per annum from the date thereof until the time this
appropriation is made: Provided, That none of the judgments herein
provided for shall be paid until the right of appeal slllall have expired.

JUDGMENTS IN INDIAN DEPREDATION CLAIMS.

For payment of judgments rendered by the Court of Claims in
Indian depredation cases, certified to Congress in Senate Document
Numbered Three hundred and twenty, at its present session, twenty-
six thousand four hundred and thirty-seven dollars; said judgments
to be paid after the deductions required to be made under the pro-
visions of section six of the Act approved March third, eighteen hun-
dred and ninety-one, entitled, ““ An Act to provide for the adjustment
and payment of claims arising from Indian depredations,” shall have
been ascertained and duly certified by the Secretary of the Interior to
the Secretary of the Treasury, which certification shall be made as
soon as practicable after the passage of this Act, and such deductions
shall. be made according to the discretion of the Secretary of the
Interior, having due regard to the educational and other necessary
requirements of the tribe or tribes affected; and the amounts paid
shall be reimbursed to the United States at such times and in such
proportions as the Secretary of the Interior may decide to be for the
interests of the Indian service: Provided, That no one of said judg-
ments provided in this paragraph shall be paid until the Attorney-
General shall have certified to the Secretary of the Treasury that there
exists no grounds suflicient, in his opinion, to support a motion for a
new trial or an appeal of said cause.

JUDGMENTS, COURT OF CLAIMS.

For the payment of the judgments rendered by the Court of Claims,
reported to Congress at its present session in House Document
Numbered Four hundred and thirty-seven, and Senate Document
Numbered Three hundred and thirty-seven, namely :

Under Treasury Department, one hundred and forty-four dollars
and forty-five cents;

Under War Department, twenty-six thousand nine hundred and
eighty dollars and seventy-four cents;

nder Navy Department, two thousand two hundred and thirty-
nine dollars and two cents;






