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the property, which property shell be situated in the vi-
cinity or in the territory directly tributary to the bank;
Provided, That this privilege shall not bhe extended to other
panks acting as reserve agents."

Section 56. It was arreed to embody all the nrovisions
under the title "Foreign Banks" into one secétion numbered
56, with certain corrections of minor impor tance.

Vhereupon, the Commission, at 1 o'clock p.n.

took a recess until 2:30 p.m.

ATTER RECESS.

The Commission reassembled at 2:30 p.m.

Prosent, Messrs. Aldrich (Chairman), Vreeland (Vice-
Chairman), Burrows, Money, Burton, Weeks, Bonynge, and Pad-
gett.

It was agreed to adjourn after today's session until
Januvary 2, 1912.

It wag decided;, after striking ovt the third paragraph
of section 39, relating to savings deposits, to make the
matti?igubject of 2 supplemental repcrt.

The Commission thereupon adjourned to meet 10:30 a.m.,

Tuesday, January 2, 1912.

L N " w——, |
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Hon. T. J. Rutledge, State Bank Examiner, Montgomery, Ala,

William L. McQuire, Sec'y,Board of Bank Commissioners,
Crocker Building, San Francisco, Cal,

Mr. E. W, Pfeiffer, State Bank Commissioner, Denver, Colo,

Mr. Charles H. Noble, Bank Examiner, New Milford, Conn,

Hon. Charles H, Maull, Insurance Commissioner, Dover, Delaware,

Hon. A. C. Croon, Comptroller, Treasury Dept., Tallahassee, Fla,

Hon. J. P. Brown, Atlanta, Georgia.

Mr, William G. Cruse, Bank Commissioner of Idaho, Boise, Idaho.

Hon. J. 5. McCullough, Auditor of Public Accounts, Spring-
field, Illinois.

Hon. J.,,C, Billhneimer, Auditor of State, Indianapolis, Ind.
Hon.(ﬂéézgzg L. Bleakly, Auditor of State, Des Moines, Iowa.
Hon, William S, Albright, Bank Commissioner, Topeka, Kansas.
Hon. Ben L, Bruner, Frankfort, Ky,

Hon. W. L. Young, Examiner of State Banks, Shreveport, La,

Hon. Wiliiam B. Skelton, Bank Examiner, Augusta, Maine.

Hon. Murray Vandiver, Treasurer of Maryland, State Treasurer's
Office, Annapolis, Maryland.

Charles L. Burrill, Esq,,Sec'y. Office of the Banking Com-
missioners, Boston, Massachusetts,

Hon. H. M. Zimmerman, Commissioner of Banking, Lansing, Mich,
Hon. A. Schaefer, Public Examiner, St. Paul, Minn,

Hon., E. J. Smith, Jackson, Mississipoi,

Hon. F. H. Ray, State Examiner, Helena, Montana,

Hon. E. Royse, Secrectary State Banking Board, Lincoln, Nebr,

Governor D. S. Dickerson, Chairman, State Banking Board of
Nevada, Carson City, Nevada,

Hon. M. M. Van Fleet, Carson City, Nevada,

Hon. Richard M. Scammon, Bank Commissioner, Concord, N. H,
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Hon. Vivian M. Tewis, Commissioner, Department of Banking and
Insurance, Trenton, New Jersey,

C. V. Safford, Travellinz Auditor, Santa Fe, New Mexico,

Mr. A. L. Morrison, Jr., Chief Clexk, Office of Travelling
Auditor, Santa Fe, New Mexico,

Hon. Clark Williams, Supt. of the Banking Dept., Albany, N. Y,

Mr. George I. Skinner, lst Deputy Supt. of Banks of New York,
Albany, N. Y,

H. C. Brown, Esq., Clerk of the Corporation Commission of
N. C., Raleigh, N. C,

Hon. Oliver Knudson, State Bank Examiner, Michigan City, W. Dak,

Hon. B. B. Seymour, Superintendent of Banks and Banking,
Columbus, Ohio,

Hon. A. M. Young, Commissioner of Banking, Guthrie, Okla,
Hon. James Steel, Salem, Orcgon,

Hon. John W, Morrison, Deputy Commissioner, Banking Department,
Harrisburg, Pa.

Hon. William P. Goodwin, Bank Commissioner, State House,
Providence, Rhode Island,

Hon. Giles L. Wilson, State Bank Examiner, Spartenburg, S. C.
Hon. T. G. Croft, Aiken, S. C.

Hon. John L. Jones, Public Examiner, Madison, S. Dak,

Hon. Hallum W, Goodloe, Secratary of State, Nashville, Tenn,
Charles V. Johnson, Esq., Austin, Texas,

Hon. Thomas B. Love, Commissioner of Insurance and Banking,
Austin, Texas.

Hon. Charles S. Tingy, Secrctary of State, Salt Lake City, Utah,
Hon., F. C., Williams, Bank Commissioner, Newport, Vt,

Mr. Richard T. Wilson, Clerk, State Corporation Commission,
Richmond, Virginia,

Hon. Robert R, Prentis, Chairman, State Corporation Commission,
Richmond, Virzinia.
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Hon. S. V. Matthews, Commissioner of Banking, Charleston,
West Virginia,

Hon. M. C. Bergh, Banking Commissioner, Madison, Wisconsin,

Hon. Harry B. Henderson, State Examiber, Cheyenne, Wyoming,

”‘OM 0./&\/»01, M&LM&%(
Al Pie. Bewmons,
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A SKETCH OF A PLAN
for a BANK
THAT SHALL PROVIDE THE SAME FACILITIES
as the
BANK OF ENGLAND
BANK OF FRANCE
BANK CF GERMANY
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SKETCH of a plan for a Bank that shall provide
the same facilities as the Bank of England, Bank of France,
and the Bank of Germany.

The Capital shall be $250,000,000., or such smaller amount
as may be decided upon,

Branches to be located same as the present Sub-Treasuries
of the United States,

With power to locate other bran-
ches in cities having a population in excess of one
hundred thousand (100,000).

The Bank to be the depository of the United States Govern-
ment. (The Sub-Treasury system to be abolished) The
present buildings to be taken over by the Bank at a
valuation.

The Bank may issue its notes up to such an amount as they
may have gold or U. 8. Government Bonds on hand.

In time of need they may upon the consent of three-fourths
of the directors of the Central or Kain Uffice issue
their notes to the extent of $500,000,000. in excess
of the gold and Government Bonds they may hold, but
upon this over-issue they shall pay a tax to the
Treasury of the United States at the rate of five per
cent. (5%) a year,

It would not pay to have this
:\;r::::{.?ut except in times

The Bank to be a joint stock corporation in shares of §100.
or multiples of same. Any one may hold stock, but no
one shall hold in excess of $500,000. - Five hundred
thousand,

Banks in the City of New York to be limited in the amount
of circulation they may issue to the amount they had
Jamary 1, 1907,



8. The Bank to have 24 direotors, all resident in New York,
where the main office shall be, a 25th director to @
nominated by the Secretary of the Treasury. The di-
rectors to be chosen

ist By the Clearing House as to 8

2d By the Chamber of Commerce 8

3d By the Stockholders as to 8
No officer of a national bank shall be a director.
All directors shall own at least $50,0CC. of the
stock in their own right and free from or not used
for loans,

9. The Bank to handle all Govermment business without charge

and to be free from all taxation.

10. In any city where a branch is located ne local Board of
7, who are to be of an advisory character, shall be
nom§nated by the Clearing House of that City in con-
nection with the Board of Trade.

11. The Government to receive no more gold and issue their
notes against same, A4ll gold in the future to be
handled by the Bank, except for coinage, which, as
now, to be in the hands of the Government, but only
as manufacturers,

12, The present issue of the legal tenders to be continual.

The Treasury to retain the $150,000,000, gold reserve.
The same also applies to the silver and notes against
the same.

i3, The presemt system of national banks to be retained as now

14. The Bank to be the custodian of the 5% redemption funds fer
the banks.

15, The ned profits of the Bank to the extemt of 5% on the
Capital to be paid to the Stockholders, the excess
of 5% to be divided into two parts as follows:
lst Ome-~half to the surplus fund account till the

same shall amount to 20% of the Capital-<then
after at the discretion of the officers.
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2d COne-half to go to a special fund till it shall

amount to $50,00C,000. which ie to be a fund
from which the shortage in assets of failed
national banks may be paid. This fund to be
kept as near this amount as possible. The
assets of failed banks to include the liabil-
ities of the stockholders. When this fund
amounts to the §50,000,00C. then the excess

or surplus to go to the Surplus Account or ¥und.

If I am correctly informed, the banks in England have foum
that sbout 12% of their deposite for reserve ie enough
in all ordinary times; anything about this is a
matter of extra precaution,

Banks may keep 40% of their reserve in this bank as a
deposit,

The Bank may lend on or discount good commercial paper,
with a signature and two endorsers. No paper to be
longer than four months date.

Preference as to short time paper.

The Bank to buy all gold offered to it «t a standard price
and may sell it at such price as they may consider
vise.

The Bank may make an official rate for & scounting paper,
advancing or decreasing this as they may consider wise,
toc enable them to protect the money market.

In making loans the Bank ehall give preference to loans

made on commercial paper as is done by the Bank of
France.

The basio idea is that this bank shall at all times
help the commercial community in preference to loan-
ing on the stock exchange as ie done by the Bank of
France and that of Germany.



THE REGULATION OF CURRENCY,

The original Greenback Theory was: "Money Equal to the Wants of
Trade", This theory, which was never sound in principle, was persist-
ently resisted by the banks., Now the banks as persistently favor it.

Proposals for determining what the "Wants of Trade" require varied
then as they vary now. Some proposed the issue of currency on land. The
original Greenbackers proposed to have greenbacks issued on any"good
security® to the extent it might be called for. This is, in substance,
Lawism., John Law, a Scotchman, in 1705 published his proposal for supply-
ing Scotland with cheap money, The fundamental principle in his scheme
was this: "Any thing that has value in money may be made money equal to
its value". Land, he said, has undisputed value amnd is, therefore, the
safest of all things to base money on, France was captivated by this
scheme for making money abundant, and three years after its first publi-
cation adopted it, and the Mississippi Bubble was the result.

Sixty-nine years later the National Assembly, not satisfied with
their first attempt at making money abundant and cheap by basing its
issue on land, made a second attempt, under the influence of Mirabeau,
and had their experience in the French Assignats, which, according to
Mirabeau, could not depreciate "because they represented real property =
the solidest of all poesessions - the land upon which we tread"., But the
result was, if possible, worse than the Missiseippi Bubble.

The present banking principle of regulating currency by basing it on
bonds is at bottom the same principle, although its application is hedged
4bout by checks and limitations that prevent the excesses that have proven
80 disastrous in this and other countries.

Ricardo, in his testimony given before the Secret Committee of the
House of Commons of 1619, states very clearly and forcibly the defect in
all schemes for meking currency issues safe by making final payment
fSecure, without any regulating principle by which the guantity - upon
Which their value depends - is governed. He says:

Iaia vetors She DUATE, adon Febe. cheirrie ayon rr

fallacy. The exclusive object of these systems is to obtain
for the paper currency to be issued under them & greater

N

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

N ]



Qe

degree of security than that which is supposed to attach &t

present to the notes of the Bank of England. This end the

authors of these schemes generally propose to accomplish by

contrivances which they deem to be extremely ingenious, but

which always resolve themselves into the simple plan of making

property of some kind or other the basis of circulation.

Sometimes the plan suggested proposes to issue a paper

currency against the security of land,

sometimes against the security of the public debdbt, and

sometimes against merchandise in the docks; but, having

provided for the gsecurity of the notes, the plan generally

terminates at this point: the projector apparently conceiving

hmxidas that he has satisfied all the desiderata of a good

paper currency, although he has introduced no specific

measure for regulating the amount of that currency and

maintaining its value relut!vegg to the currency of the other

countries of the world.,"

The various plans for currency reform talked of in the press are all
like those described in the above quotation from Ricardo. They look only
to security of final payment without regard to guantity, upon which the
yalue of the currency they propose to issue depends, and seem cblivious
as to the effect of such currency on price levels. But the necessary
effect of such issues of currency is to raise prices and thereby increase
the stammmit need for more currency to do the same business. Double prices
and, of course, the demand for currency to do the same business will be
doubleds It is impossible, therefore, to satisfy the demand for a cur=-
rency the effect of which is constantly to carry prices up, for the high~
er prices go the larger the volume of money required.

The price level for the world in little more than a decade, (not
taking into account sudden changes in certain stocks on the stock
exchange) according to tables given by the London Economist and our own
Bureau of Statistics - due to the increased production of gold and the
currency issued on top of the gold - has been 25 per cent. or more for
England, and 3% per cent, for the United States. In other words, money
has depreciated in that ratio, for a rise of prices and the depreciation
of money are absolutely one and the same fact. The President, in his
Message to Congress, gives the per capita of currency in IBjEZ’ls $21.5ﬂ",
and now as $33.ﬁj£. And in this connection too much stress cannot be laid
on this fundamental principle: that the money of a country cannot be
permanently increased, beyond the increase of population and wealth,

without raising prices and depreciating the money.
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Among the plans presented to Congress for increasing the currency
volume, that most talked of is what is known as the "Fowler Bill". This
plan proposes the issue of an "emergency currency"; this currency to go
into use the same as other currency, circulate the same, pay debts the
same, but under the imposition of an increasing tax which is to continue
until all of this particular class of notes are returned to the Treasury
to be cancelled. Suppose, under this plan, & bank puts out §$100,000,00
of such "emergency currency". Of course it will be loaned out and go into
circulation, 8Some of it will go, perhaps, to distant parts of the
country, get into other banks, and into the hands of the people, who will
have no interest in its return, They do not pay the tax. They have paid
for the money when they borrowed it, and one kind of money is as good to
pay their debts when they fall due as another, Hence there is no certain-
ty when the bankf will get back the currency it issued - some of it pos-
sibly not for years - but the bank must pay interest on any part that
remains out until it is returned to the Treasury and cancelled. It
therefore does not seem possible that this plan will ever be agreed to
even by the banks.

HOW CURRENCY CAN BE MADE ELASTIC.

What then can be done to supply currency for that larger volume of

business at certain seasons over the needs for other seasons; that is,

provide for a larger number of transactions at one time than at another,

~ without at the same time permanently raising prices ard increasing the

cost of living? We know of no way, nor do we believe any way has ever
been found in any country, except that embraced in the principle of the
Peel Act of 1844, and modifications of this act as embraced in the State

. and Imperial Banks of France and Germany.

A CENTRAL NATIONAL BANK.

Establish a Central National Bank, to be under the control of the
Government, but with representation on the Board of Control for the banks
and the people,

Authorize National Banks, when extraordinary demands are made upon
them for credit or currency, to deposit acceptable securities with the
Central National Bank and thereby obtain such credit as they may need to

meet exigencies, or satisfy the larger demend for money at one secson as
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compared with amother, For this credit, the banks should be required 1
pay interest, as in France and Germany, 9E,§,EEEEEF ucalﬁ;gggggjponding
to the amount asked for., A large part of such ore;;;“;;ﬁld b§ ERtaatf
érr--ct in clearing house settlements and in that way be extinguished,
but to such extent as might be necessary, the Central National Bank should
be authorized to issue lawful money. When the emergency which calls for
this credit or currency passes by, banks can stop interest - beginning
with the highest rate - by sending to the Central National Bank lawful
money, - gold, silver, gold and silver certificates, greenbacks, or other
forms of current money.

In that way, and in no other that has ever had the approval of
conservative economists, cam a currency volume be gade "elastic" without
permanently affecting prices.

As, in the Bank Act of 1844, an amount of “uncovered" currency, de-
clared to be not more than the trade of the country would prefer in that
form to gold, was allowed to remain; so in this country an amount of
legal tender currency, under the law as laid down by Albert Gallatin,-
that such volume should never be allowed to exceed the volume of gold and
silver that would come here and stay here if there was no other currency -
might safely be allowed to remain in circulation permanently and be in-
creased from time to time as population and wealth increases. But in
measuring wealth, care must be taken not to allow the measure of wealth
to be lowered in value; for wealth can no more be increased by depreci-
ating the dollars that measure wealth than territorial dimensions can be
increased by shortening the links in the surveyor's chain., The lack of
attention to this fact by our Bureau of Statistics has led already to
large over-estimates of our national wealth, In other words, as John
Locke said, "the change is in the measure and not in the goods". And
certainly the question of highest importance in dealing with the problem
of currency is to secure the greatest possible stability of wvalue, for

nothing m oduces greater wrong to a people than an alteration in the
value of money.

{
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CURRFENCY CO!LM1SSION OF THE AMERICAN BANKERS' ASSOCIATION ,

ADDITIONAL RECOMMENDATIONS
ADOPTTD AT THE MEETING AT THE NEW WILLARD HOTEL
WASHINGTON, D. C.
MONDAY, MARCH 27, 1911,

TO BE PRESENTED TO THE MONETARY COMIIISSION.

Moved by Mr. Talbert, seconded by lr. George M. Reynolds,
and agreed to:

That under the heading "Charter and Location", the second
paragraph should read:

"The country shall be divided into fifteen districts to be
named in the bill prepared by the Monetary Commission, and a
branch of the reserve association shall be located in each
district, the location thereof to be determined by the directi-
ors of the national reserve association."

Moved by Mr. Wade, seconded and agreed to:

That to the secbion under the heading "Directors of Local
Associations", there be added the following paragraph:

"That each local association, branch and the national reserve
association itself, shall have by-laws which, among other
things, shall nrovide a method of filling vacancies on the
respective Doards of directors,”
or words to that effect.

Moved by Mr. licCord, seconded and agreed to:

"That the clause be interlined providing in effect that
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local associations shall have corporate powars.®

Suggested by Ur. Talboert:

1t is suggested that the directors of each district shall
elect one director of the central reserve assod ation, and at
the same time shall nominate one voting representative, thereby
creating a voting representation of fifteen, who shall have
the power to nominate the fwelve dirsciors urovided for in
paragraph 3.

Sugzested by Mr. Talbert:

fhat the eighth paragraph, under the heading "Directors of
the Reserve Association™ be amended by inserting the words
"from their number" so that it will read:

"The directors of the reserve association shall annually
elect from their number™ an executive committee and such other
committees as the by-laws of the reserve association may pro-
vide," etcetera.

Hoved by Mr. Talbert, seconded by Mr. George Ii. Reynolds,
and agreed to:

"That it be suggested to the Honetary Comnission that in
regard to the appointment of the executive officers of the
reserve association, the power to appoint and to remove the
governor and deputy governors be left in the hands of the
board of directors.

¥r. Wexler: That means, of course, a majority of the
Board of Directors?

The Chairman: Cextainly.

Federal Reserve Bank of St. Louis -
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Sugrested and agreed to that under the heading "Functions
of National Banks", in the second paragraph on page 17, the
words "a new" be stricken out and the word "another" be in-
serted, so that the paragraph will read:

"There shall be established another class of national banks,
to be knowvm by a specifically designated name," etcctera.

Suggested by Mr. Drake, seconded and agreed to, that under
the heading "Note Issues"™ in the second linec the words "of
bank notes by national banks" he amended to read "of bank
notes by any national bank", so that the paragraph will read:

"There is hereafter to be no further issue, beyond the
amount now outstanding, of bank notes by any national bank."

Suggested by Mr. Wexler and Hr. Talbert, and agreed to:

"That we regard it as a menace to the future prospects of
the Reserve Association if it should take over “he enormous
anount of bonds proposed, at the price stated therein, unless
some definite plan for the refum ing of thoss bonds shall have
been worked out.bcforoshand,and the Govermment definitely com-
mitted to that plan.

"Suggested by Mr. Talbert and agreed to:

That the third paragraph, under the heading "lote lssues"
be amended by inaertiﬁg after the words "of outstanding notes
secured thereby", the words "circulating notes issued to re-
place existing national-bank notes shall be free of all taxa-

tion," so that it will read:

Federal Reserve Bank of St. Louis | ]



“The reserve Association shall take over these bonds with
the equivalent currency privilege atfached and assume re-
sponsibility for the redemption (upon presentation) of out-
standing notes secured thereby. Circulating notes igssued to
replace existing national bank notes shall be free of all

taxation.®
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In conformity with the suggestion made at the lust meeting of

O
the Nutional Monetury Comanission I have prepared a tentaive outline

] !
il P -
i:. b I’-.':-"

of . plan for the revision of our national banking legislation,
which I beg herewith to submit to the Commission. In deing this
it has been my aim to suggest changes in the national bunking act
which will make it responsive %o the demands of modern business.
=
,Lhe study which the Commission has ziven to this subject has, I be-

lieve, led irresistibly to the conclusion that our present bvanking
Wtrech ormn fk"“rfiliiim:;‘ --Jffluw OV by SR VED P s
system no% only fails compldtely under stress and in the presence ﬁf :
A Vf-_\

of unusual demande upon its rescurces, but has been found inade- -
quate and unresponsive even under the ordinary conditions of busi- e
ness.

The suirestions submitted herewiih ure deduedtdons whichnlﬁaive

(4]

f the twe years of study whieh- 1N TOmMMH 9900
has given this subject, and are formulated in the lisht of ihe
reat mass of information which it has cathered respeciing both our

own banking svstem and needs and the experience and practices of

foreisn countries,

If T aa right in believfing that 3 a -

sicn hus given the subjectisheerss. no-deubi that the present law

has become obsolete, there is, “hen, no room for argument in regard

to the necessity for modernizing the law. Assuming such to be

v B
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the case it nmust be our aim to accomplish the result by means which

will, in the 1largest degree possible, leave undisturbed existing

conditions, It should be our aim to liberalize the present na-

tional banking act and to add To it such features as are deemed

essential, rather than to formulate any plan which will fundamnen=

tally changce our present system.

In the light of our experience it is obvious that one of the

principal needs is to find some method for the unification of our

present banking institutions into one comprehensive systiem. In

other countries we have found thatl reserves are concentrated and

used freely in any direction where needed. Under our faulty sys-

tem reserves are so0 scattered as to be unavailable in time of trouble

either for purposes of assistance or defence,

The result of our law has been Lo create a hanking system made

up of a great number of isolated units, each working within a li-

mited cirecle, and each of necessity governed by its own immediate

interests without reference to what would be for the greatest zood

of all, While trhe intelligent managers of individual banks may

fully recognize the necessity of greater cooperation, they are,

under the luw, powerless to effect it,.

If we can so0 amend the present national banking act as to per-

mit the formation of an association of all the banks of the country
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to meet these needs, we shall have gone a long way towards solving
the problem which is before us. If then in addition we provide
a more scientific basis for bank note circulation so that the vol-
ume of circulation will be responsive to the ne=ds of bus iness, we
shall, I believe, have met the two main requirements of a sat isfac-
tory solution. In addition to that, if we can aid in creating a
discount market in this countr sgimilar to the discount markets in
Europe, se¢ thuat the most liquid portion of our bank funds will not
of necessity be forced to such u large degree as at present into the
maxing of call loans upon atock exchange collateral, but will in-
stead be available for the needs of commercial business, we shall
have so broadened our bankinz methods as to bring incalculable
benefit to the commercial life ¢f the country.

I believe that the ~onc}jusions which I present herewith meet
those conditions, and that the orzunization which it is proposed to
create will bring the benefits which we scek without run ing any

risk of creating a financial institution which can be controlled

by ambitious monetary interests or dominated by politicual influence,
While we have found much that is admirable in the operat ion of

the various government banks of Europe none of them is applicuble

to our needs here. The good results which they obtain can, I be=

lieve, be reached without the creation of such a central bank. 3 L

frel that the plan which is proposed reachas those results without
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being open to the objections which my well be brought against such
an institution,

The plan which is here presented makes no claim to being worked
out to a definitive fomm, I recognize that can be done only after
it has received the consideration of the Commission and has been
studies with care in all parts of the country. Discussion will
certainly modify and improve its details.

In its main features, however, it will,in my opinion, meet
the necessary requirements, and I offer it to vou for that further

consideration which it must now have.
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Gentlemen: We are a delegation appointed hy The Land Currency
League to present for your consideration what we believe to he a cor-
rect theory of currency. Our purpose in seeking this audience is to
impress you with its importance, and to convine you if possible that ,

at last, we have the true solution of the currency problem.

Our conclusions are the result of an extended investigation of the
subject, covering a period of many years, prosecuted along new lines of
researche They prove conclusively that the knowledge of the most én-
lightened legislateks of the age concerning the science of money is of
the most superficial character. This conclusion is in a measure justi-
fied by the fact that after a national existence of upward of 116 years
we find ourselves embarrassed with a fiscal system that is unequal to
the task of employing our full powers of production, of equitably dis-
tributing the fruit of industry, or of preventing a frequent recurrence

of disastrous financial panics.

We cannot hope in a single interview to convince you of the valid-
ity of our theory. To elucidate 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 I will briefly outline the new
philosophy and give the reasoning upon which our most remarkable claim

is based.

We claim that society needlessly pays interest for the use of a
circulating medium; and that the compulsory pragctice of compensating the

individual for the use of currency, as an exchange medium, is avoidable.

Our contention is that owners of wealth should not compel themselves
to compensate the individual for the use of a legal-tender representa-
tive of wealth,and that they would avoid the present interest charge
could they obtain from Government, on application, a legal-tender rep-

resentative of the wealth they now pledge as security to the usurer.
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We claim that our every economic ill is due to the faet 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
moniey is required to assist in effecting our exchanges. Statistics show

that fully 957 of pedorded exchanges are made with a credit substitute.

All money provided by Govermment for cormercial purposes is supplied
to the recipients without 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 in-

crease the money volume is to impair the value of the money unit,

An unwarranted fear of a depreciated curreney prohibits a suffi-

cient volume of money and thus prevents a just division of product.

Our investigation satisfies us that ahsolute money - paper or spe=-
cie - does not, in fact, fluctuate in value, but that it at all times
accurately reflects and represents the fluctuating value of the arti-
cles for which it is exchanged. Hence if legal-tender paper is issued
for currency purposes only against individual wealth, the supply may

equal our commercial needs without fear of depreciation,

It 1s true that an advance in prices frequently follows gmaterial
increase in the volume of the circulating medium. The result however is
not due to a cheapening of the money unit, but to a natural increase in
the value of certain commodities - commodities for which there is an

increased demand; a demand born of a new ability to purchase. The in-

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



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

crease in value 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 hecome normal when the new demand is
satisfieds We claim that quality, not quantity, determines the value of

money,

Regardless however of what is known as the "quantitative" theory
of money, we claim that the currency volume may safely be increased to
the extent we propose because the measure we suggeat would simply sub-
stitute one form of Eirculating medium for another (cash for credit) with-
out augmenting the volume of that with which our business is now tran-

sacted, and therefore would not disturb prices.

The only persons who can now call new money into existence to meet
the demands of an expanding commerce are owners of wealth in the form of
gold bullion and U. S. honds. All other wealth-owners are unwisely
denied the essential privilege of mometizing their wealth for currency
purposes by the certificate process. The result is an enormous curren-
cy deficit of not less than twelve hillion 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. We propose
to cure our financial 1lls by substituting cash for the credit constit-
uent of our circulating medium. This can he done we claim without de-
parting from the present method of suppling currency for commercial
purposes. We propose to extend the privilege of calling new money into
existence (which is now exercised exclusively by owners of gold bullion
and national bonds) to the owners of productive real estate - our most

stable form of wealthe
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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 éurrency required by a direct issue to money users, on demand,

of a legal=tender representative of their wealth.

The underlying principle of the proposed system is that apl forms
of wealth are equally entitled to a currency representative in the na=-
tion's circulation on application of the owner, We claim however that
the interests of society will be as well served, and the system simpli-
fied, by confining the currency issue to owners of stable or permanent
forms of wealth. To monetize land values we claim will destroy the ex-
isting currency monopoly, gnd the indirect benefit to all will equal
the direct benefit 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 private funds and the

credit substitute, should there hea demand for it,

The new system assumes that the legal-tender function alone sus-
tains the value of money, and that commodity value has nothing whatever
to do in sustaining the money value; that money is a legislative device
whose value as gn exchange medium necessarily equals its value for dis-

charging comtract obligations.

Evidence of the validity of this principle is found in the fact
that gold coin would not circulate at par for a moment were it divested
of its debt-paying power, and that our standard silver coins circulate
at par for the reason alone that they are invested with the lwgal=-
tender quality. It is obvious therefore that the legal-tender attribute
is the money attribute of a nation's currency - whether gold, silver or

paper,
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As our congressional representatives, and as members of the re-
cently appointed Monetary Commission, we ask you to thoroughly investi-
gate this new theory, and especially our claim that real money does not
fluctuate in value. To realize this momentous truth is to perceive
that a legal-tender representative of wealth may with advantage and
entire safety be issued, on application, to the owners of stable forms

of wealth at cost of issue.

I camot but believe that the appointment at this time of a Mone-
tary Cormission to whose searching scrutiny this revelation in economics
can he submitted will prove of the greatest possible benefit to the
human family.

We trust that upon reflection you may see your way clear to com-
mend this promising theory and the simple remedy we suggest as worthy

the serious consideration of the Monetary Commission.

We have formulated a measure of which we will furnish you copies
embodying our recompfendations which sets forth the pAkn for carrying
them into effect.
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, THE NEW CURRENCY LAW

= Proposed by———

THE LAND CURRENCY LEAGUE OF THE UNITED STATES

TO PROVIDE A VOLUME OF NATIONAL CURRENCY EQUAL TO THE NEEDS OF COMMERCE:
TO SUBSTITUTE CASH FOR THE CREDIT INGREDIENT OF OUR CIRCULATING MEDIUM:
TO ABOLISH THE CUSTOM OF PAYING “INTEREST"” FOR THE USE OF A MEDIUM OF EXCHANGE:

AN ACT TO MONETIZE LAND VALUES FOR CURRENCY PURPOSES
BY THE CERTIFICATE PROCESS.

Be it enacted by the Senate and House of Representatives of
the United States in Congress assembled :-

SECTION 1. That from and after the passage of this act,
any person having possession and ownership in fee simple of any
improved real estate in any state of the United States, by a clear,
obvious and perfect title, and who is competent to convey the
same, shall, upon the conditions herecinafter prescribed, be entitled
to receive on demand from the Treasurer of the United States an
issue of full legal-tender papar money to an amount not exceedin
the present assessad valuation of the lot or tract upon which suc
issue shall ba desired; providad that such assessment is made on the
basis of less than forty per cent of the value of the property
assessed; the money so issued to constitute the legalized represen-
tative of the value thus monetized for currency purposes, and to
be a legal-tender at its face value in payment of all debts, public
and private.

SECTION 2. To carry into effect the provisions of this act,
the president, by and with the consent of th2 senate, shall appoint
in each congressional district a residant commissioner, learned in
the law, and duly entitled to practice in the supreme court of the
state in which {lﬁ resides, who, as fiscal agent of the national
treasury, shall transact the business ren}uired of him b,
and to whom applications for an issue of currency on real estate in
his district shall be made; and he shall receive as compensation for

is services a salary of two thousand and four hundred dollars
annually.

i SECTION 3. To obtain an issue of currency under this act,
the a
in which his realty is locatad an application in writing, setting
forth: ;1) The nama in full and post oifice address of the applicant
—and of consort, if married; (2) the legal description of the lot or
tract of land for which a currency representative is desired; (3)
the county and state in which the samz is located; (4) the nature
and value of the improvem ts; &3} tha valae of the land exclusive
of improvemants; (6) the offizial valuation of the premises for
taxation for the year 1907 as evidence by the public records of the
county within which it is situated; (7) the amount of currency
desired. A written abstract, certified by the {)roper custodians of
the records of the sam2, showing the applicant to have such title
to the real estate described as is required by the first section of
this act, shall accompany each application.

_SECTION 4. It shall be the duty of the commissioner to ex-
amine, in the order in which they are received, all ::Eplications and
the real estate described therain: he shall verif e corrections,
truth and sufficiency of the representations made, and the suffi-
ciency of the respactive titles; he shall reject all cases of unpro-
ductive real estate, and all cases of excessive valuation, and
certify to the Treasurer of the United States such applications,
with the accompanying title abstract as he finds to conform with
the provisions of this act; and where it shall appear from an ex-
amination of ths premises against which an issue of currency is
a?phed for, that the value of the improvements exceeds the value
of the land, the issue of currency thercon shall not exceed such a

this act,

proportion of the assessed value of the pramises as the value of the
realty, exclusive of improvements, bears to the total assessed value,
SECTION 5. It shall be the duty of the United States Treas-

urer to cause all applications regularly submitted to him to be
examined by expart examiners qualified to pass upon the validity
of the same, and to endorse his approval upon such as are in ac-
cordance with this act. Such Treasurer shall file and keep a
record of applications thus approved, and shall transmit to the
propar commissioner, and to the applicant, official notice of such
approval or disapproval.

plicant must file with the commissioner for the district with- | P

SECTION 6. The commissioner, ug)on receiving official noti-
fication of the Treasurer’s approval of any application made to
him, shall, if the condition of the title remains unchanged, take a
written obligation, or mortgage on the real estate, duly executed
bf the applicant. and jointly with the husband or wife of the ap-
plicant, if married, in favor of the United States, with conditions
and provisions as follows: 1. That a sum equivalent to the curren-
cy received by the applicant shall be returned to the United States

reasury when the same shall no longer be desired for use as a
circulating medium. 2. That until such currency is returned the
aﬁ:plicant his heirs or assigns, will pay to the national treasury on
the first &ay of each year a tax, or charge equal to two per cent
per annum on the amount of currency received. 3. That the
obligation thus executed shall constitute a first and primary lien
upon the realty described, until the conditions of the same are
duly complied with. 4. That so long as the payment of said tax
of two per cent per annum on the currency received by the appli-
cant shall be promptly made, the obligation shall not mature; but
in case of default of any such annual payment at the mat.uritF
thereof, such obligation shall be subject to foreclosure for the full
amount thereof, and the premises upon which the obligation is a
lien may be sold to satisfy the same.

SECTION 7. Immediately upon the execution of such obli-
gation the commissioner shall make, and keep in his office for
public insﬁection, a registry of the same, duly indexed, which
registry shall impart notice to all persons of the contents thereof s
and the title and right so acquired by the United States shall be

rior and superior to any lien or claim of the state or any mun-
1ci',;aeléty thercof, and of all persons whatsoever subsequently ac-
quired.

SECTION 8. Upon the registration of such obligation the
commissioner shall return and certify the same to the Treasurer
of the United States who shall thereupon place to the credit of
the applicant on the books of the national treasury a sum equal to
the amount of his obligation; which credit shall be payable on de-
mand in a national currency to be provided by the Treasurer, of
denominations and designs corresponding to the present authorized
issue of United States asury notes. The Treasurer shall trans-
mit to the applicant a certificate of deposit, payable to his order,
for the amount of such credit, and in case of demand for the cur-
rency, the same may be transmitted by registered mail at the risk
of the person entitled thereto.

SECTION 9. Any owner of real estate against which a cur-
rency representative shall have been issued as herein provided
may, at his option, at any time after one year from the issuing of
the same, return the same into the national treasury, in sums equal
to one third, two thirds, or the full amount of the original issue, and
upon the sum so_returned the annual charge of two per cent shall
cease from the first day of the calendar month succeeding the date
of such payment. Upon rerayment of the full amount of the obli-
gation, the Treasurer shall execute a discharge thereof which
shall be entered in the registry of the proper county bie the com-
missioner of such district. Currency so returned ma reissued

under the provisions of this act, and when not needed for such re-
issue the Treasurer of the United Staes shall cause the same to be
destroyed.

SECTION 10. The revenues derived from the operation of this
act shall constitute a fund from which the expenses of maintaining
the system shall be paid, and should the receipts exceed the expen-
ditures, the surplus shall become available for the general ex-
penses of the government.

WHAT IS OUR CURRENCY DEFICIT?

It is a sum equal to the credit constituent of our present circulating medium—which consists of cash and credit—a bout one
part cash and five parts credit—as shown by the report of the Comptroller of the Currency, viz:

Total bank ‘‘deposits’’ (cash and credits)....................c0nves. R e #13, 000,000,000

Estimated cash not deposited in banks...............couuiiiiiiniiieininniiinrini, _ 1,700,000,
Total circulating medium...............covvvenninonn.. $14, 700,000,000
Estimated amount of coin and paper currency extant. .. 2,700,000,000
CURRENCY DEFICIT ......c.ovviiiiienenrnnnnnnnnn, £12, 000,000,000

The purpose of the foregoing measure is to supply this deficit—to perfect our currency system by providing national currency

direct from the government at actual cost of issue,
interest rates. The measure enacted into law will make

in lieu of the bank-credit checking accounts now provided by financiers at current
Money abundant—WITHOUT AFFECTING ITS VALUE. Only the uninformed will

question this momentous truth. Pndncho!‘.ﬁwﬂmhhnh.innmhdnhwdnpp!ynnddmht&ofdllqdm
mﬂ~mwm—hdwmw&Ammmdnlmm device, as an exchange medium, or for
I

conserving individual wealth.

= |
mmyacronmuummm-nymn.m An Hlustrated

Elncidating The Land

Pamphlet
Currency Theory sent post-paid on receipt of 25c. mmsmmmummmcvmcunu.ummu.\mm.m
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CONFIDENTIAL.
TO EDITORS: The following matter furnished by the National
Monetary Commission is released without further notice for

afternoon |
morning |

publication in the ‘ papers of

MELVILLE E. STONE,
General Manager,
The Associated Press.

CONFIDENTIAL.

TO EDITORS: The faith of the International News Service and
of the National News Association is pledged that no part of this
matter furnished by the National Monetary Commission shall be
published until

R. A. FARRELLY, General Manager,
International News Service.
National News Association.

CONFIDENTIAL.

EDITORS: The faith of the New York Sun Press Association
is pledged that no part of this matter furnished by the National
Monetary Commission shall be published until

E. A. FOWLER,
Washington Correspondent.

CONFIDENTIAL.

EDITORS: The faith of the United Press Associations is
pledged that no part of this matter furnished by the National
Monetary Commission shall be published until

ROY W. HOWARD,
Gen’l News Mgr. United Press Ass’ns.

CONFIDENTIAL.

TO EDITORS AND CORRESPONDENTS: The following
matter is furnished to you by the National Monetary Commission
on the express condition that no portion of or reference to it shall
be published before

ARTHUR B. SHELTON, Secretary,
National Monetary Commission.
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Messrs. John Claflin, Frank A. Vaaderlin, Charles Conant, Oscar S,
Straus and Prcfessor Johnson:-
Gentlemen: -
As your Cormittee has been appointcd to devise a

plan to prevent excessive fluctuations in interest rates, and to
secure stability in rates of discount, I would like to submit for
your consideration the following Amendments to our Banking Laws,viz:

lst. Autihorize the issue of Class "A" Treasury notes to
the holders of any series of Government Bonds to the par or face
value of the Donds, upcn the deposit of said 3onds with the Secre-
tary of the Treasury. The deposit to be for a period of not less
than thirty (30) days; interest on said Bonds duvring the time of
deposit to revert to the Government. Treasury notes Clags "A" to be

a full legal tender.

2nd. The Bonds so deposited to be reclaimed at any tine
after thirty (30) days upon pa;ment to the Secretary of the Treasury
of their face value in Treasury notes Class "A", together with int-

erest accrued during period of deposit.

Srd. Authorize National Banks to hold anr part of their
25ﬁ legal Reserve against deposits, in Covernment Boands, inasmuch
as said Government Bonds will be exchangeab1e43¥ Treasury notes
Class "A"™ upon demend, end may therefore be cocunted as cash.

The first point to be considered in any change in our
Currency Laws would seem to be the absolute and unquestioned
value of the security behind the new issue. This is fully covered
in the issue of these Class "A" Treasury notes, inasmuch as Govern-

ment Bonds are behind every note so issued.
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The question of security havine been eliminated, the ques-
tion of elasticity must be considered.

It can readily be seen that any naterial advance in rates
would result in the holders of Government DBonds depositing them,
and securing legal tenders, thus increasing the currency, and pre-
venting excessive rates.

The 3rd Amendment authorizing National Banks to hold their
(257) twenty-five per cent lepgal reserve in Goverament Bonds, would
immediately releese a larpge swum of moner(approximately $250,000,000.
from Baniks 1n the Ilew York Clearing House alone) would result in an
expansion of the curreicy ver:r much to be dosired if it can be done
with safety, end would at the same time enable the City Banks to ob-
tain some interest on their Reserve, which they now have to hold
without interest, at the same time raying interest to the Country
Banks upon the entire amount of their deposits.

The ldeas above are respectfully submitted to your Com-
mittee for consideration, aund the writer would urge that the so-
called "Asset-Currency" proposision be not seriously considered,
inasmuch as the basis of any currency system must be confidence,
absolute confidence! Unfortunately confidence is a plant of very
tender growth, and the failure of four or five BPenks sinultaneocusly
mipght result in a wide-spread panic if "Asset-Currency" is adnpted,
whereas with a Covernment Bond behind every note, confidence would
not be shalken. The securicy of the currency should not be sacrificed
either to elasticity or expansion.

Very respectfully yours,
¢
by
\
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The monetary situation is, we rust admit, both difficult and
delicate, at least for great states. While they hesitate to retrace
their steps they do not dare to venture far on a new path. What is
to be done in this dilemma? The answer is very simple: to have re-
course to palliatives without number, palliatives of which no one
would have dreamed under other circumstances; to postpone all action
until a more propitious moment and prolong treaties which otherwise

"~ might become too embarrassing. Such, in substance, is the monetary
politics of our day, and such is the condition in which the monetary
guestion has been for almost eight years.

We must, however, mention here a fact which seems to attenuate
the gravity of the situation, at least in the eyes of a great many
people. This very curious fact itself is of a nature to mislead not
only the ignorant, but it seems that it makes this same situation to
appear in a plausible light to the best informed. We might almost
say that it lends thet situation a real raison d’etre., And be it re-
marked that this same fact is observable almost everywhere, despite
the economic lews which such an admiristration of monetary affairs
overthrows, by dealing a heavy blow at the fundamental principle of
the creation of money, a principle which requires that its nominal
value should be a faithful picture of its intrinsic value. We re-
fer to the new role given to the white metal in the actual order of
things. To perform the function of money, that is of international
money,. if the term had ever been understood in any other sense,- that
was no longer in season:; to do away with it entirely was impossible:

toc degrade i1t to the rank of simple divisional coin with legal tender
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power to a émall amount could irot be done: hence it became necessary
to invent something new. People went hunting in all directions and
at last came on the luminous idea of henceforth designating it by the
name of “internal” money.

It is in this order of ideas that there is now, first, inter-
national money, that is gold money of which all countries at all times
have endeavored to attract as great a guantity as possible to themselves,
and which may be legal tender to any amount. Next comes “internal”
money, that is current silver coins, essentially the same as the other
with this exception that it cannot travel from Calais to Dover without
becoming sea sick, and without becoming in fact completely incapable
of serving as money at the place of its destination. To say nothing
of a sea voyage of so short a distance, this valiant money cannot even
g0 over a much more convenient road between Nancy and Strasburg, ér be-
tween Liege and Aix-la-Chapelle, for instance; for no country any long-
er recognizes the silver money of the other. Lastly we have the small
silver coin with restricted legal tender power, to whicih we must add
nickel and bronze or copper, all these coins playing, of course, a very
modest part in monetary systems.

This internal money scared a great many minds. High science [we
need scarcely say] rejected it entirely, and routine theory would havé
nothing to do with it. But, nevertheless, in practice it worked well.
And this will last a long time more. Tt will last to the day when, for
Some reason or another, serious perturbations will be produced in the
great commercial centres, till the day when one of the countries under
the famous regime of the “Limping Stendard”, not possessing a suf-’
dicient quantity of international coin will see 1tself exposed on that

account to demands which it will not be able to meet. Then vigorous




action will have to be taken, and in this way an intense crisis must
break forth in the financial and commercial world. It is still time
to combat it and even conjure it forever by the common action of the
most important countries. But it ie absolutely necessary that the
great countries, that is Fngland, as well as France, Germeny and the
United States, should teke part in it. Any other solution of the
monetary problem is impossible, and no attempt in future shoulcd be
made to solve it in any other way, for such an attempt would most cer-'
tainly fail.

And just here arises the question whether France, Germany and the
United States woulc not suffice to constitute an international bi-
metallic union, powerful enough to bring the restoration of silver to
a happy end. These countries would certainly succeed in it: but we
must ask ourselver what stability and what probability of success a
conference resulting from such a unicn would present, if the greatest
commercial country of the world, the country which by reason of its
colonial possessions is most interested in the matter, if, in a word,
England should take no part in it. To ask the question is to answer
it. A union consisting of three woulcd not continue in existence even
a year; it would break lcng before that, by the irresistible force of
events much more powerful than men.

Let us cast a glance at the aggregate of monetary affairs in the
world as they present themselves in reality, and let the reader follow
us in an examination of the monetery systems which come into play there.
It soon becomes apparent that they contein, by reason of their pro-
visions, the germ of serious obstacles, which, from the very first day
of the formation of a bi-metallic union, would take a form so unmis-

takeable that no body among those femiliar with all these details could
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be mistaken in their bearing. In looking at the monetary question in
this manner, we take as our starting point the restoration of the ratio
of 1-15 }% inserted in the program of the fraction of the bi-metallic
party which produces the chimerical corbination to which we have Just
alluded. This ratic, you know, accords with the rate of about 61 pence
per standard ounce at London [.925 finel, and it would therefore be
necessary by & coup d’etat both brutal and gigantic to bring the actual
price of 48 %é pence to the level lost almost thirteen years ago. Let
us admit, however, for a moment that the three countries attein this by
very clever and well-combined manoeuvres. What would be the result?
Simply this: several countries, such as China with a ratio of 1-18. 39,
equal to r7 }@ pence per ounce:; Japan with its ratic of 1-16.17, or

58 ?é pence; Mexico with that of 1-1¢ }%, or 57 pence; Turkey, where
they have now as a basis the ratio of 1-15.87, equal to 59 ?é pence;
above all Bolivia where the ratio is 1-17 9%, representing a rate of
exchange of 54 pence per ounce standard: and other states which have
for a long time manifested very decided tandencies tc go over to the
gold standard: woula seek, at the first favorable opportunity, to pro-
fit by the change made, and would thus place obstacles to the working
of the bi-metallic union consisting of three parties. These obstacles
wou)ld be all the more embarrassing, as people in these regions would

be always more disposed to take the word of command rather from London,
the greatest commercial centre of the world, than from other places
where a certein and regular market of the white metal has never been
able to establish itself. It would be useless to seek for support, this
time, in the fact that London would naturally have to bend before the
rates dictated by the mints of Paris, Rerlin and America, and to trans-

late these prices pure and simple into its own money. But to sap nothing
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of a lack of proper arrangements, a lack almost inevitable considering
the presence of so many considerable factors, the slightest defect might
greatly compromise the working in question which should naturally be
maintained even in its minutest detefls.

Besides, whence would come, under these circumstances, the power
necessary to carry all the quotetions of values made in silver to Lon-
don, where the arbitrage between the paper rupee and the Indian loans
and sterling is always on the qui vive, and to the bourses of the con-
tinent? These milliards of rupees and Austrian florins would never be
able to follow with equal pace the iactitious rise of the white metal,
and the consequence would be extravegant speculation to lower these
values, against purchases of those of the same category issued in gold
coin. Now such a speculation might very easily extend to silver bul-'
lion, and the bankers of India, China and the other silver-standard
countries might even become parties to 1t, by eventually furnishing
silver from their own stock to the Fnglish or Americans who, either
directly or on their own account would have sold silver to be deliver-'
ed at a future time to the bi-metallic union of three. To these opera-'
tions which offer, so to speak, no risk and are besides very legitimate,
there would be joined large drafts of Fngland, on Indie, on the Straits
Settlements, on China, and indeed on all the cauntries in which specu-'
lation on exchange or on the white metal itself might be combined in
one shape or another. These drafts renewed every three or six months
woula certainly take, to a great extent, the place of the remittances
to be made in silver, so that the metal would in fact be diverted from
its principal destination and would flow to the bi-metallic union of
three. Add to all this, that a great deal of capital in silver money
invested in the Indies would be withdrawa, if only for a while, by the
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English, who would certainly profit by the manna which would thus fall
into their hands, so to speak, from heaven; that the companies having
their capital in rupees, in dollars, in piastres, in tales, or in other
silver coins would convert it without loss of time into sterling:; that
the Hindoos themselves would grasp the mohurs, the bars and objects of
gold in general, suddenly placed within their reach by the formidable
decline of about 24 per cent, and that without looking any furtaer.
Many people in FEurope itself would stipulate that long-term loans should
be payable in gold, thus carrying mistrust into their own camp and
counteracting the arrangements made by the bi-metallic union of three.
Let no one accuse us of being too timorous in this respect.

Silver has been falling for thirteen years continually from &1
to 48 9@ pence per ounce. It would be strange, indeed, if, by a stroke
of the pen, it would be possible to put 1t back to its old level and
to keep it there without tne co-operation of the greatest commercial
country in the world, the country which has tne greatest interest in
its restoration and which will reap the greatest benefit from it.

With England tnere is absolutely notning to fear; India itself
might very well be included in such a2 union of four, and all specula-
tion in the white metal or on exchange would, from the start, lose its
Importance and its scope. Undertaken alone, the operation would be in
reality fated to receive a check, and would serve only to prove that
the bi-metallic union which would embrace England, France, Germany and
the United States,-' to which naturally the majority of other countries
would then ally themselves,-'was invincible. While 1t might not per-
haps constitute a perfect work, perfection not being of tnis world, it
certainly would give full satisfaction within the limits of the possible.

Be this as it may, we assert once more energetically that it is in this
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direction that the solution of the monetary question must be sought
for, 1f we wish to avold an end fatel and disastrous to all interests.
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depesits as g.reserve and they may count their 5-per cent redemption
fupd as a part of the same, and the banks located in reserve cities
may deposit 50 per cent of the remainder of their reserve in banks
in central reserve cities. There are three central reserve cities—New
York, Chicago and St. Louis. There are about forty other reserve
<ities.  According to the report of the condition of national banks on
Aug. 22, 1907, the amount of reserves held by all the national banks
._,4'13. the country was $1,121,358,395.”

’ _’P
7 ' SUGGESTIONS REGARDING CREDIT FUNDS FROM COLORADO.

C. D. Gurley, president of the Gurley Investment Company, of Den-
ver, Colorado, has sent to Senator Telier the following suggestions to
submit to the senate committee on banking and currency. The sug-
gestions made by Mr. Gurley are of a somewhat radical character, but
are designed along safe lines to prevent recurrences of money strin-
gency and panics.

The suggestions are as follows:

To authorize banks to discount notes payable and to be paid in
“Credit Funds,” as well as at present under law to discount notes pay-
able in cash or current funds. :

This would give two kinds of “funds” or deposits: Cash and Credit,
which may be kept in one account.

Credit Funds would be simply the borrowing of the bank’s credit
for deposit, with the names and collaterals demanded by the banker,
whereby the customer “A” may transfer by check all or any part of
such credit deposits to “B” and “B” to “C” and so on in an endless
<hain or circle.

Cash funds to consist solely of all forms of current money now
accepted by banks, and checks calling for cash.

Checks for credit funds to never be subject to payment in cash, but
always payable in credit. The words “Credit Funds” or “Cash Funds”
stamped on the face of the checks or drafts would state the “kind” of
funds drawn against. The hookkeeping would be simple.

In addition to the above:

At the request of the bank customer, and, solely at the option of
the banker, permit the conversion of credit funds into cash funds and
wice versa; charges (if any) to be under the supply and demand law
for such conversions.

At least, the volume of credit funds discounts of a bank to be
based upon the total capital and surplus, and mot on the volume of
deposits as at present. The former are steady, the latter fluctuating,
at times wildly.

The maximum volume of credit discounts for a bank is a detail,
safely fixed at from six to eight times the combined capital and surplus,

The end of the law for credit funds to be through the clearing
houses, similar to the enforced method at this writing resorted to,
hecause of its public safety, but as yet not sanctioned by law. Time
and experience would improve on this. If effective in storm why not
adopt it to prevent storm?

As the law stands no bank can pay 100 on urgent demand with
but 25 on hand in reserve cities and 15 on hand in non-reserve towns
and cities. We are now facing a condition when something akin to
100 may be needed to meet legal demands of depositors.

The statistics of the clearings show that 95 per cent in New York

A
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City, and 90 per cent average in the United States is credit banking
up to the moment of financial fear, but now the law says that the
depositor may instantly demand cash for his credit balance and hence
bank panics. :

I call your attention to the faet that if the reserves required for
all deposits average 20 per cent, it would take every dollar of legal
tender, and of credit money not legal, to comply with the law, leaving
no currency whatever for ninety millions of population. In other
words the total deposits in the United States approximate $15,000,-
000,000. The total of all kinds of legal and credit money is $3,000,-
000,000, or 20 per cent of the deposits. The deposits in 1890 were but
one-third of the present total; what will become of us a few vears
hence at the past rate of increase in deposits?

I recite the statistics to show that under thes 1w WG4 “uciem pro-
posed, 90to 95 per cent of the banking would continue to be credit
banking, but not subject to withdrawal in cash. This, in effect, is equiv-
alent to 100 per cent or a total elimination of bank panics.

If these suggestions were enacted into law, the present requirement
of “confidence” in order to do banking, would be forever abolished;
bank panics would be impossible; bank failures, under honest manage-
ment, unknown; financial fear would become a thing of the past; bank
liquidation, whenever desired, could be effected through the clearing
houses without a ripple of interest to the public; values would be
steady, and expansion of the country would be boundless,

It might be termed an evolution in banking, but upon right and
safe lines. The devices called money would then be restored to their
primitive intent, as an economical means of effecting exchanges and
for use as a legal tender.

BIG CEMENT DIVIDENDS.

The prosperity of Southwest cement plants and the dividend paying
possibilities of those industries is again demonstrated by the recent
dividend declared on the stock of the Western States Portland Cement
Co., located at Independence, Kansas, says the Mid-Continent. Two
hundred and five thousand dollars is now being distributed through
the Citizens National Bank of that place to stockholders who are
fortunate enough to have an interest in the great concrete works at
Independence. The works have been in existence a little over a year
and over $400,000 has been earned by the plant and given to the owners.

The company, besides the dividends distributed to its stockholders,
has accumulated a surplus which places it in an enviable financial
position. It is stated by a report of the company that the concer
has earned a net profit on its cost of over fifty per cent, or in othe
words, it has earned more than half of its original cost in a litt
over a year's time of operations.

The rapid increase in the demand for Partland cement and the wi..
margin between its cost of production and selling price will make
that industry to investors a very profitable field in which to invest
money. With careful and judicious managers at the head of concrete
manufacturing plants their earning power will be greater for many
vears to come on the capital invested than the same amount of money
could earn if invested in any other direction, and it would seem from
present indications that profits which come from the manufacture n’
cement will in the future increase instead of diminish. /
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C. B. HANSON

DICKINSON, N. D.
Farm Loans and Inbestments

Dakola Morfgages

To Net 6%

JOHN BLOODG®OOD

NEW SALEM, N. DAK.
REAL ESTATE & LOANS

ou can

I am in a position to place funds of non-
resident investors on Gilt-edge first mort-
gages on improved Farms in this locality to
net investors 5'2 to 6%. Security the
BEST. 100,000 acres of land for sale.
Write for information. References furn-
ished. Correspondence solicited.

We negotiate first mortgage loans on
improved Farms in Emmons County, N. D.
Business of non-resident investors solicited.
We can net you 6% with gilt-edge security.

Correspondence invited.

LINTON STATE BANK,
OF LINTON, NORTH DAKOTA.

If you want a safe investment
get it in this district in first mortgage Farm
loans.

I can negotiate loans for non-res\dents
to net investors 5!z to 6% ., -y

Security Gilt-edge. Large list of wild
and improved land for sale.

perience. Correspondence invited.

DENVER, COLO.

The W. E. Moses Realty
& Investment Co.

ESTABLISHED 1880

First Mortgage Loans on Irrigated
Lands » Specialty.

-City Property and Ranches for Sale.
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I. N. AULD,

ATTORNEY AND REAL ESTATE
BROKER,

OACOMA, SOUTH DAKOTA

First Mortgage Loans on farm lands in Lyman
County to net the investor 65 annual interest or
5% 9 semi-annual interest.

First class opportunities for investments along the
new lines of ;ailroad. between Chamberlain and
Rapid City.

en thousand acres of land on the Rosebud
Reservation for sale at price that will make money.
QOar~m: is the County Seat of Lyman County.

uiries cheerfully answered.
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THE CAPITALIZATION OF RAILWAYS.

The danger in unrestricted management of railroad properties and
the necessity for government control to prevent discrimination in rates
have been urged by Gov. Hoke Smith, of Georgia.

Governor Smith says there is no more important and difficult prob-
lem to be solved by the people of the United States than that of
transportation,

“Left without restraint,” he says, “the railroad companies can fix
the value of lands. They can determine the profits of merchants,
They can control the business of the manufacturer. They can make
and unmake towns and cities. The condition of dependence by the
pubkic.apon them _ncreases from day to day.

“A few years ago *he transportation companies were controlled by
many and varied interest. Now they are largely consolidated, and
several interests control nearly three-fourths of the entire railroad
mileage of the United States.

“These interests may be designated as syndicates under the names
of Harriman, Morgan and Hill, the Vanderbilts, the Moores, Gould,
the Pennsylvania and Rockefeller. While they conflict at times, their
struggles are in the matter of acquiring properties, not in the operation
of properties, and their conflicts result, not in better or cheaper trans-
portation, but in more stocks and bonds, upon which the public must
furnish money to pay dividends.

“The control of the railroads of the country has passed from
trained railroad operators to bankers, who speculate in railroad stocks.
A notable result of this condition is the withdrawal of authority from
the local management and local superintendence, the reduction of
salaries to those actually doing the work of transportation and the
dwarfing of the power and capacity of the men upon whose manage-
ment the public must immediately depend.

“The railroad properties of the United States are capitalized at
over $13,000,000,000. Careful estimates of their actual values show them
to be worth less than $6,000,000,000. The public, therefore, are being
called on to pay excessive rates for transportation to make interests
and dividends on $7,000,000,000 of watered stocks and bonds. These
bonds and stocks rest like a permanent mortgage on the industries of
those engaged in the various vocations of life.

“The transportation company is a public enterprise. The railroad
is built by the use of the State’s power of eminent domain, The public
is entitled to a voice in the charges which are made by the railroad

sympany for carrying passengers and freight. These charges must be
asonable and free from discriminations.

“The duties of a railroad company are dual; first, to the public;

and, to its stockholders.

“The public must look to the States and to the nation to protect

their rights. When we realize that over half the socks and bonds issued

by the railroad companies of the United States are speculations and
not based upon money actually invested in the properties, we see how
recklessly the rights of the public have been disregarded.

“Instead of exhausting the capacity of our transportation companies
to pay dividends on watered stocks and bonds, the public is entitled to
‘have all the money realized from the sale of stocks and bonds invested
in ‘the properties, Thereby the facilities of the transportation com-

panies should have been improved. The public is, furthermore, entitled
to a reduction in transportation charges as the volume of business
increased and the cost of service lessened.

“The remedy immediately before us must necessarily be to perfect
the legal authority in properly constituted agents to regulate and con-
trol, and then to enforce, through these agents, the rights of the public.

“The ratemaking power has been given to the National Railroad
Commission. We should not be afraid to place upon that commission
men sufficient in number to handle these questions. Their pay should
be ample, and a seat upon the National Railroad Commission should be
regarded as one fully as exalted as a seat upon the Supreme Court
bench of the United States.

“Additional powers should be given to the commissioners, Bonds
and stock issues upon interstate railroads should be submitted for their
approval, and none should be permitted unless the money derived from
their sale is to be spent upon the properties made liable for them,

“Transportation companies should not be permitted to load down
their properties with stocks and bonds for speculative purposes. The
railroad commission should have the fullest power to compel proper
facilities to be furnished. Any effort by railroad companies to retaliate
with a reduction of service or by.cutting pay of employes should be
met by severe personal punishment to the guilty officers. State com-
missions should be empowered with full authority in matters of
interstate transportation. Public sentiment should sustain State and
national commissions in the most vigorous enforcement of the duties
confided to them.”

MR. CORTELYOU'’S SUGGESTION TO CONGRESS.
Secretary Cortelyou, in presenting the financial situation to Congress

as he observes it through the workings of his ofﬁcc_, contents himself
with a most general, though emphatic, recommendation that action be
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Write for free Booklet No. 31
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J. A. WINTER,

General Manager Dayton Real Estate & Investment Co.,
611-612 U. B. BUILDING, DAYTON, OHIO.

Offers non-resident Investors unusual and attractive opportunities for
placing funds safely and profitably in glit-edge first mortgage loans in this
section of Ohlo and the City of Dayton. Correspondence desired.

References: Any bank In Daytcn.

MANITOBA
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Manager Bank of Toronto

W. A. DONAL.D
Barrister, etc. |

DONALD & FRASER

FINANCIAL AND LOAN AGENTS
PILOT MOUND, MAN.

We jcan negotiate exceptionally safe first mort-
age lbans, amply secured by the best Manitoba
farm'lands. to net the investor 5% annually.
During an active experience of twenty-seven years,
we have never suffered a loss in one of our farm
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P. O. Box 871.
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First mortgage loans on Farm and
City property.

JOHN ROSS & SON

References—Merchants Bank, Bank
of Nova Scotia or any of the thirteen
Banks doing business in the City

EDMONTON, ALTA.

Real Estate ana Loans

Why leave your money in the bank and only
get three or four per cent when we can place it for
ou where you can get nearly double the interest.
Ve can lend your money here on farm property on
first mon%ages which is the safest security possible
to get. The best security on earth is the earth
itself. We have for sale 100,000 acres virgin soil
in this district. Bank references. Write us for
maps and information.

Saltcoats Land & Debelopment (.
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Kennebec Land Co.
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D. M. Parrick
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safe and permanent investments, will find
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CEARTER 28310 LOCRTIODRG

It is proposed to charter the Reserve Association of
America, which will be the principal fiscal agent of the Government
of the UniteA States. The authorized capital of the Reserve Asso-
ciation s®==l be three hundred million dollaré. The length of its

charter shall be Tifty vears. The head office of the Association

shall te in Washington, D.C,

The couniry shall be divided into fifteen Districts, and a

Y&ﬁmch of the Reserve Association shall be located in each District.

The Keserve Associaticn and its Branches shall be exempt from
State and local taxation, except in respect to taxes upon real es-

tate owned by it.
CAPITAT.

Only national bhanks cof the 4w classes hereinafter pro-
vided for may subscribe tc the capital stock of the Reserve Asso-
ciation. A national bank having a minimum capital of at least
$25,000, may subscribe to an amount of capital stock of the Re-
serve Association equal to twenty per cent of the stock of the
subscribing national bvank, and not less, and each of such subscrib-
ing banks shall become a memher of a Local Assochtion as hereinaf-
ter provided for. Fifty per cent of the subscriptions to the cap-
ital stock of the Reserve Association shall be called in cash; the

balance of the subscriptions will remain a liability of the stock=-

holders subject to call.
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The capital stock of the Reserve Ass ciation will not be trans-
ferable, and under no circumsiances maéqggfﬁe owvned by any corpor-
ation, other than,6 the subscribing national bank, nor by any indi-
vidual, nor may ## be owned by any national bank in any other
amount than in the proportion here provided. TIn the case of a
national bank increasing its capital after it once becomes a sub=-
seriber to the stock of the Reserve Association, the national bank
shall thereupon subscribe for an additional amount of the capital
stock of the Reserve Association equal to twenty per cent of the
national bank's increase of caupital, paying therefor its then book
value, but only one-half cf this additional subscription will be
called in cash, as hereinbefore previded. In the event of a na-
tional bank which ig a holder of the capital stock of the Reserve
Associatio decreasinc its capital, it shall surrender a propor-
tionate arount of its holdings of the capital stock of the Reserve
Associatim; or if a national bank goes into liquidation, or de-
sires to withdraw, which it maﬁ do upon one year's notice, it shall
surrender all of its holdings of the capital stock of the Reserve
Association. The capital stock of the Reserve Association so sur-
rendered shall be cancelled, and the national bank thus surrender-
ing stock in the Reserve Association shall receive in payment
therefor a sum equal to the then book value, as shown on the bal-

ance sheet of +he Reserve Association, of the stock so surrendered.

EARNINGS AND DIVIDENDS.
The earnings of the Reserve Association shall be distributed
in the following manner:

After the payment of all expenses and taxes the stockholders
shall receive four per cent. Further earnings shall be divided,
one-half to go to the surplus of the Reserve Association until that
surpl s shall amount to twenty per cent of the paid in capital,

one-fourth to 2o to the Government, and one-fourth to the stock-
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holders; Dbut wien, the stociholders' dividends shall reach five
per cent they siall reeeive po- additional distribution, After the
stockholders receive five per cent the carnings shall be divided,
one-half to bé’added to the surplus of the Reserve Association and
one-half to ro to the Government. After the stockholders receive
five per.cent per amum and the surplus of the Reserve Association
amounts to twenty per cent of *he paid in capital, all yrﬁ EXCESS
earnings shall go to the Government. The minimum dividends to the

stockholders shall he cumulative.

LOCATL ASSOCIATIONS OF NATIONAL

BANKS.

/j&. J‘WHGEIL‘M? Faand Co -’h(«,é'f Le me‘f—p

-y T associations

of national hanks to be desicnated as Local Associations. Every
Local Association :gzggrhc composed of not less than ten banks,
and the corbined capital and surplus of the members of %h&ﬁ Local

Association shall argregate not less than five million dollars.

All the Local Associations shall be grouped intc fifteen di-
visions, to be called Districts. The territory included in the
Local Asscciations shall bhe so apportioned that every national bank
will be lccated within the boundaries of some Local Associatim.
Jvery subscribings national bank shall become a member of the Local

Association of the territory in which it is situated.
DIBREGCTORS OF LOOKIL AEBEBOCIAKATIONS.

Fach Local Association ghall elect annually a board of di-
rectors in the following manner;
The number of the directors may be de‘ermined by the by-
laws of the Local Associations. Three-fifths of thai number shall
be elected by ballot cast by the representatives of the banks that

are members of the Local Aspociation, each bank having one repre-

.org/
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sentative, and each representative one vote, without reference to
the size of the bank. Two-fifths of the whole number of directors
of the Tocal Association shall bhe elected by these same represen-
tatives of the several banks that are members cf the Asscciation,
but in voting for these additional direc‘ors each representative
shall be entitled to as many votes as the bank vhich he represents
holds shares in the Reserve Association. At such elections there
shall be no proxies. The authorized representative of a bank, as
herein provided, must be either the preé:}dent, vice-president,

or cashier, of the bank he represents.
DIRECTORSE OF =g BRAYC IS s=FFT.

As heretofore provided, all the Tocal Associations shall be
;Z&é;agifﬁf%b fifteen divisions, and ecach of these divisions shall
be designated a District. There shall be located in each District
a Branch of the Eeserve Association. ZFach of the fifteen Branches
of the Reserve Association shall have a board of directors and
those 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 Asscciation, In this manner there will thus he el-
ected as many directors of the Branch of the Keserve Association
as there may be Local Associations in the District in which that
Branch of the Heserve Association is located. In addition to that
number “here shall be elect:-d 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 clected in the
fol!'owing manner:

There shall be chosen by the banks compoesing each Local
Arsocié:}ion a voting representative or proxy holder. In choosing
such votinz representative each bank shall be entitled to as many
votes as 1t holds shares in the Reserve Association. The voting

representatives of the several Local Associations vhich formn a
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District shall then meet at the office of the Branch and elect an
additional number of directors of the Branch equal to two-thirds
of the number elected directly by the Local Associations; that is,
equal to two-thirds of the number of Local Associations composing
the District. Bach voting representative at such election shall
have a nunber of votes equal toc the number of shares in the Re-
serve Association held by all the banks composing the Local Asso-
ciation which he represents.

The first business of the board of the Branch, as thus con-
stituted, shall be to add to its nunbers by the c¢lection of an
additional number of directors equal to one-third the number of
Local Associations situated in the District., Such additional di-
rectors sifall, represent the industrial, comnercial, agricultural

A
ad other interests of the District, and shall not be officers of

pfestfons)

The board of directors of a Branch of the Reserve Association

hanks.

will thus be composed of,

First, a group of directors equal in number to the num-
ber of lLocal Associations camposing the District, and this group
shall be elected by the directors of the Local Association, each
director having one vote,;

Second, 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, agri-
cultural and other interests of the District, and elected by the
votes of the first two groups, cach director thus voting having one
vote; .

Fourth,‘F;e manager of the Branch shall be ex officio a
member of the board of directors of the Branch, and shall bYe

chairman of the bhoard.
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All the members of the board of directors of the Branch ex-
cept the ex officio member, shall, at the first meeting of the
board, ve classified into three classes, and the terms of office
of these three classes shall be, respectively, one, two, and three
years. Thereafter members of the board shall be elected for a term

of three years.

DIRECTORS OF THE RESERVE ASB8BOCIA-~
TEODR S

The Board of the Reserve Association shall consist of forty-
five Directors, and it shall be composed in the following manner:

First, six ex officio members, namely the Governor of
the Reserve Association, who shall be Chairman of the Board, two
Deputy Governors of the Reserve Asgsociation, the Secretary of the
Treasury, the Secretary of "ommerce and Labor, and the Comptiroller
of the Currency;

Second, Fifteen Directors to be elected one by the board
of directors of each Branch of the Reserve Association. They shall
be elected by hallot, each member of the -Branch board having one
vote, ?

Third, twelve Directors, who shall be elccted by voting
representatives, one representing the banks embraced in each Dis-
trict, Bach voting representative shall hawe a number 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, wno shs AFG resent the industrial, comiercial,
agricultural and other interests of the country, and who shall not

he officers of banks.

At the first meetinz of the Board all the members of the Board,
exge the ex officio membhers, shall be clasnified into three

classes, and the terms of office of these three classes shall be,
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respectively, one, two, and three years. Thereafter members of the

Board shall be elezcted for a term of three years.

No member of any national or State legislative body shall be
a Director of the Reserve Association, nor of any of the Branches,
Ao déwaﬂuijﬁftlu{62&4@ﬂadlilrﬂw

The Directors of the Reserve Association shall annually elect
an Executive Cormittee, and such other committees as the by-laws of
the Reserve As snociation may provide. The Executive Comuittee shall

mAAmL- Lol
consist of sawem mcembers, of which th. Governor of the Reserve As-

Zkva:ﬁtf wilaia ound
soc'ation shall be ex officio Chairman and thJAFomp roller of the
Currency ex officio w members.

The Executive Cormittee shall have all the authority which is

Yo vested Weww in the Board of Dirgctors, except sac _as ud.': e PﬁF W-’

' o et
cifically delegated by *kw Board,‘o_othur covai“wes( — ' 4/!

o -
he a Board of Supervision elected by the Board of
Directors from amonig its number, of which the Secretary of the

Treasury shall be ex officio Chairman.

EXIBECURIVE OFFRICERS oOr THE RESERVE

ASSOCIATION.

The Executive Officers of ithe Heserve Association shall con-

sist of a Governor, two Deputy Go.ernors, a Secretary, and such

T Jahﬂ}éﬂ~bﬂrvﬁgﬂaf’ : _ .
: otM®™ officers as may be provided by the by-laws. The Governor,
N Jeleots)

and D' puty Covernors, shall be evpmimti by the President of the
United States, from a list submitted by the Board of Directors, em

- - L)

: g - e. The Governor shall he gsubject
to removal by the President of the Unifted States for cause. The
term of off‘pe of the Deputies shall be seven years, but the Seewt
Deputies appointedrgor terms of four years and seven years,

respectively.
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In the absence of the Governor or his inability to act, the

point of service shall act as Governor.

Deputy who is senior in
EXECUTIVE CQFE ILIOCRBRS OF BRANCHES.

Each Branch shall have a manager and a deputy manager. They
shall be appointed by the Governor of the Reserve Association with

the approval of the Executive Committee.
The powers and di:ties of the manager and d eputy manager and
of the various cowmitiees of the Branches shall be prescribed by

the by-laws of the Reserve Assoclation.

FUNCTIONS oOF THE LOCATL

=
m

0OCIA-
TIONS.

Associa~-

Any member of g Tocal Asmociation may Hr”l"zk S
.~ ;{ - ‘
‘ion }ﬂ zuaranteefcamercial paper which it desi

4

es to rediscount
at the Branch of the Reserve Association in its District. / bank
LA

W receiving a guarantee from a Local Association wid payv s com-
mission to thé# Association, to be fixed from time to time by its
board of directors. The guarantee of the members of the Associa-
tion,in the event of loss, shall be met hy the members of the As-
sociation in the proportion to the ratio which their capital and
surplus bears to the asrrecate capiftal and surplus of the Local
Asscclation, and the commission receiyed for such guarantee, after

4 2 Dy .
distiributed amongz the

the payment of losses and expenses, .
several banks of the Local Asscciation in the same proportion.
-~
lﬁ local Associa‘tion’ shall have authority tc require additional se-

Q AL AL
Cti?ty froakh'nﬁi offering papecr for 3kéé§e€§h£ﬂ =

or may decline to grant the applieationcfur—guun.niae.
/%' ¢L,ﬂ"“‘ &,é' -
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FUNCTIONS 0OF THE REBERVE AS80CIA-
TITON »

All of the privileges and advantages of the Reserve Associa-
tion shall be equitably extended toc every national bhank of &ithar'

of the classes herein defined, who shall subscribe to its propor-

tion of the stock of the Reserve Association and shall sTIl to the

oD . ¢ ! now held T3 W
g

-

node-iasueyas-ereinat . ¢ ﬁﬁa&;ﬂdjﬂrwtf?nmandﬂh
it v ALY Gt '“*»*‘\—u-f e; Poie ﬁ\ oj" .
’ !

&S 2 L" - . -
The Government of the Unifed States, and those national banks

owning stock in the Reserve Association, shall be the sole depos-
itors in the Reserve Association. All domestic transactions %&%

+he Heserve Association shall be confined to the Government and the

i

subscribing banks, with the exception'of the purchase or sale of

Government or Sitate securities or securities of foreign governments,

agg of gold coin or bullion.

The Covernment of the United States swad+—deposit its cash
balance with the Reserve Association and thereafter all receipts of
the Covernment skell be deposited with the Reserve Association, or

(&wﬁuu wi‘h sucH na ional banks as the Government designates for that pur-
pose in cities Wwhere there is no Branch of the Heserve Association.

All disbursements by the Government shall be made through he Re-

serve Asscciation.
The Reserve Assscciation shall pay no interest gfon deposits.

The Reserve Association may rediscount notes and bills arising
I out of commercial transactions, for and with the endorsement of
any bank having a deposit with it. The amount so rediscounted
shall in no case exceed the capital of the bank applying for the
rediscount. Such notes and bills must have a maturity of not more

7. than ‘wenty-eight days and must have been made at least thirty days
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amount of such notes and %ills oearlw" the signature or endorsement
;? of any one person, company, cerporation or firm, rediscounted for
any one bank, shall at no tirme exceed ten per cent of the capital
and surplus of said hank.
2 lsa

The Reserve As® ciation mav rediscount for anv depositing bank
notes and bills, arising out of cé-rrrci;l transactions, having
more than twenty-eight days to run, but in that event the paper
must he guaranteed by the Local Association of which the bank ask-

ing for the rediscount is a member.

Whenever in the opinion of the Goverjmor of the Reserve Associa-
£u4d£ 3

tion the vpublic interests require, weeh opinion wee be concurred
in by the Executive Coumitiee of the Heserve Association and have
the definite approval of the Secretary ¢f the Treasury, the Re-
serve Association may discount the direct obligation of a deposit-
ing bank, endorsed by its Local Association, provided that the en-
dorsement of the Local Association shall bl}fw¢1red by the pledge
and deposit with it of satisfactory securities, which shall be held
by the Local Associatiopn for account, of the Reserve Association;

ﬁ-'fd" Lok

L BN b o el diionts T, et AN ﬂchasc shall the amount loaned %
L. [{,q_un\.f CL it g &ﬂa WA

exceed two-thirds of the actual value of the

el o+

The amount of swes guarantees by a Local Ars ;4?Qion Ve
A

A S

the Regserve Association 1aiebeses shall quﬁSi;hﬂa exceed the a-zre-
gate capital of the bankffomming the juaranteeing Association.
| PR -
The Reserve Association may, whenever its condifion g gencercl
financial conditions warrant such investment, purchase to a limited
amount from a depositing bank acceptances of banks or houses of

unquestioned financial responsibility. Such acceptances must arise
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from cormercial transactions and have a maturity not exceeding
ninety days, and &M{—ge of a charazter/'\frfﬁx in the market as
prime bills. Such acceptances shall bé%r the endorsement of the
depositing bank selling the same, which endorsement must be other

than that of the acceptor.

The Reserve Association may invest in Unit=d States bonds and
in short term oblipations, that is, obligations having not more
; 5
than one year to run, of the United States, &and of any State, or

of certain foreisn sovernments to be named W% the Act.

The Reserve Association shall have power at home and abroad
to deal in gold coin or bullion, to grant loans thereocn, and to
contract for loans of gold coin or bullion, giving, when necessary,

acceptable security for their repayment.

The Reserve Association shall have power to purchase from its
depositors, and to sell, with or without its endorsement, checks
.ﬁid bills of excﬁ&ﬁ%ﬁAin England, France, or Germany, and in such
other foreign countries as the Board of the leserve Association may
decide. These bills of exchange must arise from cormercial trans-
actions and be of a maturity not exceeding ninety days, and shall
bear the signatures of at least three res onsible parties, of which

the las’ one shall be that of a depositing bank.

The Reserve Association shall have power to open and maintain
bankinz accounts in foreicn countries, and fo establish agencies
in foreign countries, for the purpose of purchasing and selling
and collecting foreign bills of exchange, and it shall have author-
ity to buy and sell, through such agencies, prime foreign ©ills of
exchange arisinz from comercial transactions, run ing for a per-
iod not exceeding ninety cays, and bhearinc the signatures of res-

vonsible parties.
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DOMESTIC EXCHANGES.
Bnarohas

It shall be the duty of the Reaerve Aaso 125?03~ upon request,
to transfer any part of the deposit balance of any national bank
having an acoount with it, to the credit of any other bank having
an account with the Reserve Association., If a deposit balance is
transferred from the books of one Branch of the Reserve Association
to the books of another Branch, it may be done by mail or telegraph

upon terms to bhe fixed from time to time by the Txecutive Committee.
CHARTER REGHETS 0F NATIONAL BANKS

In addition to the rirhts now conferred by law, pLolkheuniiipy
nafional banks shall be authorized to accept commercial paper drawn
on them, having not more than ninety days tc run, properly secured,
and arising out of couercial transactions. The amount of such ac-

ceptances shall not exceed one-half the capital of the accepting

Atk

Gire-/dational banks authority to establish branches in the

bank.

city or town in whlch.they are located.

-If; ornasizatlon of hanks to conduct business in
foreisn countrieﬁl The s®ock of such banks may be held by national
hanks. The hank so organized may have an office in the United
States, but mew not compete with national banks for domestic bus-
iness not necessarily related to the business beins done in for-
eipn countries.

. here shall be established A new clasé'of national banks, to
be known aweeeser by a specific#lly desirnated name. Cuch banks
nay cabebibeh savings departwente and may pake properly secured
loans on real eatate‘, MMMI)E restricted to

a certain proportion of the agrrecate time and savings deposits in

the bank. The reserve requirement in such banks will be less against
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savings and time deposits than aszainst demand deposits.

There shall be no change xin the percentage of reg rve e_qair ¥
! Sl
Ll to be held arainst i eposits by e national bank a.n.-p.nemd hy

e 0(.& A»-a.t

-QM s &f‘vx\\,(.nc"( U1 & / > fr“i—d, vho [lt 0 e Ahdlrna
¥

COMPTROLLER?'S REPORTS .

The Heserve Association shall make a report, showing the prin-
cipal itemes of its balance sheet, to the fomptroller of the "ur=-
rency once a week. These r’eports: shall be made public. In addi-
tion, full rcports shall be made to the Comptroller of the Cur-
rency coincident with the five reports called for each year from

the national banks.

All reports of national bank examiners in recard to the condi-
tion of national banks shall hereaficr be made in dupllcaﬁe, and

one copy shall be filed with the Reserve Association for ”19 uae

A

of its Ixecutive Officers.

All deposibdins national, banks shall hereafter make a weekly
report to th% S"I(I’.'in"‘ the principal items

their balance s‘rzeet,Ma’L A_M ;t(; if‘vwa.[\ﬁl_ ﬁ‘( ALRR
?{m &‘2 .4.;.}'1__, %.,*- CLAQ ”j /béi dd&,.‘;_‘e_‘\_\, 1. A

NOTZTE I1SSUESES.

(a + Uz ;
There stall. hereafier-be-no- issue; of bank notes by
-; f'f‘\a “;:\' wa-t‘ o ﬁﬂ"‘f"’.ﬁr A< el ‘I "
national banks;TNavithal Hanks' may; " gr tHey—e? bose maintain

their present note issue, but whenever a bank retires any part of
its existing med& irsue it will permanently surrender its right

TEilsBUe Suosn—rterd

&}'Lﬂnu “J‘WJ Q,M /' /x a.u¢-‘m4-u9'_--

;ihf [T ‘H:_t Ne {g,u./ y
The Reserve Association nﬁwﬁ buy &t par and aoo@ﬁed inter- /éh
A

N
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hy
est the two per cent bonda%r‘lgld by any subscribins bank to s ecure ‘:ﬁ-

cirenlation. ~ e 7: Reserve Association takeg

over these bonds with ‘he existing currency privilege attached »e
"{ IV rw
SR 21101 a:r::umeJ responsibility fgr the ze cmp Yion of outstanding

noetes sgecured ‘her

L&
E?

o4

to hold,

The Reserve Association agrecs

for a period of not less than ten years,. ONituiir@—mweipemmi-rery

pRauieed®” the bonds so0 purchased, or any Government security which
riay be exchanged for them by refunding or otherwise, ideenmise, SEP-

$ 1.

3 o e 5 v ; . Uy e > 5 S X i .
w $20avs smonn vavas e od I the Governnent should ad 2P LE ;".11C_.\' of

issuling securities at a higher rate of interest than twe per cent tc

t' e Reserve Ascociation shall have *the rizht to exchan.:e”\such se-

curities Bt par for any bonds bearing interecst at a fate not ex- 5
ceeding three per centy, but in that event the a ount of annual taxes {:
t0o be paild on notes based upen such new securities shall be as much I
greater as the interest rate of the new securities shall exceed :'
two per cent. ‘!!
To illustrate: If the Government should decide hereafter to |
f
issue a two and one-half per cenil bond, the rate of taxation on f'
currency issued by the Reserve Associaftion thereon would be one .-;
i
per cent, instead of one-half cf one per cent as on the existing
twos. ouwd ta /o b b f{a-'m el b Mo L oTe ¢ /n»a}-ff

f /7 { e
i ,L_‘ oM ate s One flaty /'*u'-r;.t ('.f;_;.,,.tj ‘_ e é L .‘5

'_;L T e z-a

—tre bk e e Reserve Association omsdk! have the )

o - 3 3 N\
right, with the approval of the “ecretary of the Treasury, after Q—- /
{

—— /

+wo vears, T e i s 3 5 +U‘d. fﬂ“]_]_ dlSDO"-\e'l'

of £50,000,000 of the bends held by it tc secure circr_ila*iq

LAl ied % ot a Al VT, fron 0 Pagerne ¢ @q,
Government nemeswins the risht to purchase at par, through the

4 3

trustees of the postal savings bank or otherwise, anv or all of

oo F
%

%,
%

such bonds &0 held. T?m Tipserve- Association shall issue, on the Y-

- 1

terms herein provided, #etr own notes as fast as the outstanding | v
notes secured hy such bonds s80 held shall be presented for redemp- \

\
tion, it being the policy of the United Ctates to retire as rapidly
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.

of an annual tax of five per cent;

/ 15.

as possidle, consis’‘ent with the public interests, bond secured
circulation, and to substitute therefor notes of the Reserve Asso-
ciation of a character, and secured and redeemed in the manner,

provided for in this Act.

4

in their stead are prgse . redemption. The Reserve
\ & '.lt F/ RIRNP CWE g W 41 'I" =T L, {
Association may issue addltlonal potes as fcllows: Up to :

oAl on_alt :
$100,000,000 upon the payment ¢f an annual tex of three per cent;

up to an additicnal $100,000,000 upon the payment of an annual tax

of Tour per cent; up to an additional $£100,000,000 upon the payment

ment of an annual tax of six per cent.

Wiars fomm

All note iessues cf the Hoscrvc A sociagtion ke he covered

" a D oro-Lri M.V\,\,M‘_\,‘u\_ﬁ S
to the extent of one-tnird 3 lawful money and o Coksdesndmds

tﬁ’al"*i'l": ! '.J.:_‘

honds of the Unlfed States or hanka“le sidde or hofh:' {1t should
be either provided that the Reserve Association may also hold in
its reserve formin coin, or that the Treasury will issue gold cer-
tificates azainst foreign coin.) The notes are to constitute a

prammane

first lien upon all of the assets of th Reserve Assecta”Ion.

oheg v ak i)—»m LA M W?T:t 'ma..a&-fw
M@g\n kAt t,wilf{\ LA tL ‘{ﬁ“ff“*( L?‘\m] On P’lﬁwmn

The notes of +he Reserve Association shall be received at paf
in payrent of all taxes, excises and other dues to the United State
and for all salarics and other debts and demands owing by the Uni-
ted States to individuals, corporations or associations, except
obligations of the CGovernment which are by their tégﬁﬁApﬁkgizﬁc‘n
gold, and for all debts due from or by one national bank to another
and Tor all obligations due to a na*ional bank.

g oner”

The Reserve Association shall, upon application and without

charre for transportation, forward its not sMoaiting bank,
arainst &ﬁ credit.é‘-we%q_)_/' A

and additional notes upon the pay-

g
o

Sy
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.} "ff’.\’\

In conformi*y wq the sugrestion made at the last meeting of

JL«LT-A o #} a ?}ﬂ‘h‘ "

the National Monetary Comiission I have prepared anaoutlina for a

cordnr

revision of our national banking legislation, =»d I beg herewith

to sub it this-opuwtiice to the Commission. In doing this it has
been my aim to susgest changes in the national banking act which
will make it responsive to the demands of owr modern business. I
believe that the study which tre Commission has given to this sub-
jeet has led irresistibly to the conclusion that our present na-
+tieonwl banking system not only fails completely under gtress nd
in the presence of unusual demands upon its resources, bunﬁgraﬁbﬁ
even under the ordinary conditions‘nf business,K it ‘'has heen found

inadequate and unresponsive,

The su~gestions subuitted herewith are the deductions which
T have mide as the result of the two years of study which the Com-
mission has given this subjeect, and are formulated in the 1light of
A
the great mass of information which the-Comaigsion hus gathered

respecting not only our own bunking system and needs but also the

experience and practices of foreign countries,
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While we have found much that 1is admirable in the operd ion

frwgpm g, i Ues 0 o lel o onpplrakd,

of the vdrloua m 5 = i € M ldAe B v 211

WL__WW I believe
#*/},uia ‘é.(” f»‘t—(-{ ,r...<..!’¢-¢ - a,,\,,_.(‘
the

th a.t,L‘fle. s'ood results which they obtsin can be reached without th

. ‘Hum‘ lﬁ‘\u«-{.\“dﬂ—g

creation Off\w central uw:.x&dnd I feel that the plan which

— 7

is proposed reaches those results without being open to the objec-

S5 i
tion which may well be brouht against :ﬁt institut 'ons T

L

}mtsﬁ!ﬂ The plan which is here presented makes no claim to being

worked out to & definitive form. Raribhar discussion will cer=-
=

tainly improve and modify its details. K ﬁ/‘gyﬂﬁf.hﬁ& }bee’gb“h de
.f” 4 - i I
to fxame \W/{;\Q’,@Wm I recognize

/
that tha.t ca.n ‘:‘:ﬁaftpr it Fas "F*r‘elv(‘fi the con%"dr*ruu.lon

of ':pfmy minds, and Ha.a bF‘F‘*‘l studind .vn,h Ci re from many points of

view,

In its main features, however, it will, in my opinion meet
the necessary requirements, and I offer it %to you for that further

congsideration which it must now have,
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I think the study -.-:hich'; the Commission haus ziven the subject
leaves little room to doubt fhs.t the present law in regard to the
management and control of national banks and the regulations re-
garding the conduct of their business have become obsolete. There

is atthe present time, I cg\hceive, no rooir for argument in regard

et

BB e, ,Z
fverrk My ’?‘!}'}!l% : M“’"L 4
- ¢ 2 g o S % I ‘.:' £
@_W‘lt.y of-rmodwendzlas feria® necessity hus

becen demonstrated too frequently in widespread loss to the people

ﬂ-\.&.t a'___
of this country, der'n.n mel agnt of busines: that extends even ous-

side of our own borders, aﬁ—- recognition =itk is now general

i

that our banking system is ;da‘.-.n-'rer'ously inadequate to maet modern

demands,
Lav"—’(rﬂna

ath Wr, it must be our d.lm to ac-

complish w Wm_gae-&s»mgc by means which will dis-

L R R -

turbw the smallest( de r‘eé‘ “r“l *;.41., condit io I think

it should be our aim to liberalize the present national bunking

act and add to it such features as are deemed essentiul(m

»

ns;
Sl

¥ 5 rather than to Tormulate any plan which

.-.',f

e

would -r'u.'&-!.-o.al&gAcl':an:;e me(k‘

In the light of our expericnce it is obvious that one of the

W{L& L

principal needs is some peem for the unification of our present

banking institut ons into one comprehensive system. In aectual
\.lli \‘\‘
operation. we have. roupa"i-;g_t t}fr‘*‘i\iid pr'ci'i*i-slih@ ;g,.mgel‘q‘d tp the
b E TN = \
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be forced to such large degree as tawesssc ot pregent into the
making of call loans upon stock e2xchance collateral, but will in-
stead be available for the needs of counercial business, we Wil
have 306 broadened our banking methods &«s to bring incalculable
benefit to the comuercial life of the country.

I believe that the conclusions which I present herewith meet
those conditions, and that the organization which it is proposed
to create will bring the benefits which we seek without running

(\p"‘ > ' ﬁ:" - Qg
any doamsr of creating cniiedibeed] financiul institution which wiskd

be controlled -“'.':Er by ambitious monetary interests or domin:ated

by political mn
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use ofx r}paervp-ﬁ fhdﬂW@l},‘deﬁ imental

c“ﬁhtprnuza. In other countries we have found that

reserves are concentrated and useJLin any direction where needed,

Under our faulty system reserves are so scattered (in tlﬂe of trou?;:)

ot v s 45 “ s
= e i 8 B e O

R
e m——

Y g .

as to be av-.».ila.ble’/eitixer for purposes of assistance *r defence.

The result of our law has been to create a banking syste:. of a
sreat number of isolated units, cach working within a limited
cirele and each of necessity governed by its ovn imﬂedia?e inter=-
ests without reference o wha*t would be for the greatest [rood of all
"hile the intelligent manacers of individual banks may fullf recog=-
nize the necessity of greater cooperation, they are, under the law,
powerless to effect it,

If we can So FAveralisme the present national banking act as

Jont e

to Rewm :un association of all the banks of the country to meet

Py N1/
thege neecds, we T huve pgone a long way towards solving the
problem which is before us. If we then, in addition, provide a
nore scientific basis for bank note circulation, so that its vol-
une will be responsive to the needs of buainess}we W= , I believe,
have met the two main requiréments of a satisfactory solution, If,
in addition to that, we can aid in creating a discount market in

this country similar to the discount narkets in Burope, so thut

the most liquid portion of our bank funds will not of necessity
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While we have found much that is admirable in the opur:x.'_}on

of the various eemnd -rovernment hanks of Furope

2 04 d In e s A FT o ots §ib Fona,

attempt t : 1 .nt those-aygtems ore, I belinve

that the good results which they obtuin c¢in be reached without the
creation of a wbmddesr central bunk, and I feel that the plan which
is proposed reaches those results without being open to the objec-

tion which may well be brou ht against sueh un ingtitution, Fore -

#=gTRpewt The plan which is liere presented makes no olaim to being

worked out to a definitive form, %mﬁai:ssion will cr:r"‘'-'--'”"'“-"_:-_.:t

"

't'.e:inly improve and modify its details. - o tUmT e O i ©
to present it in.unvthing like
Wmm”ﬁwm"ﬁfﬁ&@é“ﬁf“&“m . I recognize

that that can only be done after it has received the considerat ion

WM&- A ‘.r..-,.‘
and has been studied with care

In its main features, however, it will, in myfnopinion meet
the necessary requirements, and I offer it ‘o you for thut further

consideration which it must now have,
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CHARTER AND LOCATION.

It is proposed to charter the Reserve Association of
fmerica, which will be the principal fiscal agent of the Government
of the United States. The authorized capital of the Reserve Asso-
ciation shall be three hundred million dollars. The length of its
charter shall be (ifty years. The head cffice of the Association

shall be in Washington, D.C.

The country shall be divided into fifteen Districts, and a

branch of the Reserve Association shall be located in each District.

The Reserve Association and its Branches shall be exempt from
State and local taxation, except in reapect to taxes upon real es-

tate owned by it.

CAPITAL.

Only national banks cf the two classes hereinafter pro-
vided for may subscribe to the capital stock of the Reserve Asso-
ciation. A national bank having a minimum capital of at least
#25,000, may subscribe to an amount of capital stock of the Re-
serve Association equal to twenty per cent of the g tock of the
subscribing national bank, and not less, and each of such subscrib-
ing banks shall become a member of a Local Associktion as hereinaf-
ter provided for. Fifty per cent of the subscriptions to the cap-
ital stock of the Reserve Association shall be called in cash; the
balance of the subscriptions will remain a liability of the stock-

holders subject to¢ call.
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aﬂ?;e capital stock of the Reserve Association will not be trans-
ferable, and under n¢ circumstances may % /'be owned by any corpor-
ation, other than_ the subscribing national bank, nor by any indi-
vidual, nor may 4i?be owned by any naticonal bank in any other
amount than in the preoportion here provided. 71n the case of a
national bank increasing its capital after it once becomes a sub=-
scriber to the stock of the Reserve Association, the national bank
gshall thereupon subscribe for an additional amount of the capital
stock of the Reserve dssociation equal to twenty per cent of the
national bank's increase of cupital, paying therefor its then book
value, but only one-half of this additional subscription will be
called in cash, as hereinbefore provided. 1In the event of a na-~
tional bank which is a holder of the capital stock of the Reserve
Associatim decreasing its capital, it shall surrender a propor-
tionate amount of its holdings of the capital stock of the Reserve
Associatim; or if a national bank goes into liquidation, or de=-
sires to withdraw, which it may do upon one year's notice, it shall
surrender all of its holdings of the capital stock of the Reserve
Associatian. The capital stock of the Reserve Association so sur-
rendered shall be cancelled, and the national bank thus surrender-
ing stock in the Reserve Association shall receive in payment
therefor a sum equal to the then book value, as shown on the bal-

ance sheet of ‘he Reserve Association, of the stock so surrendered.

EARNINGS AYD DIVIDENDS.

The earnings of the Reserve Association shall be distributed

in the following manner:

After the payment of all expenses and taxes thec stockholders
shall receive four per cent. TFurther earnings shall be divided,
one-half to go to the surplus of the Reserve Association until that
surpl s shall amount to twenty per cent of the paid in capital;

one-fourth to 2o to the Government, and one-fourth to the stock-
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holders; but when the stockholders' dividends shall reach five
per cent they shall receive nc¢ additional distribution. After the
stockholders reccive five per cent the carnings 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
five per cent per anmnum and the surplus of the Reserve Association
amounts to twenty per cent of *‘he paid in capital, all the excess
earnings shall go to the CGovernment. The minimum dividends to the

stoekholders shall he cumulative.

LOCAL ASSOCIATIONS OF NATIONAL
BANKS.

The law will provide for the formation of associations
of national banks to be designated as Local Associations. Tvery
T.ocal Association shall be compoged of not less than ten banks,
and the corbined capital and surplus of the members of this Tocal

Association shall aggregate not less than five million dollars.

All the Local Associations shall be grouped into fifieen di-
visions, to be called Districts. The territory included in the
Local Asscciations shall be so apportioned that every national bank
will be located within the boundaries of some Local Associatim.
¥very subscribing national bank shall become a member of the T.ocal

Association of the territory in which it is SBtuated.

PIRBCTORGB OF TOCAL ASSOCIATIONSE

Fach Tocal Association ghall elect arnually a board of di-

rectors in the following marner;

The number of the directors may be determined by the by~
laws of the Local Associations. Three-fifths of that number shall
be eclected by ballot cast by the representatives of the banks that

"4lare members of the Local Association, each bank having one repre-
r' 4
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sentative, and each representative one vote, without reference to
the size of the bank. Two-fifths of the whole number of directors
of the Tocal Association shall be elected by these same represen-
tatives 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 clections there
shall be no proxies. The aithorized representative of a bank, as
herein provided, must be either the pre@?ident, vice-president,

or cashier, of the hank he represents.
DIRRECTORS OF BRANCUHES,

As heretofore provided, all the Local Associations shall be
divided into fiftcen divisions, and cach of these divisions shall
be designated a District. There shall be located in each District
a Branch of the Reserve Association. Fach of fhé €iftcen Branches
of the Reserve Association shall have a board of directors and
those directors shall be elected in the following marner:

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 el-
ected as rmany directors of the Branch of the Keserve Association
as there may be Local Associations in the District in which that
Branch of the Reserve Association ie located. In addition to that
nurber ‘here shall be elect-d 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 clected in the
following manner!

There shall be chosen by the banke composing each Tocal
&naocié:tion 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. Th- voting

.#9' ,BhreaentatiVea of the several Local Associations which form a
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Tiistrict shall then meet at the office of the Branch and elect an
additional number of directors of the Rranch equal to two-thirds
of the number elected directly by the Local Arsociations; that is,
equal to two-*thirds of the number of Tocal Associations composing
the Distriet. Each voting representative at such election shall
have a number of votes equal fo the number of shares in the Re-
serve Association held by all the banks composing the Tocal A=sso-
ciation which he represents.

The first! business of the board of the Branch, as thus con-
stituted, shall be to add to its nunber by the clection of an
additional number of directors egqual to one-third the number of
Local Assoclations situated in the District. Such additional di-
rectors sh.fi:fgpresent the industrial, comnercial, agricultural
awd other interests of the District, and shall not be cfTicers of
hanks.

mfk

The board of directors of a Branch of the Reserve Association
will thus be composed of,

First, a group of directors equal in number toc the num-
her of local Associations camposing the District, and this group
shall be elected by the directors of the T.ocal Association, each
director having one vote,

Second, a group of directors equal to two-thirds of the
foresoing group, and elected by stock representation;

Third, a group o* directors equal in number to one-third
of the first group, representing the industrial, commercial, agri-
cultural and other interests of the District, and elected by the
votes of the first two groups, each director thus voting having one
vofe;

Tourth, 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 hoard,
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All the members of the bhoard of directors of the Branch ex-
cept 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, respectively, one, two, and three
vears. Thereafter members of the board shall be elected for a temm

of three years.

DIRECTORS OF THE RESEFERVE ASSOCIA-
TI10KEK8.

The Board of the Reserve Association shall consist of forty-
five Directors, and it shall be composed in the following manner:

First, six ex officio members, namely the Governor of
the Reserve Aspociation, who shall be Chairman of the Roard, two
Deputy Governors of the Reserve Association, the Seccretary of the
Treasury, the Secretary of “ommerce and Labor, and the romptroller
of the Currency;

Second, Fifteen Directors to be elected one by the board
of directors of each Branch of the Reserve Association. They shall
be elected by ballot, each member of the Branch Board having one
vote,

Third, twelve Directors, who shall be clected by voting
representatives, one representing the banks embraced in ecach Dis-
trict. Tach voting representative shall have a number of votes
equal to the number of shares in the Reserve Association held by
all the banks in the District which he represents;

Pourth, the Board sl?hus constituted shall select twelve
additional menbers, who shal tﬁégreaent the industrial, comereial,
agricultural and other interests cf the country, and who shall not

be officers of banke.

At the first meetine of the Poard all the members of the Board,
expect the ex officio members, shall be classified into three

classes, and the terms of office of these three classes shall be,
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respectively, one, two, and three ycars. Thereafter members of the

Board shall be elected for a termm of three years.

No member of any naticnal or State legislative body shall be

a Director of the Reserve Association, nor of any of the Branches,
AL »{/; .4!-.(;}» 11- ¢ » I Do "".t‘ﬁ"{\ Y

The Directors of the Reserve Association shall annually elect
an Executive Corittee, and such other camifitees as the by-laws of
the Regerve gﬂﬁociation may provide. The Ixecutive Copmittee shall
consist of 2;;;;Qmembers, of which th Gover:z; of the Heserve As-

&f.'fi ’_I' G (’,fd‘ = a"'*‘-} -?‘/1
goc ation shall be ex officio Chairman and t

nComptroller of the
Currency ex officio « members,

The Fxecutive Cormittee shall have all th authority which is
vested by law in the Board of Directors, except such ar may be spe-
cifically delegated by the Board to other commitieces.The rate of dis-
count shall be fixed from time to time by the Iixecutive Com ittee.

There shall be a Beard of cSupervision elected by the Baard of

Directors from among 1ts number, of which the Secretary of the

Treasury shall be ex officio Chairman.

EXECUTIVE OFPFPFICERS OF THE RESERVE
ABBOEIATIODN.,

The Executive Officers of the Reserve Association shall con-
sist of a Governor, {wo Deputy Go'ernors, a Secretary, and such
other officers as may be provided by the by-laws. The Governor,
and D puty Governors, shall be appointed by the President of the
United States, from a list submitted by the Board of Directors, and
shall be confirmed by the Senate. The Governor shall be subject
to renoval by the President of the United States for cause. The
term of office qf the nep%:éeiw;hull be seven years, but the 52&:2

Deputies : appointedﬂfor terms of four years and seven years,

respectively"
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In the abgence of the Governor or his inability to act, the

Deputy who is senior in point of serviee shall act as flovernor.
EXECUTIVE OFPICERS OF BRANCHES.

Each Branch shall have a manager and a deputy manager, They
shall be appointed by the Governor of the Reserve Asrociation with

the approval of the Jixecutive Conmittee.

The powers and dities of the manager and d cputy manager and
of the various comrittees of the Branches shall be prescrived by

the by-laws of the Reserve Association.

FUNCTIONS OF THE LOCAL ASSOCTIA-
TI0NKS .

Any member of a Tocal Asrociation may apply to this Associa-
tion to guarantee comercial paper which it desires to rediscount
at the Branch of the Reserve Association in its Distriet., A bank
= receiving a guarantece fronm a §ﬁ0a1 Association will pay a com-
mission to that Association, to be fixed from time to time by ite
board of directors. The guarantce of the members of the Associa-
tion,in the event of loss, shall Ye met by the members of the As-
sociation in the proportion to the ratio which their capital and
surplus bears to the arrrecate capital and surplus of the Local
Association, and the conmission received for such guarantee, after
the payment of losses and expenses, wiii—be distributed amons the
several banks of the T.ocal Aasociafi’c‘:ﬁﬁnlwthe zame proportion.
TLocal Associations shall have authority to require additional se-
curity from banks offerins papcr for rediscount, if they see fit,

or may decline to grant the application for guarantee,
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FUNCTIONS OF THEXE RESERVE ASSCCIA-
TI1I0X.

All of the privileges and advantages of the lepserve Associa-
tion shall be equitably extended to every naticnal bank of either
of the classes herein defined, who shall subscribe to its propor-
tion of the stock of the Reserve Association and shall scll to the
Reserve Asscciation the Government bonds now held by it {o secure

note issue, as hereinafter provided.

The Government of the United Statcs, and thoese national banks
owning stock in the Reserve Association, shall be the sole depos-
itors in the Hcserve Association. All domestic transactions with
the Reserve Association shall be confined to the Government and the
subscribing banks, with the exception of the purchase or sale of
Government or State securities or securities of foreign governments,

and of gold coin or bullion.

The Covernment of the United States shall deposit its cash
balance with the Heserve Ascociation and thereafter all receipts of
_ the Covernment shall he deposited with the Reserve Association, or
('&t-’f\(,u AL AR dara Al )
J\Vifh such' na ional banks as the Government designates for that pur-
pose in cities Where there is nc Branch of the Reserve Asscciation.

All disbursernents by the Covernment shall be made through he Re-

serve Association.
The Reserve Asssociation shall pay no interest upon deposits.

The Reserve Association may ?@diacount notes and bills arising
out of commercidl transactions, for and with the endorsement of
any bank having a deposit with it. The amount so rediscounted
shall in no case exceed the capital of the bank applying for the
rediscount. Such notes and bills must have a maturity of not more

than ‘wenty-eight days and must have been made at least thirty days
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prior to the da;mjyf ediscount. Such rediscountS shall be made
to be annouriced from time to time. The apcregate

'?{ A Dres
at a uniform %‘a e,
amount of such notes and bills bearing the signature or endorsement
of any one person, company, corporation or firm, rediscounted for
any one bank, shall at no tire exceed ten per cent of the capital

and surplus of said bank.

The Leserve Ac® ciation may rediscount for any depositine bank

notes and bills, arising ou! of cormercial transactions, having

more than tweniy-eight days to run, but in that event the paper

riust be guaranteed by the Local Association of which the bank ask-

ing for the rediscount is a member.

Whenever in the opinion of the Governor of the Heserve Associa-
tion the public inierests require, which opinion must be concurred
in by the Executive Committee of ithe Leserve Association and have
the definitec approval of the Secreiary of the Treasury, the Re-
gerve Acscciation may discount the direct obligation of a deposit=-
ing bank, endorsed by its Local Arsociation, provided that the en=-
dorsement of the T.ocal Aaaociati@:h shall be secured by the pledge
and deposit with it of satisfactory eecurities, which shall be held
by the Tocal Asscciation for account of the Reserve Association;
and provided further, that in no case shall the amount loaned to
the borrowing bank exceed two-thirds of the actual value of the

securities pledged.

The amount of such guarantees by a T.ocal Association which
the heserve Association ray take shall in no case exceed the arrre-

cate capital of ‘he barkS§forming the pguaranteeing dssociation.

The Reserve Association may, whenever its condition or general
financial conditions warrant such investment, purchase to a limited
amount from a depositing bank acceptances of banks or houses of

unquestioned financial responsibility. Such acceptances must arise
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fran cormercial transactions and have a maturity not exceeding
nirnety days, and shall be of a charac erﬁ;n in the market as
prime bills. Such acceptances shall bear the endorsement of the
depositing bank selling the same, which endorsemeni must be other

than that of ‘he acceptor.

The Reserve Association mav invest in Unit«d States bonds and
in short term oblipga‘ions, that is, obligations having not more
than one vear to run, of the United Siates, and of any State, or

of certain foreirn covernments to be named by the Act,

The Reserve Associa‘ion shall have power at home and abroad
to deal in pold coin or bullion, to grant loans therecn, and to
contract for loans of zold coin or bullion, giving, when necessary,

a ceptable security for their repayment.

The Reserve Association shall have power to purchase from its
depositors, and to sell, with or without its endorsement, checks
and bills of excﬁég;;A;ﬁLEngland, Prance, or Germany, and in such
other foreizn countries as the Board of the lescrve Association may
decide. These bills of exchange must arise from cormercial trans-
actions and be of a maturity not exceedinz ninety days, and shall
bear the signatures of at least three res: onsible parties, of which

the last cne ghall be that of a depositing bank.

The Heserve Association shall have power to open and maintain
bankinz accounte in foreign countries, and 1o establish agencies
in fortign countries, for the purpcse of purchasing and eelling
and collecting foreign bills of exchange, and it shall have author-
ity to buy and sell, through such agencies, prime foreign bills of
exchange arising from cormerseial transactions, run ing for a per-
iod not exceeding ninety days, and bearing the signatures of res-

ponsible parties.

Federal Reserve Bank of St. Louis
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DOMESTIC EXCHANGES,
e a,,l..T ‘/}" .‘j,) JOA. .-...—.x{ ey

It shall be the duty of the Reserve asociatioqc upon request,
to transfer any part of the deposit balance of any national bank
having an acoount with it, to the credit of any other bank having
an account with the Reserve Association., If a deposit balance is
transferred from the books of one Branch of ihe Reserve Association
to the books of another Branch, it may be done by mail or telegraph

upon terms to he fixed from time to time by the Ixecutive Committee.
CEARTER RIGHTS OF NATIONAL 3BANYKS.

In addition to the rights now conferred by law, -pecekee--iwed
na‘ional banks shall be authorized tc¢ accept comrercial paper drawn
on them, having nct more than ninety days to run, properly secured,
and arising out of co rercial transactions. The amoun® of such ag-

ceptances shall not exceed one-half the capital of the accepting

bl Aass

%Hs'ional bankaf\:;u‘hority to establish branches in the

bank.

city or tewn in which they are located.

Au%hQQise-I;e‘orpani ation of »anks to conduct business in
abadd_bo, asithoni’d
foreign countrieaf The atockfof such banks may be held by national
hanks. The bank so organized may have an office in the United
States, but = not! comprte with national banks for domestiic bus=-

iness not necessarily related to the business being done in for-

eigpn countries.

There shall be established a new class of national banks, to
be Known as such by a specifically desirnated name. Such banks
may establish savings departments and may make properly securead
loans on real estate. Loans on real estate will be resiricted to
& certain proportion of the agcregate time and savings deposits in

the bank. The reserve requirement in such banks will be less against
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savings and time deposits than against demand deposits.

There shall be nobchange in the percentage of res rve required
ot
to b2 held againatﬂdepOHita by the national banks, as provided by
sections 5191 and 5192 of the Revised Statutes, but a national bank

!(' ']
may deposit in the Reserve Association all or any portion of its xfﬁ44i

d
TEBETIVE Fogquirdudivy taid -860Li-ons~0101~and—539e.
"COMPTROLLER'S REPORTSE.

The Reserve Association shall make a report, showinc the prin-
cipal itersg of its balance sheet, to the Comptroller of the "ur-
rency once a week., These reports shall be madc public. In addi-
ticn, full r:oports shall be made to the Comptroller of the Cur-
rency coincident with the “ive reports called for each year from

the national banks.

All reports of national bank exariners in regard tc the condi-
tion of rational banks shall herealicr be made in duplicate, and
C¢Wék$bb~z*a9

one copy shall be filed with the Resmerve Association fér *hcAuae

of its Ixecutive Officers.

All Sepeniida» national hazks shall hereafter make a weekly
P " ~

report to the A owinwﬁQhe principal items of

their balance sheet, d,uu:/‘ -l Lty auaa -},:‘M '~ At

A Afd 1 Tvs sndesis, %J.fm.f._-: 6{ 23{! Soranrary MNM-«ﬁ’

NOTT I8SUES.

™ere phall hereafter be no additional irasue of bapk notes by
national hanks, ¥Yational banks may, Af they chcose, maintain
their present note issue, but whenever a bank retires any part of
its existing note issuve it will permanently surrender its right to

reissue s:eh notes.

The Reserve Association agrees to buy at par and acéqﬁed inter-

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

[ T R e ——



est the two per cent bends held by any subscribinge bank to secure
circulation. It is understood that the Reserve Association takes
over these bonds with "he existing currency privilege attached to
them, and assumes responsibility for the radenption of outstanding
notes secured 'hereby, and that it will substitute its own notes
for the secured natiocnal banik notes as fast as they are redeemed.
The Keserve Association agrees to hold, under these conditions,

for a period of not less than ten years, excepl as hereinafter
provided, the bonds sc purchased, or any CGovernment security which
may be excranged for them by refunding or otherwise, it being fur-
ther understood that if the Governrent should adopt the policy of
issuing securities at a higher rate of interest than twe per cent

t e Reserve Asnociation shall have the risht to exchan%ﬁhfuch se~
curitics(EE:EE}”fGE'éﬁ? boﬁds bﬁarinm inﬁerr tﬂginé‘;;te not ex-
ceeding three per cent, but in that event the a ount of annual taxes
to be paid on motes based upon such new securities shall be as much
greater as the interest rate of the new securities shall exceed

two per cent.

To illustrate: If the Jovernment should decide hereafter to
igsue a two and cne-half per cent bend, the rate of taxation on
currency irsued by the Reserve Asscciation thereon would be one
per cent, instead of one-half of one per cent as on the existing

twos.

It is understood that the Reserve Ascociation shall have the
right, with the approval of the ' ecretary of the Treasury, after
two years, unless otherwise provided by law, to é§nGZ§E§{§E§§HEE§r
of £50,000,000 of the bonds held by it to secure circula‘ion, the
Covernment reserving the right teo purchase at par, through the
trustees of the Postal savings bank or otherwise, any or all of
such bonds so held. The\Renerve Association shall issue, on the
terme herein provided, taedy own notes as fast as the outstanding
notes secured by such bonds s0 held shall be presented for rudampgr

tion, it being the policy of the United “tates to retire as rapidly
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as possilble, consis‘ent with the public interests, bond sedured
c¢irculation, and to substitute therefor notes of thc Reserve Asso-
ciation of a character, and secured and redeemed in the manner,

provided for in this Act.

When a national bank surrenders its issue of notes the Re-
serve Association will assume ‘he same and will issue its own n(tes
in their stead as they are presented for redemption. The Reserve
Association may issue additional notes as follows: Up to
$100,000,000 upon the payment of an annual tax of three per cent;
up to an additional $100,000,000 upon the payment of an annual tax
of four per Cent; up to an additional £100,000,000 upon the faymcnt
of an annual tax of five per cent; and additional notes upon the pay=-

ment of an annual tax of six per cent.

All note issues of the Reserve Association shall be covered
to the extent of one-third by lawful ricney and the remainder by
bonds of the United States or bankable bills or both. (It should
be either provided that the Reserve Association may also hold in
its reserve formin coin, or that the Treasury will issue gold cer-
tificates against foreign coin.) The notes are to constitute a

first lien upon all of the assets of th Resecrve Associa®ion.

The notes of the Reserve Association shall be received at par
in payrent of all taxes, excises and other dues to the United States,
and for all salariecs and other debts and demands owing by the Uni-
ted States to individuals, corporations or associations, except
obligations of the Government which are by their terms payable in
gold, and for all debts due from or by cne national bank to another,

and Tor all obligations due to a na‘ional bank.

The Reserve Association shall, upon application and without
charre for transportation, forward its notes to depositing banks

againet their credit.
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