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very much stress upon the question of securities.” He 
wishes the statement to be given out rather for scientific 
purposes, and, to come back to his scheme, I think he 
wants to have much too much itemizing. He wants to 
have the bills separated into domestic and foreign bills, 
and to have the former separated into four weeks’ bills 
and longer bills. Further on, where we would itemize 
more, he wants to throw things together again. He 
wishes to divide the credits into foreign account-current 
credits and domestic account-current credits. Now, gen
tlemen, how is it about these foreign credits? If you 
were to do this, you would fix upon every bank manager 
who does business with foreign countries a responsibility 
in the matter of itemized statements which is more than 
he can carry. [“ Very true.” ]

I will explain this by an example. We, the Diskonto- 
gesellschaft, have a bank of our own in London; the 
Norddeutsche Bank does all its business through these 
London branches of the Diskontogesellschaft. Is it then 
a foreign or a domestic bank? Of course it is a foreign 
bank in the sense that it keeps its accounts in pounds 
sterling and not in German marks, and the consequences 
of this fact also tend to make it a foreign bank. From 
another point of view, however, it is a domestic bank, 
and if the Diskontogesellschaft in London should refuse to 
remit my credits, I should turn to Berlin and say, “ You 
are responsible for your branches in London; kindly 
make payment.”

The Brazilian Bank for Germany in Hamburg has a 
branch establishment in Brazil. Is it then a Hamburg 
bank or a foreign bank? Its business is in Brazil, its
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funds are in Germany, but its capital works partly in 
Brazil and partly in Germany. The Norddeutsche Bank 
has a large current account with it; in this account there 
are naturally great changes during the course of the 
year—according as coffee crops, etc., are coming in or 
not, it is sometimes largely indebted to us, and some
times has large credits with us. Now, in respect to the 
condition of the bank, this sort of balance is a different 
sort of thing from a balance at some Brazilian bank 
which has its seat in Brazil, the activity of which does 
not extend beyond Brazil, which keeps its accounts in 
milreis and has its capital in milreis, and which I might 
quite possibly regard as a much less safe depository than 
a bank that has its capital in Germany and has never 
been involved with Brazilian securities. What sort of 
distinction is to be made between two such banks?

In short, itemized balance sheets of this kind are in the 
first place very hard to prepare if they are really to be 
made out in a trustworthy manner; and in the second 
place they are extremely misleading. As in the case of 
bills, therefore, so in the case of current accounts, I would 
not pin myself down as to which ones are foreign.

For the rest the wishes of Herr Bernhard, especially 
with regard to the intermediate balance sheets, do not 
differ much from our own; they relate chiefly to a more 
exact itemizing of the annual balance sheet. And here I 
come to a plan which I consider practicable, but I beg you, 
gentlemen, not to hold me responsible if other banks do 
not consider it practicable.

Some have wished that it were possible to ascertain the 
giro (deposit and transfer) obligations. That is another
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very ticklish business. Even if you really do find out the 
giro obligations of the banks, you will be in danger of 
drawing false conclusions from this information, though, 
of course, your conclusions may happen to be right. Sup
pose it is a case of some transaction in foreign bills, such as 
we in Hamburg are in the habit of making—and I may say 
that the Berlin banks, and often the Reichsbank, too, buy 
foreign bills through us in Hamburg. Of course we have 
to indorse the bills, and so, although these are giro obliga
tions that I am glad to carry and that I am not ashamed 
of, I should have to put them down in my statement under 
the head of giro obligations. Again, some other man, 
we will suppose, is always somewhat short of money—he 
has to accept a great many bills from customers, and has 
to be constantly rediscounting—a thing that everyone 
is, of course, glad to avoid. In this latter case the figure 
of the giro obligations means a very different thing from 
what it means in the case of a man who has bought foreign 
bills for the German Reichsbank, or for the Bank of 
Belgium, or for any other party, and is then obliged 
to report his giro obligations. For my part, then—I do 
not, of course, wish to speak for the other banks—I should 
be ready to meet this wish. To be sure, it would not in 
my opinion be possible to do this in the intermediate state
ments, but if you would like to have this improvement 
made in the annual statement, I may say that the Nord- 
deutsche Bank would not in the least mind doing it. It 
can stand the test; and in the case of other banks, espe
cially of small banks with tiny capital and much too much 
business, it would enable one to draw perfectly justifiable 
conclusions; one could say: “ Come, now, your rediscount-
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ing is out of all proportion to your capital.” In short, 
in this matter good and evil are closely bound together. 
But I will admit at once that the good predominates, 
although a great amount of work is involved. I should, 
of course, confine myself in the matter of this proposal to 
those domestic and foreign bills which are drawn for more 
than ten days; for, gentlemen, if we were to include every 
bill that the bank sends in with its giro to be cashed, the 
whole statistics would again be turned upside down. The 
bank can not, then, set down in a separate entry the bills 
which, in order to cash, it must first indorse. As I have 
said, if only the annual balance were in question, I should 
second a proposal to the effect that we confer with the 
banks as to the plan of having separate entries for (a) giro 
obligations on domestic bills that are drawn for more than 
ten days, and (6) giro obligations on foreign bills.

Gentlemen, the annual statement is in any case a 
cause of great disturbance among the banks, and even 
if they are to get through still later in consequence of 
this new itemization I myself should regard it as a 
not unimportant improvement. But the chief thing 
that leads me not to oppose this suggestion is the fact 
that it is so very generally desired. The purpose of our 
being in this inquiry commission—and the reason why I 
myself had the honor to be made a member of it— 
was not only that we might hear all that is here said, 
but also that we might ponder carefully over all that 
seems to us to demand consideration; and I have put 
all this before you and advocated it in the hope that at 
least on this point, even though the wishes of each indi
vidual may not be satisfied, still the members of the
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commission may for once come pretty near to a complete 
agreement. Freiherr von Gamp, who regrets that he 
can not be present, has authorized me to say that he 
will be completely satisfied if an understanding can be 
arrived at on this basis. I think that if, as I hope, we 
shall be able to give a fairly unanimous dictum on this 
point, or even if we are able to bring our opinions into 
approximate agreement, we should ask the Reichsbank 
president to use a gentle pressure upon the banks and 
persuade them to issue their statements in this way. 
In this matter also I do not think we ought to pin our
selves down to the particular details; I think we should 
give the president something of a free hand. If the 
banks raise objections, on grounds that are perhaps 
unknown to us, as to some special point, it would be no 
misfortune if this point were to hang over and be brought 
up again at the proper time.

Gentlemen, a publication of these intermediate state
ments, which, if they are to meet our wishes, will be of 
great dimensions—thousands of banks will be included, 
for it is the small banks especially that must be com
pelled to hand over their statements in order that the 
material may be made complete—a publication of these 
intermediate statements in the Reichsanzeiger or elsewhere 
would involve an enormous expense, and besides no 
one would read the thing. But on the other hand there 
must be some supervision to see that these statements 
are always handed in and tested, and since the commis
sion we have in view must, of course, have a secretary, 
this would in my opinion be the proper body. Besides 
this it should be insisted upon that the statements be
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handed in certainly within a month of the time of publi
cation, for otherwise they will be only of historical value. 
They might also be posted in the banks, and, though 
this might not be of much use, it certainly could not do 
any harm. But above all it must be demanded of the 
banks that not only every customer but also every 
newspaper reporter, or any other interested person, 
whether a business man or not, must be shown the state
ment if he asks to see it; otherwise we should not accom
plish our purpose, for it is desired that experts who write 
articles in the periodicals should be furnished with this 
material and should be able to work it over in their 
own way.

Gentlemen, the people who fare the worst in all this 
are the private bankers. I shall not go into this ques
tion any further, but I do not see why we should wish 
to compel the private bankers to make these state
ments. There may be some private bankers who will be 
offended if they are not represented, and will think 
that they are falling behind if they do not publish a 
statement. But we are not concerned with these; we 
are concerned with those who may be transacting deposit 
business at high interest in an unjustifiable manner. 
Here, certainly, there is an evil—in the misuse of the 
words “ savings institution” and the like. The enticing 
of people to make deposits by advertising high interest 
rates is an evil which calls for public attention. No 
one can lay more weight on this than I do. In Ham
burg—Herr Raab will bear me out—we suffer grossly 
through the fact that lottery collectors, etc., call them
selves bankers; put advertisements in the papers to
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the effect that they will receive—not lend—money 
at high rates of interest. There is even one little bank 
among us that has a poster, which is lighted up in the 
evening, on which it is announced that savings are re
ceived there and that 5 per cent interest is paid on them, 
and when you look into the matter further you find 
that it is a bank with ridiculously small capital. Gen
tlemen, this is a positive crime, and I have often asked 
myself how it is to be stopped.

Nevertheless, I can not advocate legal measures, at least 
not in the sense of an imperial law or anything of that kind. 
Here, again, I build my hopes rather upon self-education, 
upon the influence of unhappy experiences; and I trust that 
in time the people will become thoroughly imbued with 
the knowledge that the higher interest they get the more 
they risk their capital. But, gentlemen, we must take 
into account that this knowledge is as yet not wide
spread and that especially for the little people, whose pro
tection is the most important thing involved, the idea of 
a savings institution, savings deposits, and savings bank 
books has something very fascinating about it. In Ham
burg every servant girl, every waiter, every nurse maid 
believes that what she has put into a “ savings institution” 
is perfectly safe for all time, and many people of a higher 
economic grade have the same idea. Where or what the 
savings institution is, is a matter of complete indifference, 
so long as it is called a savings institution; and the higher 
the interest they receive the better pleased they are. 
Moreover, I will not conceal the fact that there are—or at 
least there have been, I think there are not so many now— 
Genossenschaften that have abused this term. Nor will I
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conceal the fact that we in Hamburg have been on the 
point of making a law according to which the words sav
ings institution, savings deposit, and savings bank book 
may be used only in the case of genuine savings institu
tions. Unfortunately, through the accident of an election 
of senators taking place on the day of the division the vote 
on this bill was a tie. As I have said, I am not in favor of 
imperial legislation, but I think that in each of the feder
ated states in which there are communal savings institu
tions, which we do not have in Hamburg, a change could 
and should be made—perhaps by way of an administrative 
order, or, if it can not be done otherwise, by way of legis
lation in the individual state. I do not say so much about 
the acceptance of interest-bearing moneys by small banks 
which are perhaps not quite safe depositories as about the 
misuse of the term savings institution. I do not know 
how it is in the rest of Germany, but in Hamburg it is 
extremely disquieting to see how this term is misused— 
and still more how the term savings bank book is applied 
to all such books as have the outward appearance of being 
savings bank books. Nevertheless, I can not, as I have 
said, advocate imperial legislative measures, but I am sure 
that by way of an administrative order or in some other 
such way the savings institutions and the public could be 
protected, and to this end, I think, we should direct our 
efforts.

Then, finally, we come to the question of how to proceed 
against those who use improper means to induce the public 
to make deposits. I do not know of any way of doing 
this. Legislation, I think, would be of very little use, and 
I can only say that my creed as a banker is that a repu
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table firm never holds out the lure of high rates of interest 
in order to attract deposits. Such conduct has always 
struck me unpleasantly whenever I have run up against it. 
My idea of the nature of deposits is that the depositor goes 
of his own accord to the person who is to take the deposit 
and that the latter says to him ‘ ‘ I can give you so and so 
much interest; if that is not enough, you can go else
where.” If it were practicable to put a stop to the attrac
tion of deposits through the announcement and advertis
ing of the rate of interest—whether practiced by an insig
nificant banker, by a furniture dealer who announces by 
a sign in his window that he gives 5 per cent interest on 
money, or even by the biggest banker—I should at once 
give my support to the plan; but I do not know how an 
adequate legal regulation could be framed, and I am not 
so much in favor of a legislative measure against such 
conduct as of providing protection for the savings insti
tutions. So far as this is concerned, I think it would be 
possible to limit the use of the terms savings institution, 
savings deposit, and savings bank book to institutions 
that are under state or communal supervision, and that 
these should be required to have special permission from 
the authorities to use the terms. This I should regard as 
a very wise measure.

Gentlemen, I shall not again have the floor—some one 
worthier than myself will make the concluding speech; 
before I close, therefore, I must express to our chairman 
my own personal thanks for having given us all such a 
courteous hearing, and for having met all our wishes. 
We have now taken part in the second meeting of the bank 
inquiry commission, and it has certainly been a great
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satisfaction to each one of us to stand by the Reichsbank 
when from certain quarters unjustifiable demands for 
changes with regard to the charter of the Reishsbank have 
been made. I hope that our honored chairman will have 
the satisfaction of finding us come to a unanimous decision 
at least with regard to some of the questions on which we 
have been engaged, so that, on the basis of this unanimity 
in the commission, he for his part can on occasion protect 
the credit banks, the cooperative banks, and the savings 
institutions against unreasonable accusations and at
tacks. [Applause.]

The C h a ir m a n . I wish to express my thanks to Herr 
Schinkel for his kind words to me. But I wish to thank 
him especially for the thorough way in which he has gone 
into the very complicated and very divergent opinions of 
the experts on this difficult matter of the form of the 
balance sheets. If his wish is fulfilled—if the commission 
does come to a fairly unanimous decision with regard to 
certain of the proposals—we shall owe it chiefly to his 
lucid speech and clear judgment, and I entertain the hope 
that the thoroughness with which he has presented the 
case to us may very materially shorten our discussions on 
this point.

Doctor L e x i s . Gentlemen, before summing up my views 
on the question before us I beg that you will permit me 
to go back to some things that were said on subjects that 
we discussed before. I am above all delighted that Herr 
Mommsen and several other gentlemen have thought it 
worth while to consider the idea that the banks should 
invest their surpluses in state paper, and even that they 
should be obliged by law to do so, (cries of “ N o!”), and I
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hope that this idea may perhaps bear fruit. Of course, it 
is only the legal surplus that is here in question. The 
difficulties advanced by Herr Mommsen with regard to 
the increase in the premium, and with regard to the in
crease in the surplus through new issues, could be got rid 
of by providing that only the surplus in the legal sense— 
that is, io per cent of the share capital—would have to be 
invested in state paper.

As to the objection made by some of the gentlemen 
that it would be difficult to handle the state paper of the 
smaller states in the same way as that of the large states, 
I should propose that the only state paper available for 
this purpose should be imperial loans. For in the end 
everything that is of benefit to imperial finance is of 
benefit also to the federated states; there is complete 
joint liability between the Empire and the federated states, 
and it would be foolish for the latter to be jealous of ad
vantages given to the former.

As for a loss in the market price of the securities, there 
is of course a possibility of this; but it will very seldom 
happen that the holdings comprised in the surpluses of 
the banks will actually have to be sold. Even if the 
market price does fall, the paper does not need to be sold.

A  V o ic e . B u t in the balance sheet the actual figures 

m ust appear.

Doctor L e x i s . Then the surplus must be increased to 
that extent; that will not be so very hard. I shall not 
make any positive proposals, but the thing seems to me 
worth considering.

Now, it is admitted on all sides that as a matter of fact 
the cash holdings of the banks are rather scanty. Ac-
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cording to the compilations before us, the great Berlin 
banks are recorded as having, exclusive of their credits 
at the Reichsbank, cash holdings amounting to only 6 
per cent of their outside moneys; that would certainly 
be a very small percentage. We may assume, however, 
that even without legal compulsion the banks will make 
an effort to strengthen their stock of cash, and that the 
Reichsbank, too, will be able to stimulate this effort to a 
considerable degree.

But I wish to point out in this connection that the 
enormous difference existing, according to this compila
tion, between the cash holdings of the German great 
banks and the cash holdings of the twenty-two English 
banks here mentioned appears to me somewhat fallacious, 
since I think that the figures in question can not prop
erly be compared with each other. According to the 
table the sum that the English banks have as “ cash in 
hand and at Bank of England ” is £90,300,000, whereas 
the corresponding entries in the case of the nine German 
banks amount to only £14,720,000. The former sum is, 
in the sense in which we use the term cash holdings, an 
impossibility. The total of private deposits at the Bank of 
England is, on the average, only £40,000,000, and even if 
we assume that the deposits of these twenty-two banks— 
the Economist reports on 75 joint stock banks—form three- 
quarters of the whole amount of private deposits at the Bank 
of England, still they would amount only to £30,000,000. 
Subtract this from the £90,000,000 and £60,000,000 is 
left. Does this perchance consist in cash holdings in 
the sense we mean ? It consists, to begin with, of bank 
notes and gold, and coupons may also be included, though
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these are of no great importance. It is quite impossible, 
however, that these twenty-two banks have 60 million 
pounds in gold and bank notes, for the total bank-note 
circulation of Great Britain and Ireland, exclusive of the 
note reserve of the Bank of England, amounts on the 
average only to £28,000,000 or £29,000,000. Now, sup
posing that £25,000,000 out of these £29,000,000 go to
ward making up the aforesaid £60,000,000, there would still 
remain cash holdings in gold amounting to £35,000,000— 
in other words, about as much as there is in the Bank of 
England, and there would therefore be no ground for the 
constant complaint about the single reserve which is in 
the Bank of England. Hence it is inconceivable that this 
“ cash” is to be understood in our sense; and Herr 
Roland-Eucke, whom I have consulted on the matter, 
also takes this view. It must be that all checks held by 
the banks are regarded as “ cash,” and the checks payable 
by the several banks stand over against each other, and 
perhaps cancel each other the next day. The £90,000,000 
can therefore evidently not be compared with the corre
sponding item relating to the nine Berlin great banks, 
and in so far it would be illegitimate to draw from these 
figures conclusions so very unfavorable to the German 
banks. But, gentlemen, I am nevertheless of the opinion 
that it would be very desirable for our German banks to 
increase their cash holdings; but this will doubtless be 
accomplished without legislative compulsion.

As for the question of the intermediate balance sheets, 
I should be perfectly satisfied if it should turn out that by 
means of a certain amount of pressure brought to bear 
by the Reichsbank and by the associations which are
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concerned in the matter the banks could really be in
duced to compile these statements and make them acces
sible to the public of their own free will. At the same 
time it would not, to my mind, be a source of any great 
danger or unpleasantness to the banks if a legal regula
tion to this effect were established and enforced, and 
this would have the advantage of causing all the material 
to be brought together from the very start, this being 
itself, incidentally, a great gain from the statistical 
point of view. The legal regulation might read something 
like this: The banks shall publish intermediate balance 
sheets at intervals of two months; further regulations 
are to be established by an order of the Bundesrat after 
a hearing of the advisory council which is to be created. 
It would not be necessary for all the banks, large and 
small, to use the same form for their statements; the 
special circumstances of the small banks might be taken 
into account. And from time to time new regulations 
could be issued by the Bundesrat in accordance with 
some felt need and after the expert opinion of the advisory 
council had been taken. I do not apprehend any evil 
results from such a procedure. It would, of course, be 
better if the same thing could be brought about by 
voluntary action, but I doubt whether it could.

At any rate the measure would apply only to those 
banks which are, even as it is, required to make public 
statements as to their condition—that is, to joint stock 
companies, Kommandit companies, and banking asso
ciations with limited liability. Private bankers are not 
subject to this requirement, and here at once a sharp 
distinction presents itself. If, then, the aforementioned
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companies were required to publish their condition six 
times a year, this would be keeping within the sphere 
of the legislation already existing, by which these com
panies are distinguished from private bankers. The 
completeness of the statistical showing would, of course, 
be impaired by these omissions, but I do not think we 
could pry so deep into the affairs of the little bankers 
of countless little cities. But, besides, what does the 
capital of these little bankers really consist in? Is it 
only the capital which is formally invested in the business, 
or is their other property also included? A piece of 
real estate, for example, in the possession of one of these 
bankers is involved in his responsibility, but it does not 
form part of his business capital. It would not be prac
ticable, therefore, to make these demands in the case of 
the little private bankers and to have them satisfactorily 
complied with.

As for further utilization of the material in the balance 
sheets, that would lie with the gentlemen of the commis
sion proposed by Herr Roland-Liicke and with those of 
the advisory council. This advisory council would also, 
in my opinion, have an important part to play in that 
it would constantly point out to the Reichsbank occa
sions where it would be well for the latter to step in with 
influence and suggestions. This commission would also 
have to see to the publication of summaries of the inter
mediate balance sheets. The small banks might per
haps be altogether exempt from separate publication; 
they might hand in their intermediate balance sheets, 
and through the medium of the commission these might 
then be classified into groups and published in summar-
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ized form. There should be from the start the most 
careful supervision—a thing which is desirable also on 
statistical grounds. It could then be seen how in the 
course of the year the separate items of the balance 
sheet are slowly shifted. When any reversal of the 
economic situation is in progress, it will perhaps make 
itself known months in advance in the changing totals 
under the various heads in the intermediate statements. 
It would, of course, show itself much more clearly if 
monthly instead of bimonthly balance sheets were pub
lished, but even in the bimonthly statements there 
would be indications of what was coming. And even 
if only a scientific end were served, still it would be worth 
while; one would see after the event what were the pre
liminary stages of the reversal. In 1907, for example, 
the crisis in Germany did not happen all at once in 
October (it was not a real crisis anyway, but only a 
reversal of conditions); it began as early as the 14th 
of March. On that day—in connection, to be sure, 
with a setback in America—there was a sudden slump 
in all securities at the Berlin bourse. The intermediate 
balance sheets, if these had been available, might pos
sibly have given some preliminary indication of this 
change. In this general movement of the chief items 
of the balance sheets one might at least after the fact 
recognize interesting symptoms of impending economic 
setbacks.

For the rest the commission should not by any means, 
in my opinion, be an authority which can interfere in 
an active way; it should be essentially a body for making 
observations and forming judgments—a body which
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would be in a position to give a pointer to the Reichsbank 
whenever it comes across anything questionable.

As for the illegitimate attraction of customers by small 
banks and bankers, I really do not see what can be done 
about that. Herr Roland-Liicke proposes that the law 
about illegitimate competition be applied here. And this 
seems to me practicable, since the very parties that would 
be in a position to make complaints about the misuse of 
the terms “ savings institutions,’ ’ “ savings deposits,” and 
“ savings bank books,” are the savings banks themselves. 
They can say such representations are an infringement 
upon our rights; besides, they mislead the public; we 
demand that they be put a stop to. Another thing that 
might fit the case is a supplement to the trade regulations, 
to the effect that any person who has been punished be
cause of deception, or on any similar ground, shall no 
longer be permitted to carry on banking business—some
what as even now a great number of professions fall under 
section 35 of the trade regulations. Of course I would 
not have the bankers simply included under this paragraph 
without more ado; but I should consider that its inter
pretation might be enlarged so that those who have been 
punished for deceit, etc., may not be allowed to carry on 
banking business for the time being, or until they have 
given satisfactory evidence of improvement. In this 
way I think the worst evils would be in some measure 
obviated.

Doctor Stroup. On point No. 2 I can sum up my opin
ion very briefly. I think that Herr Schinckel’s treatment 
of the subject, and especially the programme of Herr Ro- 
land-Tucke, should greatly shorten our discussion; I agree
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in general with these ideas and proposals. I too am in 
favor of greater publicity, but of a publicity gradually 
to be brought about, not by compulsion, but by example 
and precept. Even keeping short of compulsion, we can 
easily exercise a gentle pressure in this matter. I need only 
remind you of the influence that the listing bureaus have 
upon the several banks—an influence that may be utilized 
for the attainment of greater publicity.

On the subject of the form of the balance sheets I do 
not wish to speak; I am inclined to think that it would 
be carrying owls to Athens to talk much more on the sub
ject; for in what we have heard to-day, and in the pro
posals of Herr Roland-Eiicke, as also in the hearings of the 
experts, the subject has been treated so thoroughly that 
the Government has only to sit down to table and help 
itself to a plan according to its taste and fancy. I admit, 
to be sure, that it will be a very good instance of the 
embarras de richesse.

There is only one thing that I should like to call atten
tion to. Doctor Weber has just now expressly said that 
greater itemization must be adopted, and that in particu
lar the form of statement that is to be introduced for the 
great banks will not do for the small and middle-sized 
banks.

As for frequency of publication, I think that there 
should be bimonthly statements in the case of the banks, 
but that semiannual statements would be enough for the 
Genossenschaften, and annual statements for the savings 
institutions. The advertisement can not of course appear 
in the Reichsanzeiger, the advertising section of which 
has no wide circulation; it must appear in the local press,
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so that the pople concerned may actually have it before 
them. And the recommendation of Herr Roland-Lucke 
that the statements be posted in the places of business, 
also seems to me practical.

I come now to the last point, which does not seem to 
me of such secondary importance as would appear to be 
attached to it by several of the speakers of the last few 
days. I think it is important for us to see to it that the 
economically weaker and less well-informed people are 
better protected; I do not think this is a thing that we 
may dispose of in a cursory fashion. For my part, I 
should consider it quite in order, in view of the resolu
tion of the Reichstag, for us to consider the possibility of 
making a little draft of a law designed to this end; I admit 
that the question of the legal definition, for use in concrete 
cases, of the word “ solicitation,” presents difficulties; and 
there will also be difficulties in the way of carrying out 
the law. But that should not keep us from embarking 
on a course which is generally recognized as necessary. 
Whether the existing penalties for deception and misrep
resentation are sufficient to meet the cases in question, 
and whether the paragraph about illegitimate competition 
can be made to apply—these are questions that I should 
not like to answer definitely; but it does seem to me un
certain whether the conduct of a certain kind of insig
nificant banker, who stops at nothing in his efforts to 
secure deposits, which he then proceeds to mismanage— 
whether this sort of conduct can be put an end to in the 
way proposed. I call your attention to the discussions that 
took place at the last meeting of the agricultural associa
tion in Swinemunde. President Heiligenstadt has told
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you that on that occasion he brought forward many actual 
examples of gross exploitation practiced, especially in 
country communities, by some of these insignificant 
bankers—examples that can not- be simply passed over. 
From what I hear it appears that in other countries there 
is precautionary legislation on this subject. I did not 
have a chance to get much information on that point. 
Herr Schinckel has told us to-day that in Hamburg they 
have at least £>een considering legal measures with regard 
to the use of the term “ savings institution.” Perhaps 
some one of the laws existing elsewhere could be intro
duced into Germany.

What do we actually have in mind when we speak of the 
law against enticing? Attracting is of course in itself 
not a crime; every human activity depends, in the last 
analysis, upon attracting or enticing. We must distin
guish, then, between allowable invitation and forbidden 
enticing. Under illegitimate enticing I should include the 
following: The promise of unprofessionally high rates of 
interest; improper advertising; misrepresentations; 
fraudulent claims; the use of a misleading designation for 
the business concern, etc. To take up the last point, I think 
the words “ bank ’ ’ and * ‘ banker ’ ’ should be sharply defined; 
I understand that in foreign countries there are legal regu
lations on this matter also. Doctor Obst in his paper 
tries to construct legal definitions which shall fit German 
conditions. Definite rules would have to be adopted as to 
the applicability of various designations, and misleading 
designations would have to be forbidden. To be sure the 
actual determination of such a question as whether a given 
deposit concern had been making use of illegitimate
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enticement would be a difficult matter. The states 
attorney’s office is not, in my opinion, in a position to 
do it, since the matter calls for persons well versed in 
technical banking questions and in business matters; the 
police certainly can not do it; and I therefore think that 
the suggestion of Obst, that perhaps we might in this 
matter call for the assistance of the Reichsbank and its 
five hundred offices, is not without value. Herr Roland- 
Liicke said to-day in private talk that perhaps certain 
central agencies of business, as, for example, the central 
offices of the banks, which we already have, or the central 
offices of the Genossenschaft system, which we also have, 
might serve as vigilance societies and report directly to 
the Reichsbank, and that they might, when necessary, 
interfere through the medium of the advisory council. I 
consider the proposals made by Herr Roland-Liicke to be 
eminently practical; no doubt he will himself go more into 
detail in regard to them. I think that in this way one 
difficult problem may perhaps be solved.

Gentlemen, though I have touched upon some difficul
ties connected with the matter, still I think these difficul
ties are not at all insurmountable; I think it very likely 
that a special law could be made which would keep many 
a man from harm, and would protect business from illegiti
mate elements.

Gentlemen, Herr Schinckel has addressed a word of 
thanks to our highly honored and much loved president. 
I should like to say that I second with all my heart his 
expressions of gratitude. In my opinion, there is no basis 
whatever for the notion that the bank inquiry has not 
yet resulted in anything practical; in point of fact, it has
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the economic development of Germany, this law will 
always be closely associated with the name of Havenstein. 
[Enthusiastic applause.]

Mr. K a Em pf . I merely wish to say a few words on the 
subject of the form for the balance sheets. I agree with 
Herr Schinckel that it would be well for the Reichsbank 
president to use his influence with the banks to bring 
about some such change in the form of the balance sheets 
as was suggested by Herr Schinckel. We shall not be able 
to form a definite conclusion on the matter. I myself 
attach the greatest importance to the condition that the 
thing be done only after an understanding with the banks

of bringing about more detailed itemization, but because

I think that from the published balance sheets one 
should be able to ascertain very accurately what is the

ought to be made apparent. For example, it would be a 
very good thing if bills that have more than ninety days 
to run were kept under a separate head, and if the same 
thing were done with such lombards (loans on collateral)

more than four weeks to run. In that case it might 
not be necessary to enter reports and lombards with firms

had very practical and important consequences, especially 
the supplementary bank act of 1909. In the history of

is arrived at; and if I permit myself to point out one 
consideration on the subject, I do so not for the purpose

I think that this consideration may have the effect of pre
venting the itemization from being carried as far as has 
here been proposed.

fluidity of the banks whose statements are published; and 
I think that whenever possible the duration of the credits

and reports (thirty-day stock-exchange loans) as have
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on the bourse separately from other reports and lombards; 
for even lombards with bourse firms may be reports and 
lombards that do not comply with strict requirements 
of soundness and fluidity. Finally, in the matter of 
the bank’s own securities, I should lay chief weight on 
the question of whether they are quickly realizable or 
not. They may be listed securities and yet not realiz
able. If I have in my portfolio three millions in Harpen 
mine shares, then I have stocks that are quickly realiz
able; but if I have three millions in stocks of which I 
can sell only three thousand marks’ worth a day, then I 
have stocks that are not quickly realizable—and the ques
tion is by no means unimportant from the point of view 
of the fluidity of an undertaking. I have said this, not 
with a view to its being distinctly acted upon, but merely 
in the hope that, when the Reichsbank president shall talk 
the matter over with the banks, this consideration may be 
borne in mind.

I have one more thing to speak about, and that is the 
plan of having giro obligations put down in the annual 
balance sheet. I do not approve of this; I think it could 
only be misleading. Herr Schinkel has already explained 
that the Norddeutsche Bank may have a heavy giro 
obligation if it buys large quantities of bills in London 
for the Belgian National Bank, or for some other foreign 
institution and indorses them. These I should not regard 
as being giro obligations in the sense meant by those who 
wish to have the giro obligations published. I must 
explain further. The Belgian National Bank wants to buy 
a large quantity of mark bills in Germany and gives a 
commission to that effect to the Norddeutsche Bank
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or to some other bank. The ensuing giro obligations 
are not, in my opinion, giro obligations in the sense in 
which the phrase is used by those who demand that giro 
obligations be published. Nor is it only the Belgian 
National Bank; I know that German banks, especially 
mortgage banks, outside Berlin are constantly giving large 
orders to Berlin to buy mark bills for them to put into their 
portfolios. These obligations, too, are not obligations 
such as were meant by those who first raised the demand 
for publication. I think, therefore, that the publication 
of these giro obligations can not but be misleading, and 
whenever we can avoid doing anything misleading we 
ought to do so.

This is what I wished to say. I repeat that the whole 
outcome of to-day’s discussion may, in my opinion, be 
summed up in the recommendation that the Reichsbank 
president conduct his negotiations with the banks on the 
lines here laid down.

Doctor W a g n e r . I am glad to be able to say that on a 
number of not unimportant points a considerable, though 
not complete, unanimity has been attained, not only 
among the men of practice, but also among those of us 
who, like my humble self, my colleague Texis, and others, 
belong rather to the domain of theory. It shows how in 
such discussion differences straighten themselves out; and 
we have constantly found that on such occasions, even 
though things are now and then rather lively, and rather 
pointed remarks are sometimes made, still there is no real 
ill will. The points on which there is, in my opinion, 
practical unanimity are the following:

For one thing, it is admitted on all sides that we carry 
on credit operations with too little cash reserve. If I
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have understood the practical men aright, they admitted 
this themselves. We theorists think there should be 
special legal regulations for strengthening the cash 
reserves, but however this may be, we are all agreed 
that in some way or other they must be strengthened.

I should like in this connection to raise a theoretical 
point that has often been touched upon in the course of 
our deliberations. It can not be said that in themselves 
cash reserves are unproductive. They do not yield 
interest directly, and from the standpoint of the indi
vidual owner they are not income-bearing; but they are 
essential to the conduct of his enterprise and are therefore 
theoretically productive. I could refer here to great 
thinkers—to the one who is perhaps the keenest political 
economist that we have ever had in Germany and who in 
certain respects stands even above Ricardo—I mean Herr
mann, of Munich. Speaking of such reserves, he says that 
nothing could be more fallacious than to regard them as 
unproductive. He, like Bayer and some others, had the 
courage—and it was a case for courage—to say that the 
institution of the Prussian imperial treasury was a very 
proper act.

As to the question of whether the bankers and bank 
managements can themselves be made to see, after talking 
it over with each other, that they must have greater cash 
reserves or whether, as several speakers, with whom I 
agree, have maintained, a certain minimum cash reserve 
(or Reichsbank credit) should be prescribed by law, on 
this point there is still a good deal of difference of opinion; 
but this difference of opinion is not of a sort than can be 
called radical. I hold to the plan of a legal minimum, and
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I think the majority of the gentlemen who have spoken 
on the subject to-day are of this opinion—Herr Direktor 
Schmidt, Herr Raab, and others, and in particular Presi
dent Heiligenstadt. But I admit that if the banks are to 
do the thing of their own free will then all the more appli
cable will that expression become which, I am told, my 
honored neighbor, Doctor Stroll, used, referring to the 
Reichsbank—“ Landgraf, Bandgraf, werde hart!” Cer
tainly the Reichsbank itself must be somewhat more se
vere (at least this is my feeling in the matter), so that the 
banks may know that they can not go on indefinitely 
making their cash reserves smaller and smaller, and that 
they are impairing the strength of the Reichsbank to such 
an extent that the latter is itself afraid now and then that 
it may fall into difficulties. Thus on the whole a certain 
degree of unanimity has been attained as regards this 
point.

Another point upon which there has come to be sub
stantial unanimity is that of the necessity of publication, 
and that with much greater detail on the whole than has 
been given in the intermediate balance sheets hitherto 
published by the great banks, useful as these have been. 
But I have also become convinced—and that by the re
markably clear and lucid speeches of Herr Schinkel, Herr 
Roland-Bucke, and other practical men—that we must 
not go too far in this direction. Too much itemization 
destroys the possibility of a rapid survey, nor can it be 
denied that it would take a great deal of work. And the 
point made by Herr Schinkel also seems to me very im
portant, that it would be well for us to content ourselves 
with a somewhat abridged and not completely itemized
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statement, so long as it comes promptly, since this would 
be of more use than a thoroughly itemized statement com
ing several weeks later. That is the standpoint of a prac
tical man, and I, who am a theorist, agree with him abso
lutely. Here, too, then, I think there is in point of fact 
a certain unanimity.

Furthermore, we have seen that some—I will choose a 
noncommittal term—some agency must be instituted 
which shall form judgments and shall act in some sort as 
a supervisory agency in relation to the stock banks and 
deposit banks. A body such as this is, in my opinion, 
indispensable. This I consider to be clearly established 
by the observations of Herr Roland-Tucke, which I un
fortunately did not hear directly, but as to which I have 
since informed myself—parts of them, too, have been 
repeated to-day by him and by others. Herr Schinkel 
also seconded them, and I think I may say even from the 
somewhat broader standpoint of the demands of a theo
rist, that if instead of doing what I proposed we were to 
succeed in instituting a bureau of supervision conceived 
in this less rigorous spirit, an advisory council, a commis
sion, or whatever you like to call it, acting as far as pos
sible in connection with the Reichsbank, that would be, 
in my opinion, an enormous step forward. Whether a 
commission of this kind will really have sufficient author
ity with all the banks and bankers that are here in ques
tion, I do not say; some of them may not comply without 
demur; but at any rate we might wait and see how things 
develop, just as we did well to await the publications by 
the Berlin banks, which were proposed by my colleague 
Riesser. I therefore welcome this proposal also and think
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that on this point, too, we are really at one, and it is a 
very important point.

I should like also to make one or two brief remarks on 
the subject of balance sheets. I want to remind you that 
in one of the sittings of the Inquiry Commission of last 
year we discussed the plan—Freiherr von Gamp among 
others made a proposal to that effect—of making a sort 
of division in the cash holdings and having the amounts of 
gold separately entered. I think that as a general thing 
this would be impracticable, but in cases in which it is 
practicable to look closely into the matter, these amounts 
might be ascertained. I think something would be 
gained in this direction if the banks, especially the 
few great banks, were called upon to state in their com
plete reports and in their bimonthly balance sheets 
how much of their cash is in gold. Then we should have 
something to go upon. If this were done by the whole 
banking world, then there would be a very interesting 
addition to our data for determining how much of our 
gold coin circulates in the channels of trade; it would 
perhaps no longer be possible to doubt the fact that a great 
deal of gold is so used. At any rate, it would furnish 
some additional material for our statistics of gold. The 
other items that I should like to see improved I may as 
well pass over, since most of my criticisms have been 
conceded, especially in the proposals of Herr Schinkel. 
There is only one point that I should like to bring up again, 
though I know from what Herr Schinkel has said that he 
will not agree with me, and that is the question of whether 
at least two classes should not be distinguished in the 
case of deposits and credits, one comprising demand
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and short-time—eight or fourteen days—liabilities and 
the other liabilities of longer duration. Would this be so 
very hard ? For the question of fluidity it is certainly 
of fundamental importance. By means of this little addi
tional itemization, on the subject of which more might 
jpe said, much would, in my opinion, be gained.

As for the strictly practical proposals for a further 
legal regulation of the banking business, I have not given 
them up. Gentlemen, it seems to me desirable, and even 
necessary, that we should go somewhat further and come 
to an agreement about such minor requirements as that 
relating to the investment of a certain proportion of cash 
holdings and credits at the Reichsbank in bills acceptable 
by the Reichsbank; and further, that with regard to each 
individual point, we should ask ourselves, Has the time 
not come for the exercise of a certain amount of legislative 
pressure? In short, many of these things are to me still 
open questions, but I am perfectly willing to admit 
that they are worth talking about. We have not as yet 
carried on the discussion long enough to come to an agree
ment on this point, and it is very desirable that we should. 
But taking it all in all, we shall have accomplished a great 
deal if we come to an agreement on these other points— 
the necessity of larger cash reserves, the regular publica
tion of balance sheets, and the formation of an advisory 
commission, concerning whose organization we are not 
prepared to speak in detail, but which, we are all agreed, 
is to be instituted not as a separate entity but in some 
sort of close connection with the Reichsbank, and which 
is to take upon itself a kind of moral, though not legal, 
responsibility. If our commission results in these devel-
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opments, it will have had a happy outcome. My impres
sion is that there is a near approach to unanimity on these 
points, even among the gentlemen whose views on many 
subjects are sharply opposed to mine.

These are the chief points that I wished to lay before 
you. •

Permit me to say just a few words more, since I am 
always being subjected to fresh attacks. This morning 
they came especially from Freiherr von Gamp and from 
Herr Kaempf. Herr Kaempf, for example, used this 
expression concerning my remarks of yesterday—de 
omnibus et quibusdam aliis. That may be. But I beg to 
point out that in one instance Herr Kaempf was not 
thoroughly informed as to what I had said, since he had 
not been present. He may have got reports from his 
friends and acquaintances, but such reports are bound to 
be imperfect. I shall therefore put him right on the 
matter. I wish to emphasize the fact that a great many 
of us have come to substantial unanimity on several 
questions. Among these, besides myself, are President 
Heiligenstadt, Director Stroll, Count Kanitz, Herr Singer, 
and many others. And this is quite natural. The 
gentlemen of the banks certainly have the right of way 
in all technical banking questions. On these questions 
their experience perhaps gives them a great advantage 
over us theorists. But I hope you will not—that even 
Herr Kaempf will not—take it ill of me if I say that you 
practical men too often stop short at purely technical 
matters, and do not see, or at least do not attach enough 
importance to, the bearings of all these matters on the 
general development of our whole economic life. If I
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were to go into this point any further I should have to 
repeat myself; Freiherr von Gamp has taken me to task 
this very morning, but still, if I were to reply to him, I 
should have to say over again what I have said two or 
three times already. I stand by what I have said, nor 
do I see any reason to change my view on account of 
Freiherr von Gamp’s comments. I can only say that he 
was not present on the day before, the day on which I 
spoke on the subject. However that may be, we shall 
not be able to agree fully on that question; for our 
answers to it depend, not only upon our views on 
economics, but also upon our views on social policy—I 
might almost say, with Director Stroll, upon our Welt
anschauung. Yes, gentlemen, I agree with all the 
practical banking men that we can not always remain a 
purely agricultural state; in fact it is a long time since we 
could be called that. But neither can we become a purely 
industrial state. On the whole, I side with the agra
rians. You know that on the question of the inheritance 
tax I broke away from the agrarians; but on large general 
questions—especially in the belief that at least we should 
not look upon our development into an industrial state 
as our aim—here I am in sympathy with the agrarians. 
For that matter, on this point there is no great opposition 
of opinion; the issues involved are not all fundamental. 
Even the gentlemen who are in favor of an industrial 
state, even Herr Kaempf, even Herr Mommsen, do not, 
I imagine, nor do you wish for English conditions. Do 
you wish to have us import 90 per cent of our grain? I 
do not think anyone would wish to go as far as that. At 
all events, we can not have this state of affairs, not only
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on account of our agriculture, but also because we must 
have a large country population; we can not do without 
it. I have in mind the whole country population, the 
great landowners, the land-owning nobility, the peasants, 
and the small proprietors; we need them all in Germany. 
If the English really think they can get along without 
them, well, they may be right. We shall see how it 
turns out. In England there is widespread complaint, 
even in industrial circles, over the lack of a proper supply 
of workingmen for the manufacturing industries; even 
the cotton mills can no longer recruit their forces out of 
the rural population. Large general interests are here 
at stake. In this there can, I think, be no room for any 
great difference of opinion, except as to what measures 
would be useful in view of the situation, and still more as 
to the rate of movement. Our development into an 
industrial state, an export state, can no longer proceed on 
the old country roads, so to speak, and with the old 
country coach, or even with the old post chaise; but 
for it to proceed at once on the most modern lines, with 
the speed of a lightning express, or of an automobile, 
that would be going to extremes, and there would have to 
be a reaction. And I therefore maintain that the credit, 
stock, and deposit banks must contribute their share 
toward bringing about a more careful and moderate grant
ing of credit. I shall go no further into this question; I 
know we shall not be able to agree.

I wish to close with a word of a personal nature—and 
it is not out of place for me to do so, since I share with 
Herr Oberbergrat Wachler the—I can not call it the good 
fortune, nor can I call it the honor, but the fate of being
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pretty much the oldest of us all. I should like to express 
for my own part—and I hope I may speak in the name of 
all the rest—my thanks to his excellency, President 
Havenstein, for his impartial, as well as kind, pleasing, 
and obliging conduct of these discussions. (Applause.) 
He has again proved what can be done in this way. It 
was not always an easy thing for him to listen quietly, 
especially to such emotional old fellows as we are. I 
acknowledge this all the more since I myself am indebted 
to him on this score. But every one else will feel the 
same way about it. (Applause.) It means a good deal 
to conduct these meetings, in which such heterogeneous 
elements are assembled, in such a way that no one can 
help saying that it would be impossible to manage the 
thing more impartially or more efficiently as regards the 
attainment of the end in view. I think, too, that if, as 
I say, we have really succeeded in coming to an agree
ment on the aforementioned three main points—if we 
are agreed upon attempting to bring about, through per
suasion and advice, such changes as an increase in the cash 
reserves and a regular publication of complete and serv
iceable balance sheets (inasmuch as the plan of legislative 
action, which I really approved of, is turned down), this 
outcome is largely due to the extremely kind, clever, con
ciliatory, and able conduct of the discussion by Herr 
Reichsbankpresident Excellenz Havenstein. (Applause.) 
Allow me, President Havenstein, to convey to you my own 
feelings of most heartfelt gratitude. (General Applause.)

The C h a i r m a n . I hope your excellency will permit me 
to say a hearty word of thanks for the kind things that you 
have said to me, and I think I may assume, from what
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other members have said, that you have spoken in behalf 
of the whole commission. Permit me to add, however, 
that in point of fact, all through our deliberations, it is 
you that have given and we, representatives of the 
Reichsbank and of the government, that have received. 
Gentlemen, one for whom the office of chairman is made 
so easy, who has had the good fortune, as I  have had both 
last year and this, to be chairman of a commission of which 
all the members are not only masters of the subject, but 
are also, without exception, desirous of making headway— 
such a one finds the office no burden, but a personal pleas
ure, and I may add, in view of the interesting subjects we 
have been discussing, an intellectual pleasure as well. 
For this, gentlemen, I thank you. And since you, Exzel- 
lenz, have spoken in a personal way of yourself and your 
age, I feel that I may express my heartfelt pleasure in 
having you with us to-day in such admirable freshness of 
body and mind—thirty-four or thirty-five years after the 
time when I had the privilege of studying under you for 
three semesters, and of receiving through you my earliest 
interest in political economy. I can only add that I hope 
this vigor may long abide with you, for the good of the 
Fatherland. [Applause.]

Doctor W a g n e r . My most sincere thanks, gentlemen.
Doctor H e i l i g e n s t a d T. Gentlemen, I  should like to 

express very briefly my opinion on the subject of the 
balance sheets and on the subject of the Reichstag’s 
resolution concerning advertising. I am here in the very 
happy situation of agreeing with Herr Schinkel. I regard 
the speech of Herr Schinkel as marking a distinct step in 
advance, especially in that he expresses the view that
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the banking system is under an ever-increasing obligation 
to be an organ of public service.

As for the question of the form of the balance sheets, 
it goes without saying that it will not be possible for all 
the banks, small and great, to give all items. I do think, 
however, that it is rather important for the items to be 
put together in a uniform way, both for the reasons 
adduced by Herr Geheimrat Lexis and also for the sake 
of the better utilization, for scientific purposes and for 
purposes of social legislation, of the data about banking 
conditions. I am in the habit of seeing the balance 
sheets of great banks and of small financial institutions, 
of Schultze-Delitzsch Genossenschaften and savings insti
tutions, and also of the little country Genossenschaften. 
I am convinced that the different items can be put to
gether in a uniform way. In the smaller money and 
credit institutions, when some item or other does not turn 
up, then that item is simply left out of the balance sheet. 
For example, as I pointed out once before, in the small 
country savings and loan institutions there are really no 
regular deposits, but only savings and current-account 
moneys. If uniform heads are prescribed for the balance 
sheets, care should be taken that this should be done in 
such a way as to permit all possible transactions to be 
set down under the same head, which are not to be dis
tinguished from each other in point of quality, but only 
as a matter of quantity.

I agree with Herr Schinkel, too, that in the case of 
the great banks and of certain other banking institutions 
the publication of giro obligations had better perhaps be 
omitted, since it might give rise to misinterpretations.
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But, gentlemen, the publication of giro obligations is a 
thing of great and fundamental importance for the middle- 
sized and small banking concerns, especially for the 
Genossenschaften. I can but tell you—perhaps you 
know it, and perhaps you do not—that the management 
of the Schultze-Delitzsch union lays chief stress upon 
the publication of the giro obligations. I think Director 
Peter, who comes into close relations with the Genossen- 
schaft system, will agree with me that it is extremely 
important for the sake of the sound maintainance of the 
Kreditgenossenschaften that the giro obligations be pub
lished. In fact, the situation there is very different. It 
is not Kommissionsgiros that are here in question, but 
rediscount giros. The giro obligations in these cases arise 
chiefly from the rediscounting of bills for money-making 
purposes. I still maintain that deposit moneys and sav
ings can and should be kept separate, even in the interest 
of the bank’s own condition. Apart from this, I agree 
with what has been said by Herr Schinkel and others 
who have spoken on the subject of the form of the bal
ance sheets.

With regard to the intermediate balance sheets of the 
larger banks, I should be glad if the dates of publication 
were so arranged that these statements should furnish 
public information about the great quarterly periods of 
March-April and September-October. In the case of the 
Schultze-Delitzsch Genossenschaften, at least in the case 
of the larger ones, semiannual statements should suffice, 
as Herr Direktor Doctor Stroll has remarked. In the case 
of the little country Genossenschaften the annual state
ment would do. I referred—I think it was the day
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before yesterday—to the special circumstances existing 
among the little country savings and loan institutions. 
An annual statement should certainly be enough there. 
This plan would meet with no opposition among practical 
men, and for that matter it should not be regarded as 
giving the country savings and loan institutions any 
very special advantage.

The last point I have to take up is the resolution of the 
Reichstag with regard to advertisements about the accept
ance of deposits and savings. Herr Director Doctor 
Stroll has kindly referred to a speech that I made last 
summer in Swinemunde on the occasion of the convention 
of the country Genossenschaften, in which I spoke about 
the effect of this sort of advertisement, and I can assure 
you on the basis of my own experience that things are 
in a very bad way. It is not only a matter of advertise
ments in newspapers, etc., the fact is that in certain parts 
of the Empire there has grown up a downright system of 
catching and barking. [“ Very true.” ] We had a chance 
to observe this development years ago in Westphalia. 
Gentlemen, I want to tell you what large sums are here 
involved—what large sums advertisements of this kind 
cause to be withdrawn from safe and reputable places. 
In connection with some statistics that I was having com
piled for other purposes, I made investigations as to the 
movements of the savings moneys with the Genossen
schaften, and judging from these statistics I have reason 
to believe that in the years 1905, 1906, and 1907, between 
500 and 600 million marks of savings deposits were with
drawn from the small country savings and loan institu
tions as a result of advertisements and promises of high 
interest. [“ Hear! Hear! ” ]
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In some provinces I investigated the matter more 
closely. For the most part it is peasants, but sometimes 
it is also rural Genossenschaften that are enticed into 
withdrawing their money from the Genossenschaften and 
putting it into the places that are advertised. Gentle
men, for years I have busied myself with this question— 
and indeed it was one of my official duties to do so. But 
I am in the same state of mind as Director Stroll—I do not 
at present see any other resource than the enlightenment 
of the people. The only advice I was able to give to the 
gentlemen in Swinemunde was this: Make the people see 
that higher rate of interest means greater risk. And then 
I said to the Genossenschaften you must have more 
esprit de corps; do not bother about other people’s affairs 
until you have looked after your own. Whether any
thing can be accomplished by means of the law relating to 
illegitimate competition, I do not know. I doubt it very 
much. I must frankly say that so far I have been able 
to discover no remedy. [“ Very true.” ]

If any remedy were to be found, I should seize upon it 
with delight. But for the most part these gentry slip 
through your fingers. When you look around, you find 
no one; hardly ever does one succeed in establishing a 
positive case. And yet, of course, it is desirable that this 
advertising and solicitation should be stopped. A few 
years ago, in the provinces of Westphalia and Hanover, 
there were men going about from house to house peddling 
little mortgage debentures and all sorts of securities— 
especially potash shares—and receiving deposits. I think 
I may say right here, however, that the enlightenment of 
the middle class in town and country has made and is con-
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stantly making marked progress. When I look back over 
the fifteen years of activity of the Preussische Zentral- 
genossenschaftskasse, I feel justified in saying that within 
this time an enormous amount has been accomplished in 
the way of enlightenment; wider and wider circles have 
been educated up to making use of properly organized 
money and credit institutions, fulfilling an appropriate 
part in the general money and credit system of the country.

Mr. M o m m s e n . Gentlemen, allow me first to go back to 
a few words in the speech of my honored vis-h-ms, Excel- 
lenz Wagner—words of a rather general nature. Much 
as I, like all the other members of the commission, agree 
with what he said in behalf of us all about our honored 
president, still I think that in going over those points on 
which we are on the whole of one opinion he made one 
very definite mistake. I refer to the question of the cash 
reserve, on which there is really no unanimity. Excel- 
lenz Wagner said that it was admitted on all sides, even 
by the practical men, that the cash reserves of our banks 
are too small and that they must be increased. The 
question of the cash reserve of the Reichsbank is not up 
for discussion this time; we discussed that last year. 
But on the question of the cash reserves of the banks 
there is no unanimity. The reason for this is—I shall 
speak frankly—that the cash reserve means a different 
thing to the theorists from what it means to the practical 
men. To us our cash in hand is not the real reserve, it is 
only what we have to keep in order to satisfy the de
mands for cash that may arise in the ordinary course of 
daily business. Our real reserve consists of course in 
other things. You can not prescribe a minimum for the
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simple reason, as I said a while ago, every different insti
tution, every different time, every different place, has its 
own peculiar kind of cash reserve, according to the nature 
of the clientele and according to the way in which the 
business is conducted. I think that on this one point we 
can not be said to have come to a unanimous decision. I 
should be sorry if it were later publicly assumed that we 
had done so. This is why I have permitted myself to 
make a remonstrance.

I agree thoroughly with Professor Wagner that we have 
really come to an understanding on certain principles—I 
am assuming that we have given up the idea of legislative 
action. Professor Wagner himself has admitted this; and 
Mr. Raab admitted yesterday that as a result of the count
less discussions of this subject that have taken place in 
this assemblage, even those who were theoretically in 
favor of legislative action have come over more and more 
to the opinion that in this instance legislation might 
prove to be more dangerous than beneficial.

With regard to the form of the balance sheets, I can sum 
up my view very briefly. I may say that from my stand
point as a practical man I regard the improvements sug
gested by Herr Schinkel as entirely feasible. I do not think 
that any of the banks could have any reasonable objections 
to making further itemizations. On one point only I should 
like to make a slight reserv ation, and that is with regard 
to the bills. Herr Schinkel wishes to exclude the bank’s 
own acceptances and bills that are drawn by the bank 
itself. That sounds very simple. I am afraid, however, 
that it would involve a great deal of labor, especially for 
the small and middle-sized institutions, which have many
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more of such bills than the great banks. With the great 
banks it would practically mean only the exclusion of 
their own acceptances, for, as is well known, the great 
banks, unlike the small and middle-sized banks, are not 
in the habit of drawing bills themselves. At any rate, 
this is a question that must be carefully gone into by the 
leading banks, for it was they in the first place that set 
the example in this matter of publication. We ourselves 
need not come to a more definite conclusion on the subject.

On the question of giro obligations I agree entirely 
with Herr Schinkel. If public opinion really makes a 
persistent demand for these figures they can be given. 
For the reasons assigned by Herr Schinkel they will 
have no great practical utility. But I should not, as 
Herr Schinkel does, positively reject the proposition. 
On the other hand, I am emphatically opposed to what 
Herr Schitikel has advocated. He wishes to have bills, 
reports, and loans on collateral itemized according to 
their duration, as three-month bills and one-month bills. 
I do not think that it is altogether feasible to do this 
in the statement. If we want to do something of the 
kind in the annual report there is no harm in it; it is 
of no great practical importance.

Herr Kaempf makes another impossible proposal with 
regard to the statement. He wishes to have it appear 
whether the bank’s own stocks are quickly realizable or 
not. Well, gentlemen, how is this to be done, as a 
matter of bookkeeping? Just imagine the man who 
has to make the final arrangement and division of the 
security holdings. How is he to decide, even if he is the 
director himself, whether a given stock is quickly realizable
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or not ? That sort of thing may change from day to day. 
There may be times when a director of the Deutsche 
Bank says, I have here 70,000,000 marks in consols and 
imperial loans; they are not quickly realizable.

A V oice. They can be used as collateral.
Mr. M o m m s e n . N o ; Herr Kaempf was speaking of 

stocks. He expressly said, “ What is quickly realizable 
in the sense that I can immediately sell it.” This is 
really a thing that can not be done in the statement; 
that is purely a matter of judgment and not of figures.

One more point was touched upon by Herr Geheimrat 
Wagner. He said the banks should be obliged to state 
how much gold they have in their vaults. Now, very 
likely this would be a very nice thing from the statistical 
point of view, especially if the gold holdings of the in
dividual banks were not made public. But if published 
balance sheets, which are now becoming so numerous, 
were to furnish this information, the consequences would 
be dangerous. The gold that a bank can at once lay its 
hands on is really only what it has at the Reichsbank, 
for only at the Reichsbank can one positively demand 
gold. From my customers I must take what they give 
me, notes and all. If, as you all demand, this thing is 
always published, and if, as is sure to happen, the scientific 
economists and the newspapers point out that this or 
that bank has too small a stock of gold, what will be 
the result? Before the time for the next statement the 
bank will take, let us say, a couple of hundred thousand 
marks of Reichsbank notes which it has been keeping in 
its treasury; these it will send to the Reichsbank in order 
to get gold in return, and then it will have the gold for
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its next statement. Evidently to publish these figures 
would serve no purpose. Gold in the Reichsbank is a great 
deal more useful than the gold that the banks have in 
their vaults, which is actually, and from practical necessity, 
a small sum in proportion to their entire cash holdings. 
I judge from my own experience, but the situation is 
probably the same everywhere. The cash holdings of 
the great banks are naturally chiefly in the form of 
bank notes, simply because thousands of notes can be 
handled and counted more quickly, and are more suited 
to business on a large scale. My advice would be, there
fore, not to introduce a thing that is really to no purpose. 
Let us simply agree to request the Reichsbank to treat 
with the banks in regard to a further itemization of their 
statements, such as has been proposed by Herr Schinkel. 
Whether this request will lead to immediate results we 
can not decide here.

There is one little thing I should like to say with regard 
to point 4. I agree with all that has been said in depreca
tion and condemnation of the existing system of solicita
tion in the provinces. I think, however, that it is really 
quite impossible to put a stop to it by law. Herr Stroll 
thinks we might make a draft of a law designed to prevent 
it. But even those who at the time vigorously advocated 
that resolution of the Reichstag (which really came about 
in a very remarkable manner—I shall not enter into this 
question here)—even those people belong to-day, in con
sequence of our discussions, to the side of those who say 
that we shall not be able to accomplish anything here by 
legislation. The necessary distinctions can not be laid 
down by legislation; just as it would be impossible for us,
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by legislation, to put an end to very objectionable prac
tices of the same kind in the banking business and on the 
stock exchange. The only possible way of attacking these 
things is through united action on the part of the banks 
and bankers.

As for the form for the statement, which has received 
the entire approval of Herr Roland-Liicke also, I take it 
for granted that this form is intended to be the basis for 
the form of the annual balance sheet. If you have fol
lowed the matter carefully, you will have seen that even 
the last annual balance sheets of almost all the great 
banks were essentially modeled on this form of statement. 
I think this goes without saying. I wish to add that Herr 
Roland-Liicke, who had to leave early, asked me to state 
that he is in entire agreement with the views of Herr 
Schinkel. He also asked me briefly to sum up once 
more his ideas on point 4—to speak again about what he 
considers to be the only possible measure against the 
solicitation evil. He is indeed also of the opinion that 
the thing can not be done in a night, but only after a long 
educative process. He says we should turn to the exist
ing associations—to the central association of banks and 
bankers, to the central bodies of the savings institutions, 
and the Genossenschaften. These associations should 
then address to their members the request that they send 
in word of every case of such solicitation that comes to 
their knowledge, so that the central body, not the indi
vidual member, may then do something about it, perhaps 
after consultation with the Reichsbank or with the com
mission (if a commission is instituted). Herr Roland- 
Liicke thinks that some use could be made of the law
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relating to illegitimate competition. On this point I am 
more inclined to agree with Herr Heiligenstadt. I don’t 
think much of this law anyway; I am certain that in the 
cases where one would suppose it to be most -useful it 
generally fails one utterly. I should therefore have 
nothing to do with it ; some other way must be found.

There is, however, one thing to which I should like to 
call your attention. The reason that it is generally so 
difficult to do anything with the so-called soliciting 
banks and banking offices is that they acknowledge that 
they do not belong to the profession; they do not become 
members of the associations, etc. Thus they expose no 
surface for attack. Perhaps something can be done about 
that. But this one thing our Commission should in my 
opinion make very clear: If the imperial authorities are 
confronted by the Reichstag with the question, which the 
Reichstag has already raised, of whether anything can 
be done in this matter by legislation, the authorities must 
reply with a very decided negative. It is really impossible 
for a law to be formulated on this subject. I should like, 
too, to ask Herr Stroll if he will not perhaps take occasion 
to modify his opinion in this directioi. He has so far 
been the only one who still thinks that any change could 
be effected by law. Remember this, gentlemen, even if 
the law as first proposed should be a tolerably good one, 
still we can not tell in what shape it might issue from the 
Reichstag. [Interruption.] Yes, Herr Kollege Raab, we 
have often had that experience; whether it went your way 
or ours, we have often been very dissatisfied with the result.

I should like to touch very briefly upon the question of 
the publication of the bank statements. Herr Stroll
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thinks that the publication should take place in the local 
press. I hope you will not think of advising any such 
thing. Hitherto we have never published in the local 
press. You know yourselves that the great banks have 
published only in the Reichsanzeiger. We have confined 
ourselves to this, in spite of the fact that it is not read 
(any more than the advertising section of many other 
papers), simply in order to be able to say to the other 
papers—I publish only in the official organ, in which I 
am, as a rule, obliged by my by-laws to publish. This is 
certainly a point to be considered. Otherwise there is no 
end to the thing, if you once begin to publish in the 
regular press. It would cost the German banks millions 
and millions. An advertisement as big as one of our 
statements always costs, in the papers that have a large 
circulation, 50, 60, or 70 marks. And the thing will go 
on and on indefinitely, for of course if the great banks 
publish very extensively, the little and middle-sized banks 
will have to do the same. I therefore warn you at the 
outset not to go in for newspaper publication. There is 
really no object in it.

Herr Schinkel has suggested that the statement be 
handed in to the commission. Now, in the first place, 
this commission is not yet in existence; we do not know 
whether it will come or how it will come. I should amend 
this to the proposal that the Reichsbank itself, when it is 
ready to do so and has been empowered by the imperial 
chancellor to do so, should determine to what office the 
statements are to be handed in. The statistical depart
ment of the Reichsbank is in a position to make the nec
essary compilations afterwards, without any ado. That 
would, I think, be quite sufficient.
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This is all I wished to say on this question. As to the 

general question which was brought up to-day by Exzel- 
lenz Wagner, about the agricultural state and the indus
trial state, I shall not go into that. I would merely declare 
that we, Herr Kaempf and I, are neither of us in favor of 
Germany being turned into an exclusively industrial state. 
Throughout all the contests that we have had with the 
agrarians, it has always been very far from our minds to 
ruin the agriculture of Germany. We do not desire any 
such thing—we are not thinking of any such thing. So 
you may dismiss this fear from your minds, even though 
we shall probably differ, and continue to differ, in regard 
to details.

Mr. R aab . Gentlemen, I am in favor of the most exten
sive possible publication of the balance sheets, but not 
without an understanding with the banks. I hope that 
the changes proposed by Herr Schinkel to-day will repre
sent in future the minimum of what we may expect in 
this matter. Then we can wait and see what more can 
be done. The hints thrown out by the Reichsbank will 
have the effect of furnishing us, after a while, with suffi
cient material to enable us to come to a decision.

I wish to speak especially on point 4—the question of 
how we are to proceed against the solicitation system. 
The resolution of the Reichstag, addressed to the Bundes- 
rat, unqualifiedly asks for the drafting of a law designed to 
prevent this practice. And I think this is what ought to 
be demanded in the matter. The fine-sounding hopes 
about education, moral influence, etc., are things that 
call forth no reaction whatever from these people. They 
must be appealed to on much more matter-of-fact grounds
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if they are to pay any attention to the hint. The Reichs- 
bank will have no influence on these people, since it 
quite naturally does not work among these elements 
of the community. They will have to act absolutely 
on their own hook, for respectable banking circles will 
try to have nothing whatever to do with them. There 
is therefore no way of getting hold of these people except 
the law. Herr Kollege Mommsen says that up to now 
Herr Direktor Stroll is the only one who has been in 
favor of a law; well, I shall take my place very mod
estly behind Herr Direktor Stroll, for I hope that we 
may actually come to have a law. That such a law 
would be impossible to carry out, I can not admit. For 
we have heard that said every time we have wanted to 
bring about a decent state of things in any trade matter. 
Let me, for example, remind Herr Kollege Mommsen of 
the contentions over the proof of qualification in the 
building trade; there we had to make way against the 
same kind of obstacles as are now confronting us in the 
domain of banking.

Mr. Mommsen. And what good has it done ?
Mr. R a a b . To be sure, I am not altogether satisfied 

with what ŵ e have done in that matter—we have only 
instituted the lesser proof of qualification. I should have 
been better pleased if we had put through the full proof 
of qualification. According to the law now in force, 
one can not shut the stable door until after the horse is 
stolen. But I am perfectly sure that in ten or twenty 
years from now people will think differently, and legisla
tion will also have become different. Then we shall take 
precautions before a calamity occurs. That state of
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things can not continue in which people who have not 
the slightest inkling of how to manage money or how to 
keep a ledger can collect large sums merely by making 
promises of high rates of interest. This is a much more 
dangerous territory than others in which we have already 
established some sort of order. I will remind you of the 
case of the theater directors; to-day they must bring 
some sort of proof of qualification in regard to their good 
reputation, and they must also prove that they have 
sufficient means, before they receive the permit for carry
ing on a theater. Can not a similar requirement be made 
for the banking profession, at least for that part of the 
banking profession which tries to attract moneys by 
means of advertisements and agents? I know that the 
decision of this commission will be unfavorable to my 
side; but I shall do what I can to bring about a favorable 
decision elsewhere. Then, if a man does not wish to 
obtain the permit—very well; let him refrain from 
attracting deposits by means of signs, advertisements, 
agents, printed circulars, etc. Then we will leave him in 
peace. J know private bankers whose business appears 
to me to be extremely successful in the region in which they 
live. But they do not entice people into making deposits, 
though they receive many. Well, if a man does not wish 
to apply for a permit, very well. But if a man like Herr 
Friedberg, whose beautifully enameled posters I read a 
short time ago in Ostfriesland—the one who, with his 
accomplice, an ex-barber’s assistant, practiced the big
gest kind of swindles—if this man had only been put 
under the microscope beforehand, a great deal of misfor
tune would very likely have been prevented. I see a
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resource, therefore, even in a mere change in the trade 
regulations. We have to-day a great number of activities 
that are obliged to have a permit. Let us include the 
banking business among the number, at least in so far as 
it tries to attract outside moneys through advertisements, 
agents, etc.; and let us fix upon a punishment for any 
one who, without having satisfied the legal requirements, 
uses such means to entice people to make deposits. I do 
not abandon the hope that we shall accomplish something 
in this way. Indeed, I hope we shall enter very soon 
upon this field, and that we shall not wait to take steps 
until a time when there has just been some notorious 
affair. Of this I am fairly certain: As soon as several 
disasters of this kind happen at the same time, legislation 
will step in. But in that case it may step in so suddenly 
that some mistake or other will be unavoidable. Conse
quently I should be glad if the step were pondered over 
in a comparatively quiet period. I hope, then, that, even 
if the commission does not, the Reichstag will find some 
way of causing the little inexperienced people to be 
better protected than they have been hitherto.

Mr. Pe t er . Gentlemen, for the last year, in consequence 
of the proceedings of this inquiry commission, the Berlin 
great banks, and happily also a number of provincial 
institutions, have been publishing intermediate balance 
sheets; and I wish that the practice may be adopted by 
all the institutions. I consider this arrangement to be 
both useful and practicable. Not only in order that the 
specialist may be enabled to make sure of the condition of 
the institution in question, but also in order that the gen
eral public may gradually learn how to read the balance 
sheets intelligently.
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In regard to the annual balance sheets, I am strongly 

in favor of the greatest possible itemization. As Presi
dent Heiligenstadt has said, the Kreditgenossenschaften— 
I refer now especially to those with which I come into con
tact—publish a report of which the itemization corre-

A
sponds almost exactly to the form submitted to us last 
year. This was a satisfaction to me personally, since this 
statement is made out after the model which the Danzig 
Genossenschaft convention recommended four or five 
years ago to the Genossenschaften of the general union.

I have already spoken about the preparation of the 
intermediate balance sheets. I do not think that our 
smaller institutions can be expected to publish in the 
papers, on account of the expense. I think that the 
middle-sized and larger institutions can make out bal
ance sheets every month, every two months, every three 
months, or twice a year; if desired, they can also finally 
publish them. But in view of the expense, this would 
be too much to ask of the smaller institutions.

The proposal that the statement be posted in the place 
of business seems to me practical, although I do not expect 
much to come of it. The statement might be posted in 
a place where no one would read it.

As for the testing of the intermediate balance sheets, I 
think that the Reichsbank—or perhaps the banking com
mission proposed by Herr Roland-Tiicke, if, as I hope, 
such a one is instituted—will be the proper body to under
take this.

With reference to the form of the balance sheet, I agree 
with what has been said so far by the representatives of 
the banks. In regard to the giro obligations, I can con-
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firm what President Heiligenstadt has said: it is a require
ment of the unions of Genossenschaften that the giro 
obligations be published. Schultze-Delitzsch himself, the 
founder of the Genossenschaften, made this demand; 
I myself have often heard him advocate it at meetings of 
the unions. Gentlemen, I am thoroughly convinced that 
this is necessary from the point of view of one who wishes 
to form a judgment as to the balance sheet, and I agree 
with Herr Bernhard, who said last year that this obliga
tion should certainly be laid upon the great banks. I think 
they ought to publish their giro obligations, and I think 
they can do so, unless other considerations stand in the 
way—such as, for example, the fact that the banks of 
other countries do not do it.

I wish to make a proposal in connection wdth what 
Director Schinckel has said on this point. The giro 
obligations might perhaps be divided into rediscounted 
bills on the one hand (I mean bills that the banks them
selves have passed on to the Reichsbank or elsewhere, in 
order to procure money) and all other giro obligations 
on the other hand. I knowT very well that a bank that 
has a large business in commissions may come to have a 
large list of giro obligations not of its own seeking, and, 
of course, in that case wrong conclusions might be drawn. 
But it is very important that one should see what they 
themselves have discounted with cash payment and what 
they have passed on. For in the case of the great banks, 
as well as in the case of the smaller and middle-sized 
institutions, a knowledge of the giro obligations is an 
important element of the data necessary for the forma
tion of a correct judgment in regard to the balance sheet.
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As for the time at which the balance sheet should be 

handed in, I think that even the intermediate balance 
sheets should be prepared early enough so that they may 
be handed in not more than a month after the date of the 
last item.

I have already said, during the general discussion upon 
the fourth question on the list, that I think it would be a 
very good thing if a law could be made which should keep 
improper elements out of the deposit business without 
injury to legitimate business. But even at that time I 
said that I saw no way of doing this. I admit that evils 
exist; I have come across them myself. Only a short 
time ago I noticed that a Genossenschaft which does not 
belong to any of our unions carried on its envelopes this 
announcement: “ Under state inspection in conformity 
with the Genossenschaft law of such and such a date.” 
Gentlemen, you know what state inspection means there. 
The institution did that only to entice the inexperienced. 
I hope that by means of the more extensive instruction of 
the public, which we shall feel it our duty to undertake, 
and also by means of the work of the Roland-Lucke 
banking commission, we may get rid of flagrant evils even 
in this domain. I do think, however, that legislative 
measures would be futile.

Mr. G o n t a r d . Gentlemen, in view of the short time 
we have before us, I shall say only a few words.

I wish to reply to what Herr Oberbergrat Wachler said 
yesterday about my observations on the subject of the 
listing offices, which, for purposes of the reception of 
balance sheets, can be replaced, if need be, by newly 
created offices. He certainly did not hear my speech
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of the day before yesterday. I think that in the long 
run we shall find it necessary to insist upon a more fre
quent submittal of balance sheets by all who are engaged 
in the banking profession.

Mr. M o m m s e n . Private bankers, too ?
Mr. G o n t a r d . Yes; in the long run, I said. I only 

wanted to try to create an instrument for diagnosing the 
credit disease of our body politic. In this connection 
the chief objects to be kept in view, in my opinion, were 
the attainment of the greatest possible decentralization, 
and of expert knowledge on the part of the authorities 
concerned. Perhaps the proposal also has a bearing on 
point 4—the Reichstag resolution. I think that it is 
chiefly the small bankers who work injury in the manner 
referred to in point 4, and so we must try to get to know 
the small bankers and their situation before we begin to 
take further steps. The handing in of the balance sheets 
would be useful from this point of view.

As for the rest, I agree with what Herr Roland-Liicke, 
and still more with what Herr Schinckel, has said.

Count K an itz . Gentlemen, the time is short, and I 
will say only a word. Herr Geheimrat Wagner has 
already expressed his satisfaction in finding that our 
assemblage has come to an agreement on the most im
portant points. In order to make this agreement still 
more complete, I too will state that I am substantially 
in accord with the proposals made by Herr Schinckel and 
Herr Roland-Liicke, and that I hope our discussions 
will bear good fruit.

Mr. S i n g e r . Gentlemen, permit me to say a few words 
first on the subject of the resolution. My friends and I
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voted in the Reichstag for the resolution, and I still con
sider that it constitutes a suggestion to the Bundesrat 
that it investigate the deplorable evils in this domain 
and consider whether anything can be done, and if so, 
what. My friends and I, when we voted in the Reichstag 
for this resolution, did not mean that a law must be 
made at all hazards even if it is perfectly clear before
hand that it will be of no use. I shall not go into details 
as Kollege Raab did; but I wish to say that in my opinion 
these evils render it necessary for the proper government 
authorities—in this case probably the imperial department 
of the interior and the imperial judiciary—to ascertain 
at once what the conditions are and afterwards to decide 
whether the evils can be remedied, and if so how we are 
to proceed—whether through administrative or through 
legislative measures. One often hears the expression 
used in connection with the conditions depicted in the 
resolution: “ There will always be stupid people in the 
world.” That is true, and many losses result from the 
fact that people often place their confidence in any prom
ises that may be made to them by a man to whom they 
are entrusting their money, without making sure that the 
man’s character and reputation afford a sufficient guar
antee that the moneys entrusted to him will be handled 
honestly and soundly. This can not be prevented from 
happening in isolated cases. But when such evils become 
so prevalent as to injure large portions of the community, 
and especially those portions which are not, through their 
callings, in a position to be able to form judgments on 
such matters, then I think wre can no longer call it pater
nalism on the part of the state if it interferes; on the

7 9 3

0

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



t

contrary, it is the duty of those who represent the whole 
community—in this case the duty of the state—to inves
tigate and find out whether there is no remedy. I wish 
to make it quite clear, however, that the resolution of the 
Reichstag, so far as my party is concerned, should not 
be taken to mean that, whatever happens, a law must be 
passed in the next session; for we regarded it merely as 
more or less of a suggestion for the Bundesrat. This is 
shown, too, by the manner in which this resolution origi
nated. It arose in connection with our advocacy of the 
last supplementary bank act. In this connection the 
evils above referred to were brought to light, and we felt it 
our duty to make to the Bundesrat an official suggestion 
in the form of a resolution.

Gentlemen, I consider these two things as the most 
valuable outcome of our discussions: First, the publica
tion of the balance sheets, and, second, the proposals 
made by Herr Roland-Liicke. I think my honored col
league, Exzellenz Wagner, was justified in saying that we 
have come to an agreement on this matter. And this 
was in fact the very task that was set before us. The 
considerations that have been laid before us by men of 
all the different sides—of course I except myself—have 
been intensely interesting and have had bearings upon 
the whole domain of political economy. There can be no 
question but that a great number of very important sug
gestions have been made in the course of these discussions. 
And even though differences of a political and economic 
nature, which are grounded in general philosophical differ
ences, can of course not be removed by a debate of this 
kind—Exzellenz Wagner has himself admitted that—

N at  ion a l M onet ary  Commission
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still, and herein lies the importance of such discussions, 
we may say that our commission has had a happy out
come if a certain amount of unanimity has been attained 
as to the practical arrangements that should be made. 
And this is actually the case. We have agreed that the 
risks involved in legislative regulation in this domain are 
so great as to render it unadvisable as yet to enact a 
deposit law. This is admitted even by those who, like 
myself, are not in theory opposed to legislation in this 
domain. I think I am right, therefore, in saying that 
this agreement, together with the approval of the proposal 
of Herr Roland-Lucke, is the most important result of 
the commission’s discussions.

I shall now take up the question of the publication of 
the balance sheets. I regard the form proposed by Herr 
Schinckel and the additional suggestions made by others 
only as a sort of sketch for the balance sheets to follow 
in a general way. I consider it to be quite out of the 
question that a commission such as ours should be quali
fied to lay down the details of such a schedule. A great 
many preliminary investigations will be necessary. The 
Reichsbank president can not be spared this great amount 
of trouble and work. He will himself muster the forces 
that he deems requisite. It may be, too, that if in the 
meantime the advisory commission shall have been 
formed this body will also have an opportunity of sub
mitting its opinion on the subject. But, at all events, 
the question of what is to be stated in the balance sheets 
must be considered in detail. The important thing about 
the whole arrangement is the mere fact itself that the 
balance sheets ought to be published. The result of this
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publication, if it really goes into effect, is sure to be that 
the banks—and I repeat that I consider this much more 
necessary in the case of the great banks than in the case 
of the small banks—that the banks will be constantly 
aware that through the publication of their statements 
they are made responsible, and that they and their trans
actions are being subjected to public criticism. I think 
it will be a great thing gained if the institutions are 
steadily kept in mind of their duty through the mere 
mechanical force of publication. The second purpose of 
such a publication of balance sheets is that the general 
public may, so far as is possible, be enabled to see at a 
glance what is being done with their deposit moneys, in 
what ways these moneys are being employed, and 
whether the investment of them in joint-stock enter
prises, etc., does not impair the security of the separate 
deposits and the fluidity of the banks. Consequently I 
think that a form should be chosen of such a kind that 
one would not need—you must not take it ill of me if I 
say this—to have attended the Wagner seminar for 
three whole years in order to be able to read these balance 
sheets intelligently. [Laughter.] Some care must be 
taken to make the balance sheets perfectly lucid, so that 
they shall at least be intelligible to people who are mod
erately well versed in such things. As for what is to be 
done later—whether there will need to be legislative 
compulsion—we shall wait and see. I am delighted to 
find that Exzellenz Wagner has finally come over to the 
same view.

I think, therefore, that we can be well content—even 
those of us who look upon our present banking and credit
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system merely as a necessity attendant upon present 
political and social conditions and who are in principle 
opposed to the existing order of society—I think that 
even from this standpoint we can be well content if 
measures are adopted that will at least prepare the way 
for a cure of the evils wThich unquestionably exist. I am 
not enough of an optimist, gentlemen, to think that 
through these means the deficiencies which are the neces
sary consequences of our social organization can be sup
plied in any considerable degree. I am very far from 
entertaining any such belief. And I can only repeat 
what I have already said: Certain evils affecting very 
large portions of the community are an essential concomi
tant of the capitalistic system; we have got to put up 
with them. But even from this standpoint we need not 
give up trying to introduce improvements, though we 
can not build much upon them.

Gentlemen, I shall briefly sum up my points. I think 
that the most important result of our deliberations is our 
agreement upon the two important proposals that I have 
referred to—the publication of balance sheets and the 
formation of an advisory council—both of which are 
measures that are sure to be beneficial, even under present 
conditions. I do not wish to close without seconding in 
the heartiest way the thanks which our honored senior 
Exzellenz Wagner has tendered to the president of the 
Reichsbank and chairman of our meetings.

Doctor S c h m id t . Gentlemen, the protection of the gen
eral public against institutions like the Dachauer Bank is 
a thing that we, all of us, have at heart. From all who 
have made a study of the question, we have heard that
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the method of instruction is the only possible way of pro
tecting the public against these so-called “ corner bankers.” 
I can repeat with great pleasure what Herr Singer has 
said about the unanimity of the commission on these 
three points: First, that legislative interference writh the 
organization of the banking business is to be voted down, 
and that in place of a supervisory board a free commis
sion appointed by the Reichsbank is to be substituted; 
second, that the Reichsbank be requested to make a thor
ough study of the situation with regard to the deposit 
system, carrying on its investigations through compari
sons of the balance sheets of the banks; third, that the 
balance sheets are to be itemized, as was proposed to-day 
by Herr Roland-Liicke and Herr Schinckel. The form 
suggested by them is regarded on all sides as an adequate 
general outline.

Like Herr Schinckel, I lay great weight upon these two 
points: First, that the publication take place with as 
little delay as possible, and that for this purpose the form 
of the statement be not too complicated; second, that, 
contrary to the wishes expressed by various experts, the 
outside foreign bills and the credits of foreign depositors 
be not separately entered in the balance sheets.

It will not, I think, be necessary for the Reichsbank to 
be specially empowered by the imperial department of 
the interior or by the imperial chancellor to receive the 
intermediate balance sheets of the banks and put them 
into shape. The Reichsanzeiger wrill be the best place for 
the publication. I think that even without special author
ization the Reichsbank is qualified to throw these balance 
sheets into an abstract, such as has been made in the case

N a t i o n a l  M o n e t a r y  C o m m i s s i o n
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of the documents with which we have been furnished. 
It would have to examine the balance sheets anyway on 
its own account. I hope that the Reichsbankdirektorium 
and its president would accomplish this new difficult task 
with the same success with which it has accomplished its 
many other tasks.

In connection with this wish for the Reichsbank’s suc
cess in this new matter, I wish to express once more, and 
very heartily, the thanks which our honored member 
Exzellenz Wagner has already tendered to our chairman 
for his amiable, kindly, and skillful guidance of our dis
cussions.

The C h a i r m a n . Gentlemen, we are at the close of our 
deliberations. Permit me to make a brief business an
nouncement. Our intention is to have the proceedings 
of the commission printed and published in the same way 
as were the proceedings of last year.

Now, gentlemen, allow me in closing to make a remark 
of a personal nature. A year and a half ago, when the 
bank inquiry was started, I expressed the wish that our 
discussions, in which both theory and practice have a 
voice, might steadily advance the purpose in hand, and 
that the contentions, doubts, and differences of opinion 
which have arisen on all these questions might, so far 
as is humanly possible, be got rid of, or at least that the 
issues might be clarified and the sharp edges of contrary 
opinions dulled. I gladly and thankfully acknowledge 
that this wish has been fully gratified. It was gratified 
in a high degree last year during the discussions about a 
closer organization of the Reichsbank and its po licy- 
discussions which have already borne good fruit. And

B a n k  I n q u i r y  o f  1 9 0 8 - 9
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I may say that this year’s discussions have been carried 
on with the same singleness of purpose. For this, gentle
men, I must express to you the most heartfelt gratitude, 
not only on my own behalf and on that of the Reichsbank, 
but also on behalf of the imperial chancellor and the 
Bundesrat, who called upon you to undertake these de
liberations.

I must also thank you, gentlemen, for the zeal with 
which you have devoted yourselves, even in these trou
blous times, to the consideration of these often very diffi
cult and complicated questions, and for the devotion with 
which you have given us the benefit of your counsel and of 
your experience—both those of you who have collected 
your material in the scholar’s study, and those of you 
who have collected it in the field of practical economic 
activity.

Gentlemen, upon the work which you have here per
formed there have looked down from the walls of this hall 
the symbolic pictures of creative labor, of trade and 
commerce, of war and peace. We may well regard this 
circumstance as symbolizing the fact that the questions 
which we have here examined reach down deep into the 
very vitals of our economic life, and are closely bound up 
with its safe and healthy development in quiet as well 
as in critical times. And one receives from these dis
cussions the impression that your feeling is that on the 
whole, in spite of the mighty, and in the last two decades 
almost tempestuous, forward movement, the condition 
of our people has remained sound. This is the best 
possible message that we could bring at such a time.
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You have also called attention, gentlemen, to many 

excesses and evils, especially to bad conditions in our credit 
organization and in its various great and small manipu
lations, to abuses which are inevitably bound up with 
such quick growth—abuses which are not introduced of 
set purpose, but which nevertheless exist, and which react 
in very unfortunate ways upon the fluidity of our credit 
organization and of the general business system of the 
country, and finally even upon the Reichsbank itself. 
These are evils which must not be permitted to develop 
further. But you have not—at least in regard to the great 
majority of the questions laid before you—looked upon 
these evils as already so deeply rooted as to render it 
necessary to set fixed limits by way of legislation, limits 
which are likely to put a restraint upon that freedom of 
movement which is, after all, indispensable to living forces. 
You believe, on the contrary, that these excesses and evils 
can still be removed, if the responsible managers and lead
ing men of our different credit organizations and credit 
institutions will but clearly recognize their existence, and 
if with far-seeing glance, with careful thought, with ear
nest endeavor, they will themselves tighten the reins and 
secure the necessary moderation. We of the Reichsbank 
also consider it necessary that such excesses be rooted out, 
and I should consider any success in this direction as an 
important step in advance. But, gentlemen, we must not 
deceive ourselves—very earnest endeavor is needed; it is 
no slight task even gradually to root out and divert into 
other courses customs such as these. And it is interesting 
to see you may see it if you look into the documents

801

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



before you—how even in England, even in the country 
most thoroughly stamped with individualism, the com
mission of the London Chamber of Commerce, which has 
been engaged in the past year, and this year too, in con
sidering similar questions—the strengthening of the gold 
reserve in England, etc.—has also concluded to advocate 
the remedy of voluntary activity and voluntary restraint. 
But it felt obliged to add a very serious warning. The 
concluding sentence of their report'reads as follows: “ The
commission is unanimously of the opinion that the time 
has come for the banks themselves to come to an under
standing on so important a subject, and devise measures 
of their own (to strengthen the stock of gold) inasmuch 
as it is desired that legislative measures be avoided.”

Gentlemen, I, as well as you, hope that in our country 
also it will not be necessary to have recourse to legisla
tive measures—that voluntary endeavor and activity, and 
the clear recognition of the fact that we are confronted 
with certain evils and that we must develop our credit 
organization and our economic system in a sound and 
healthy way—I hope that these things will make them
selves felt among us with greater and greater force. And 
if we do succeed in obtaining results through voluntary 
activity, a large part of our success will be due to your 
services, your devotion, and your counsel.

Gentlemen, I will now close our proceedings.
(Close of session, 6.27 p. m.)

N  a t  i o n  a l M  o n e t  a r y  C o m m i s s i o n
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THE PROPOSALS FOR REFORM IN THE DOMAIN OF 
THE BANK-DEPOSIT SYSTEM AND THE GROUNDS 
ON WHICH THEY REST.

Written opinion of Herr Geheimer Justizrat Prof. Dr. J .  R i E S S E R , Berlin. 
Submitted to the Bank Inquiry Commission at its session of November 
25, 1909.

I .  G e n e r a l .

The German banks have developed from the beginning 
in accordance with the narrow resources of the popula
tion and with the needs of German industry and German 
trade—in a direction, therefore, quite contrary to that 
taken by the English banks. In England, in consequence 
of its wealth and its concentration of trade and credit— 
both of which are factors that are lacking in Germany— 
there has been from the beginning a sharp separation 
between the deposit banks and the other banks. This is 
sufficient explanation of the fact that there are, unfor
tunately, always a large number of Germans who are in 
the habit of undervaluing our own performance, of set
ting up the English system as the only right one, and of 
saying that we absolutely must introduce it into Ger
many. The same opinion is also held, however, by sci
entific authorities worthy of the most careful attention; 
in especial, it has been held for a long time by Adolph 
Wagner. These opinions are of course based upon scien
tific conviction, which always finds it extremely hard to 
yield place to convictions of another kind in consideration 
of mere practical experience. At any rate, the German
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banks have certainly from the start placed themselves at 
the disposal of industry and trade. In my opinion it is 
lucky they have done so, and in any case they have acted 
in pursuance of the historical development of German 
conditions and German needs. Whatever we may think 
on this point, they have made a very essential contribu
tion to the enormous upward movement which industry 
and trade have taken in Germany in the last decades. 
Thus they have indirectly helped to bring it about that 
when agriculture became no longer able to furnish nour
ishment enough and work enough for the greatly in
creased population Germany gradually changed from an 
agricultural state into a predominantly industrial and 
commercial state. This was enough to cause all those 
who hate this “ industrialization,”  or “ the whole ten
dency,” to attack the banking world, which, by means 
of the deposit system, had withdrawn capital from agri
culture and had employed it in the support of industry, 
especially of export industry. These very influential po
litical circles are naturally reenforced by the extremists 
of the other side—by the Social Democrats, who see in 
the banks the most powerful and dangerous representa
tives of mobile capital.

Finally, it is unquestionably true that in the German 
banking business, as in a great many other businesses, 
large enterprise has unfortunately more and more driven 
out small enterprise. The consequence is that a great 
number of members or spokesmen of “ the middle class,” 
which here means the middling and small private bankers 
(e. g., Caesar Straus), have entered the arena in the war 
against the German banking system, which they say has
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gone utterly astray. In the many proposals for reform 
in the deposit system which have been made in the last 
decades one may find all these entirely different political 
and economic ideas, which are constantly contradicting 
each other in their points of departure and in their aims, 
and which have only this one view in common, that 
“ something must be done” and that the capital flowing 
into the banks must somehow or other be applied to agri
culture, or, as they generally prefer to put it, to “ the 
national economic activity;” but as soon as it comes to 
practical proposals all individual tendencies and parties 
become clearly recognizable, even though their wishes are 
often vague and self-contradictory and though the indi
vidual assailants frequently disguise their real purposes 
and advance, without any apparent connection with each 
other, only to make in the end a concerted attack. But 
as soon as a crisis breaks out, a thing wrhich is practically 
unavoidable, no matter what the banking system may 
be, there at once emerge a number of persons who make 
a business of criticism or who have turned themselves 
into experts overnight, who give the impression of being 
permeated with the conviction that under their guidance 
the working of the German banking system would have 
been flawless, and who now seize the happy occasion to 
bring forth their qualification permit as saviors of the 
State by making the most radical proposals they can 
think of.
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1 .  “ t h e  s e c u r i t y  o f  d e p o s i t  c r e d i t o r s ”  a s  t h e  p r i 

m a r y  AIM OF PROPOSALS FOR REFORM.

The proposals for reform that have hitherto been made 
have generally been based—so far as their basis has been 
made known—upon the following assumptions:

A system of banking which, like the German, and unlike 
the English, treats-the flotation and speculation business 
as an integral part of the money and deposit system, 
necessarily endangers the security of deposit creditors, 
since the capital which they have deposited with perfect 
confidence in its safety is employed by the banks for 
procuring the means with which to carry out their own 
undertakings and to make speculations in securities.® 
In Germany the unhappy consequences of this system— 
excessive speculation, excessive flotation,6 crises c—have 
already made their appearance, and have caused the 
deposit creditors to suffer very heavy losses.

2. TH E SEPA RA TE PROPOSALS MADE FROM THIS STAND

POINT, ESP EC IA LLY  THOSE OF CAESAR STRAUS, OTTO 

W ARSCHAUER, AND COUNT VON ARNIM -M USKAU.

The first and chief thing necessary is pronounced to be 
the transition to the English banking system, which 
obviates all these evils; which, through strict division 
of labor, guarantees the safety and sound management 
of deposits and the complete separation between the bourse 
and the deposit business—in other words, the transition

°  Cf. Caesar Straus, Unser De post tenge ids ys tan und seine Gefahren (Frank
fort, Carl Jugel, 189a). 

b Op. cit., p. 17. 
c Op. cit., p. 26.
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to a complete separation between the deposit business 
and the flotation and promotiqn business.

This tendency may be observed especially in the pro
posals of the late Caesar Straus, formerly a private banker 
in Frankfort, and in the proposals of Otto Warschauer.

The former demands the establishment of a single 
deposit bank for the whole German Empire, to be created 
by private resources, but to be under state supervision. 
It was to have a capital of 60,000,000 marks, with 25 per 
cent (15,000,000 marks) paid-in capital, and it was to 
establish branches in all important business centers and 
markets for capital. In other places it was to effect trans
actions through the medium of the Reichsbank.®

Warschauer, on the other hand, demands the establish
ment of a state imperial deposit bank with a share capital 
of 50,000,000 marks and a paid-in capital of 50 per cent 
(25,000,000 marks). Besides this, there might perhaps 
be established deposit banks for the individual states, 
which should bear exactly the same relation to this state 
imperial deposit bank as the private note-issue banks 
bear to the Reichsbank,6 and which, like the private 
note-issue banks, should pursue a tendency toward 
decentralization, and should therefore institute a great 
many branches in the States in question. He prophesies 
for the imperial deposit bank, of which the deposits will 
come to “ at least 1,000,000,000 marks,”  a dividend of 
from 21 to 22 per cent, which he calls an extremely 
low estimate; but after all, in view of the rate of profit 
of the London joint-stock banks, he speaks of 12 per

a Op. cit., pp. 38-39.

b Cf. Otto Warschauer, Das Depositenbankwesen in  Deutschland, in Con
rads Jahrbucher, 3d ser., vol. 27 (1904), pp. 473 ff., 477, 481.
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cent profit as “ reasonably certain.” In this prophecy 
may lie the explanation of the fact that Warschauer wants 
to allow these deposit banks to engage not only in the 
acquisition of first-class mortgages, but also in making 
loans on industrial securities and bank shares (though 
he makes the condition that only “ first-class stocks” be 
handled). In that case, he says, a great many depositors 
would abandon the credit banks, but the credit banks 
themselves, which of course represent only such private 
interests as are entitled to no protection (?) by the 
Imperial Government, would be quick enough to find 
out how to open up new and perhaps more lucrative fields 
of operation.®

At the same time, Warschauer and others make many 
provisional proposals in regard to the existing banking 
institutions that receive deposits. Of these the most 
important are the following:

The proportion of deposits, “ in so far as they are 
savings deposits,” * 6 to the share capital—that is, the max
imum amount of deposits to be taken—must be fixed 
by law at about 200 per cent (for the mortgage banks the 
legal standard is already 50 per cent of this), since, the 
smaller the working capital, the less secure are the rights 
of the creditors.

Further, either0 the following requirement must be 
made:

In general,d all banks that receive deposits, all banking 
associations with limited liability, all Kreditgenossenschaf-

a Op. cit., pp. 480-481.
6 Op. cit., p. 482.
c The writer appears to have lost sight of the alternative proposition.— 

Translator.
<* Cf. Otto Warschauer, pp. 483-484.
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ten,® and all “ professional” depositaries that receive out
side moneys to the extent of more than 50 per cent of 
their own capital and carry on promotion or speculation 
business or themselves take part in industrial enter
prises* * * 6—that is to say, all modern banks and bankers— 
must observe, as they have not done hitherto, the princi
ple of publicity in regard to savings deposits (which are 
to be itemized in the balance sheets); that is, there are 
to be quarterly statements (according to the proposal of 
Count von Arnim-Muskau in the bourse-law commission 
of March 10,1896) or monthly statements, the contents of 
which are to be established by legal standard require
ments, and which are also to state the percentage of the 
savings deposits in relation to the share capital. These 
rough balance sheets are to state:

(а) The total amount of undertakings and promotions 
on the bank’s own or on outside account.

(б) The total amount of payment liabilities formed 
on the day of the closing of the balance sheet by participa
tions, undertakings, and promotions of all kinds.

(c) Holdings in shares of all kinds, entered separately 
from all other securities.

o With unlimited liability. According to Warschauer, the Kredit-
genossenschaften are to be forbidden to accept deposits at all. (Op. cit.,
p. 484.)

6 See the proposal of Count von Amim in the bourse-law commission of 
March io, 1896, the text of which is given by Adolph Weber. (Op. cit., 
pp. 259-260.) Count von Amim wishes definite regulations to be estab
lished for those banks and merchants that are engaged exclusively in the 
deposit business. B y these regulations they are to be forbidden to deal 
in reports, speculations, promotions, and flotations (except for flotations 
that are absolutely safe), or even to have any share in such transactions 
or in any flotations that are not expressly sanctioned. They are also to 
be required to publish monthly rough balance sheets, of which the form 
(the proposal goes into some detail about it) is to be laid down by law.
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(d) The total amount of moneys placed in reports 

( 30-day stock-exchange loans) and loans on collateral.
(e) The total amount of liabilities covered by the 

use of the bank’s own securities or participations and of 
outside securities or participations as collateral or reports.

It has been further demanded by various people 
either that—after the example of the obligation laid 
upon the American note-issue banks (national banks)— 
the savings depositors of the credit banks be given pref
erence over other creditors,0 or that a certain percentage 
of the deposits be invested in a manner which is to be 
established by law.

3 .  PROPOSALS FOR REFORM  MADE FROM OTHER STANDPOINTS.

Again, while expressly stating that he does not mean 
to make any implication as to the necessity of further 
legislative measures, Doctor Heiligenstadt, president of 
the Preussische Zentralgenossenschaftskasse, has lately 
demanded, appealing to the example of America, that 
we at least make a beginning in the way of legislative 
measures; that we require everyone who professionally 
lends or administers moneys to keep a cash reserve of 1 
or 2 per cent of the total of outside moneys, and "to 
deposit this at the Reichsbank.6

This proposal, which was taken up and advocated by 
two experts even before the time of the bank inquiry 
commission, is not based upon a deficient security of 
deposits at the German credit banks. It is based rather 
upon the assumption that, on the one hand (and this is

°  Cf. i. a. Otto Warschauer, op. cit., p. 486 (draft of the law, sec. 3).
bC. Heiligenstadt, Der Deutsche Geldmarkt (in Schmollers Jahrbuch, 

vol. 3 1 , no. 4), p. 98.
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supposed to be chiefly the fault of the banks), in the 
country taken as a whole there is an unsound relation 
subsisting between the investment capital and the working 
capital that has to be kept fluid and that, on the other 
hand, in the balance sheets of the German banks there 
is an unsound relation between the fluid resources and the 
liabilities that represent working capital.

At the same time, and perhaps above all, the measures 
here proposed—and also, indeed, as Heiligenstadt ex
pressly declares,0 the other measures advocated by him— 
would serve to strengthen the working resources of the 
Reichsbank and to make it “ the steward of the national 
reserve,” to the better safety of the ever-increasing out
side moneys, and especially of the deposits. b

In the same sense, probably, is to be understood the reso
lution adopted by the Convention of Economic Reformers 
(February 13 and 14, 1906)/ in which the imperial 
chancellor is called upon, “ in view of the importance 
which the giro and deposit business has assumed since 
1875 (the year of the foundation of the Reichsbank), to 
establish a legal regulation in regard to the cover for the 
deposits of the Reichsbank (!) and of all other banks.” 

Hitherto, having had its attention called only to the 
supposed precarious situation of the deposits, the Reichstag 
has confined itself to agreeing to a proposal for a commis
sion in the form of the following resolution (June 17,1896) 

“ In consideration of the fact that the remunerative 
employment of outside moneys on the part of the banks

°  Op. cit., p. 98, under X . 
b Op. cit., p. 99.
c phnted in the journal Handel und Geuerbe for March 24, 1906 (X II, no. 

a4> p- 47°)-
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and merchants makes it imperatively requisite that meas
ures be taken to ensure the security of the people who 
make such deposits, the imperial chancellor is requested 
to institute an inquiry into the question of how such 
safety measures can be devised, and, having taken into 
account the considerations presented in the draft of the 
bill and in the official statement concerning it, to submit 
a bill as soon as possible.”

4. THE ASSUMPTIONS UNDEREYING THE FIR ST  CLASS OF 

REFORM p r o p o s a l s .

Before we can critically examine these individual pro
posals for reform, we must first follow the course suggested 
by the above-mentioned proposals and by the resolution 
of the Reichsbank, which is based entirely upon them. 
We must, that is, discuss the preliminary question of 
whether in point of fact, in view of the existing situation 
and of past experience, it is necessary or even at all 
urgent that we make reforms or institute “ safety meas
ures”  in the domain of the bank-deposit system for the 
protection of the public.

The first point I shall take up is:

(a) The alleged advantages of the English banking system.

In the first place, it might be maintained, and has indeed 
been maintained, that the English banking system—that 
is, the system of a division of labor between the pure 
deposit banks and the banks engaging in promotions and 
flotations—necessarily affords greater security to the 
depositors than does the German system. For, say the 
advocates of this view, it has been fully proved by ex
perience in all countries that the promotion and flotation
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business can not be carried on without great risks, such 
as are not involved, or at least not to the same extent, in 
the regular conduct of current banking business.

But it has been strikingly shown, especially by Adolph 
Weber and Edgar Jaffe, that precisely in the English 
banks, which are pure deposit banks—I shall not here 
make any special reference to the recent experiences 
with the American note-issue banks—despite all the 
theoretical advantages, there have been in actual practice 
the greatest evils and abuses.

It is perfectly true that the English joint stock banks 
have, as theory requires, taken no direct part in the pro
motion and flotation business or in speculation on the 
stock exchange. But this involves two very objection
able consequences. In the first place, these banks take 
no interest whatever in newly promoted companies and 
in securities issued by such companies, whereas it is a 
particular advantage of the German system that our 
banks in the interest of their credit as flotation concerns, 
if for no other reason, permanently watch over the devel
opment of the companies they have promoted. In the 
second place, the English banks have encouraged specula
tion on the stock exchange and the promotion and 
flotation business to a very dangerous extent, since they 
have put their superfluous moneys at the disposal of the 
bill and stock brokers upon hypothecation of stocks of all 
kinds—always with great profit to jobbers and dealers.0 
This kind of thing was carried so far that in the journal 
of the institute of bankers for October, 1899 (p. 409), it 
was said: “ Nearly the whole of the professional specula-

a Cf. Edgar Jaff6, in the proceedings of the third general convention of 
German bankers, p. 99.
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tion on the stock exchange is carried on with bank 
money.” Among the securities used as collateral there 
were in the last decade a very large number of gold-mine 
shares and American railroad shares, and in critical times 
these are not realizable or are realizable only with great 
losses, so that precisely in critical times the joint stock 
banks have to apply for help to the Bank of England.0 
Thus, in critical times the joint stock banks also resort to 
the ‘‘ single-reserve system”—a system wdiich has long 
been recognized by the English as inadequate and dan
gerous, especially as the Bank of England itself loans out 
again the moneys deposited with it .6

But it is these large holdings, which are finally placed 
at the disposal of the stock exchange, that appear in the 
balance sheets of the joint stock banks as “ Money at call 
and at short notice.” 0 They would appear among us 
under the head of reports and loans on collateral, although 
Caesar Straus, strange to say, identifies them with what 
are called in our bank balance sheets “ Kupons und 
Sorten ”—classing them therefore as quite unimpeachable. d

And it is these sums lent out by the deposit banks, 
which look so harmless in the published balance sheets, 
it is these in the main that have given rise to the condi
tions described by Edgar Jaffe 6 in these severe words: 

“ Nowhere are such wild promotions launched as on 
the London Stock Exchange, nowhere else has the public 
lost such enormous sums.”

a Thus the Bank of England really helps only the stock brokers, not the 
joint stock banks themselves.

b Cf. Edgar Jaffe, Das Englische Bankwesen, p. 204, note 1. 
c Cf. Edgar Jaffe, in the proceedings of the third general convention of 

German bankers, p. 99. 
d Cf. Caesar Straus, op. cit., p. 31.
« Op. cit., p. 99.
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It is also to be noted that in the great crises which 

England, like all other countries, has gone through there 
have been a shocking number of failures among deposit 
banks. I have elsewhere a adduced what seems to me 
adequate mateiial on this subject.6

0 Second edition of the book Zur Entwickelungsge schichte der Deutschen 
Grossbanken, pp. 12-14, note 1.

Thus, for example, in the crisis of 1857 the first failure was that of the 
Borough Bank in Liverpool, which had liabilities to the amount of 
£1,200,000. The next was the Western Bank of Scotland, which had that 
very year paid 9 per cent dividends, and which had 101 branches. This 
bank had to demand £1,603,000 from four insolvent firms, although the 
whole of its owned capital amounted only to £1,500,000. In its published 
balance sheets it had entered under the head of “ good assets” £260,000 
which the managers themselves had described in memoranda that were 
discovered later as not realizable. The Derwent Iron Company owed 
£750,000 and had given as “ security ” (except for one real estate mortgage) 
its own debentures to the extent of £250,000, these debentures being noth
ing in the world but promissory notes of the directors that formed the com
pany. Of course all this did not appear from the published rough balance 
sheets. In 1858 there was the failure, among others, of the Northumber
land and Durham District Bank in Newcastle, which had £1,256,000 of 
deposits. This bank had paid, in the very last semiannual meeting of the 
shareholders, dividends of 7 per cent—a piece of conduct for which the 
directors made the excuse that since so many shareholders lived on their 
dividends they could not bring themselves “ to face them without paying 
any dividend.”

In 1864 there were no less than 27 failures of joint-stock banks, and a 
great many others followed in 1866, as, for example, the Joint Stock Dis
count Company, the Barneds Bank in Liverpool (with £3,500,000 of liabili
ties), the Bank of London, the Consolidated Bank, the Agrar & Mattermans 
Bank, the English Joint Stock Bank, the Imperial Mercantile Credit Com
pany, the European Bank, etc.

In the crisis of 1878 the first bankruptcy was that of the City of Glasgow 
Bank, which had lent £4,000,000 to four firms and had published false 
balance sheets in 1877.

A number of other banks followed.
6 Cf. O. Glauert, Depositenbildung in  England und in  Deutschland (Con

rads Jahrb., 3 F. Bd., V II, p. 808): “ Between 1813 and 1816, 240 country 
banks suspended payments; during the six weeks after the end of 1825, 
70 suspended payment.”  Cf. also Edgar Jaffe, op. cit., pp. 196-197.

According to Karl Mamroth (The Scottish Banks, Conrads Jahrbuch, 3 F. 
Bd. X X IV , vol. 1, p. 43, note 139), there were n  failures of note-issue 
banks in Scotland between 1804 and 1842.
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One finds, further, that in another respect also the 

lauded advantages of the English joint-stock banks are 
only apparent.

The paid-in capital of the English deposit banks is very 
small in itself, as well as in relation to the liabilities. It 
amounted in 1904, for 87 deposit banks, to about 
£65,250,000 sterling, or 1,305,000,000 marks, an average 
of only about 15,000,000 marks to a bank, while the 
surplus appears to be very high in relation to the paid-in 
capital (but not in relation to the liabilities); it is 50 or 
66^3 per cent or even 100 per cent of the share capital; 
and this alone is the reason why, even when the gross 
profits are low, such high dividends have been paid 
(reckoned only, of course, on the paid-in capital of the 
joint-stock banks).3 These are the dividends referred to 
by Warschauer, who wishes to fit out his imperial de
posit bank with a much larger paid-in capital.

Finally, Jaff6 shows b that “ with the exception of a 
very small number of the best banks, which exhibit a 
cash reserve of from 5 to 10 per cent, the English deposit 
banks have no holdings whatever that can be looked 
upon as a reserve in the sense used above.” Jaffe thinks 
that the items under the head “ money at call” (reports 
and other loans to bill brokers and on the stock exchange) 
can not be looked upon as “ a reserve in the sense used 
above,” since some part of the moneys lent out on the 
stock exchange always becomes unfluid at the time of a 
panic.

Even out of those items which constitute the only thing 
that can be called a reserve—that is, even out of the items * 6

a Cf. Edgar Jaff6, Das Englische Bankwesen, pp. 204-205 and 202 ff.
6 Op. cit., pp. 204-205.
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under the head of “ cash” (cash holdings plus credit at 
the Bank of England)—some portion he says can not be 
regarded as reserve, since it is indispensable for the bank’s 
daily business. But even this, as Jaffe takes care to 
point out, gives a too favorable picture of the state of 
affairs, since a great many of the English deposit banks— 
and some of the largest ones are among the worst offen
ders in this respect—withdraw large sums from the stock 
market at the end of every month, and especially at the 
end of every half year, in order that in their published 
statements the item “ cash in hand” may be as large as 
possible® This statement must be modified, however, 
by the admission that, under pressure of public opinion, 
and in pursuance of the example set by the leading institu
tions, almost all English deposit banks keep a reserve of 
this kind to the extent of io or 15 per cent of the liabili
ties. From all this one may judge how much support 
can be found in the actual conditions for the enthusiastic 
appeal to the example of England.

I now pass to the question of how far those reformers 
who take as their starting point the supposed deficient 
security of the deposit creditors are justified in basing 
their reforms upon the assumption that in our country, in 
contrast with England, the share capital and the surplus 
are much too small in proportion to the liabilities; that 
the fluid resources are much too small in proportion to the 
demand and short-notice obligations; further, that in 
Germany the deposits are employed in syndicate trans
actions and speculations in stocks; and finally that the

a This “ Frisieren” of the balance sheets is called in England “ window 
dressing. ”  Cf. Edgar Jaffe, op. cit., p. 205.
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connection of the deposit business with the promotion 
and flotation business has led to great evils.

I begin with the first charge, which is one that is often 
made.

(6) The allegation that the capital and surplus of the German
Credit Banks is too small in proportion to the liabilities.

For the 169 German credit banks with a capital of over
1,000,000 marks—nearly all of which have the amount 
of their deposits (aggregating 2 ̂  billion marks) entered 
specifically in their balance sheets—we have the following 
figures for December 3 1,19 0 8 :

Marks.
Capital...............................................................................................  2, 646, 000, 000
Surplus........................................................................................ . 607, 000, 000

Total resources....................................................................... 3, 253,000,000

Total credits (inclusive of acceptances)....................................  4, 510, 000, 000
Deposits............................................................................................. 2, 746,000, 000

Total liabilities....................................................................  7, 256,000, 000

In other words, the own resources of these 169 banks 
amounted to very nearly half of their total liabilities, 
including acceptances and deposits. In England, on the 
other hand, the paid-in capital amounted to only about 10 
per cent of the outside moneys.®

The 2,746,000,000 marks of deposits were therefore 
more than fully covered by capital and surplus.b

a Cf. Edgar Jaffe, in the proceedings of the third general convention of 
German banks, p. 96; Adolph Weber, op. cit., p. 231. For all the 82 
English deposit banks the surplus alone amounted, in round numbers, to 
£31,000,000—68 per cent of the paid-in capital, but only about per cent
of the liabilities.

6 The 13,912 Genossenschaften that act in connection with the Preus- 
sische Zentralgenossenschaftskasse, and the balance sheets of which are 
available, had at the end of 1905 resources of their own to the amount of
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The following are the statistics for the eight great banks:

[Amounts expressed in thousands of marks.]

Name of bank. Capital.
Capital

and
surplus.

Outside
moneys.

Outside moneys as 
percentage of—

Capital.
Capital

and
surplus.

Deutsche Bank...................................... 200,000 301,831 x, 274,648 637 422
Dresdner Bank...................................... 180,000 231,500 599)643 333 259
Discontogesellschaft.............................. 170,000 227,593 463)551 273 204
Bank fur Handel und Industrie......... 154,000 184,358 395)122 257. 214
SchaaShausenscher Bankverein.......... 145,000 179)157 297,440 205 166
Berliner Handels-Gesellschaft.............. 110,000 144)5°o 209,103 190 145
Kommerz-und Discontobank.............. 85,000 97,702 210,179 247 215
Nationalbank fur Deutschland............ 80,000 92,820 183,458 229 198

It goes without saying that the own resources of these 
German credit banks have increased in a very much 
smaller ratio than their liabilities, since in the matter of 
the increase of capital hard times must also be considered, 
and at such times, especially when only small dividends 
have been paid before, it is not possible to issue shares, 
nor is it desirable to work with a large capital which may 
not yield a corresponding amount of interest. For all 
the credit banks taken together, the surplus alone 
(and this I regard as greatly to the credit of our joint 
stock companies legislation, while Eduard Wagon® 
regards it as greatly to the credit of the German banking 
system) has risen steadily from 12.9 per cent of the share

54,625,382 marks, and outside moneys to the amount of 758,514,000 marks; 
the outside moneys, therefore, were to their own resources in the ratio 
93.7; that is, they amounted to more than thirteen times as much. At 
x,oo2 Genossenschaften with limited liability, the outside moneys were at 
this same time to the own resources in the ratio 88.5.

a Cf. Ed. Wagon, Die finanzielle Entwickelung der deutschen Aktienge- 
sellschaften (Jena, Gustav Fischer, 1903), p. 146.
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capital in 1885 to 22.9 in 1908, the total surplus being 607 
million marks; and the surplus for the Berlin banks rose 
from 17 per cent of the share capital in 1885 to 29r& per 
cent in 1908. This surplus now yields dividends of more 
than 1 X  Per cent for all the banks taken together, and for 
the Berlin banks it yields 1.73 per cent, as against 1.87 
per cent in the year 1906.

But it must be pointed out that while share capital and 
surplus form a “ guarantee resource,” and while a satis
factory figure for these improves the general financial con
dition and diminishes the danger of bankruptcy, still they 
are essentially (inclusive of that part of the debits which 
is not required for the satisfaction of creditors) a guar
antee for the share-holders.

(c.) The fluidity of the German Credit Banks; the Key to
fluidity.

The guaranty, or at least the chief guarantee, for the 
creditors, especially the deposit creditors, lies in the things 
in which the resources of the banks are invested, since the 
creditors must not only be at ease about the bank’s ability 
to pay at all, but must also feel assured that they can 
count upon payment on demand in the case of all moneys 
due them on demand, and payment at the time agreed 
upon in the case of sums due them at stipulated times.

In other words, for the security of the creditors, espe
cially of the deposit creditors, the decisive thing is the 
amount of the fluid assets of the bank, and the way in which 
these are invested,a

°  Cf. Edgar Jaffd, p. 198.
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The fluid resources for the fulfillment of demand and 

short-time obligations must be so large and of such a 
character that the bank will be able to pay out on the spot 
as much as may presumably be demanded in immediate 
payment in the event of a crisis. The question of how 
large a percentage might be demanded in a crisis can only 
be answered according to the indicated probabilities,® 
which vary according to circumstances, which can be 
arrived at only on the basis of practical experience, and 
for which, therefore, no general law can be laid down.

In the same way, only the experience of a long period 
can decide what resources are in general to be regarded as 
fluid resources, although it is often easy enough to say 
which are not fluid.

It necessarily follows that there can be no fixed and 
universally applicable system of estimating fluidity, good 
for all times, places, and institutions; every system is sub
ject to attack at one point or other. Moreover, the man
ner of making out the balance sheets has unfortunately 
been different hitherto for the different banks. Besides, 
one can not tell in the case of the various items how many 
unfluid investments there may be included, even though 
most of the investments are to be regarded as fluid— 
bills, reports, loans on collateral, etc. Then again, in an 
item that would not perhaps in itself be counted among 
fluid resources there might nevertheless in concrete 
instances be some stocks—for example, consols and similar 
securities—which are in normal times immediately realiz
able.

°  Cf. Adolph Wagner, Beitrdge zur Lehre von den Banken, Leipsic, 1857, 
pp. 166-170 and p. 61.
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Finally, in the case of liabilities, especially in the case 

of deposits, one must distinguish, in estimating the flu
idity, between the demand obligations and the other 
obligations, since only the former have a claim to be 
covered by immediately realizable assets, while the others 
require to be covered only at the times at which they fall 
due.a

These things having been noted, I shall now point out 
that the methods of estimating fluidity which have hith
erto been most generally followed start out on the assump
tion that under the head of liabilities are to be counted 
credits, including acceptances, deposits, claims on undi
vided net profits (undivided at the end of the business 
year); and that under the head of fluid resources are to 
be counted cash, reports and loans on collateral (unfor
tunately, these are generally entered as a single item in 
the balance sheets), bills, and securities, but not debits.

There is no doubt whatever that this method, which is 
employed especially by the newspapers—the Frankfurter 
Zeitung, for example—but also to a great extent by tech
nical journals such as the Deutscher Okonomist, is essen
tially mechanical. For no distinction is made between 
demand credits and deposits and other credits and depos
its, and in the case of acceptances no account is taken of 
the fact that as a rule, even in critical times, the cus
tomers whose obligations these cover, or at least the 
majority of them, will send in to the bank the amount

a We must not fail to note in this connection that at times of crisis it is 
only in case of necessity, and even then generally not without danger, 
that a bank can refuse to pay out at once moneys which, according to the 
existing arrangements, are due not on demand, but on short notice. (Cf. 
Deutscher Okonomist, November n ,  1905, X X I I I ,  No. 1194, p. 566.)
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needed for the redemption of its acceptances before the 
time of maturity. Another point in which the method is 
mechanical is that it counts among fluid assets all secu
rities, a much too optimistic principle in the great majority 
of cases. On the other hand, it does not include the 
debits at all, although even in critical times a great 
many of the bank’s debtors always pay their demandable 
debts immediately upon demand.

All these errors are, however, not so very serious, since 
they make not only (as in the case of the inclusion of all 
securities) for the exaggeration of the fluidity, but also 
(as in the case of the noninclusion of the debits among 
the fluid resources, and in the case of the inclusion of all 
acceptances among the liabilities) for the undervaluation 
of the fluidity.® Thus the two kinds of mistakes in some 
measure balance against each other. And besides, since 
the same method is used, one can make comparisons 
between present-day balance sheets and those of former 
years.

The fact that the errors largely cancel each other 
becomes evident when one makes some change in the

a Lansburgh (op. cit., pp. 36-38) calls attention to other cases. He says 
that the capital and cash figures, as well as the other items in the balance 
sheets, are considerably affected by the relations of the banks with each 
other, so that often the same sums are necessarily counted twice or even 
three times. Thus, it often happens that the immediately available 
resources of a bank are in fact much smaller than appears from the balance 
sheet. For example, as Lansburgh points out by way of illustration on 
page 36, a provincial bank may pass its cash on to the central bank. This 
amount that is passed on will figure in the balance sheet of the first bank 
as bank credit, and in the balance sheet of the second bank as cash hold
ings; and in case, as often happens, this bank counts its giro credit at the 
Reichsbank as cash, it may figure a third time as cash holdings of the cen
tral bank at the Reichsbank. A corrective to this lies in the fact that in 
the balance sheet of the central bank the provincial bank appears also 
among the creditors, in virtue of this same sum.
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schedule with the object of avoiding one or another kind 
of error. For example, if we leave out acceptances from 
the list of liabilities, or include only one-third of them, 
and at the same time reckon one-half or one-third of the 
debits as belonging to the fluid assets, and on the other 
hand only one-third or one-tenth of the securities as 
belonging in this class—why, the final result after all this 
alteration will be just about the same as before.

According to the customary method, the degree of 
fluidity—that is, the ratio of the immediately realizable 
assets to the total liabilities (both demand obligations and 
others) a—has been as follows:

(a) For all the German credit banks taken together:

1893 .............................................................................................................  85
1894 .....................................................................................................................  81

1895 .............................................................................................................  72
1896 .....................................................................................................................  73

1897 .....................................................................................................................  75
1898 .....................................................................................................................  72

1899 ....................................................................   73
1900 .....................................................................................................................  70
1901 .................................................   70
1902 .....................................................................................................................  72

i 9°3 ........................................................................................................................  67
1904 .....................................................................................................................  66
1905 .....................................................................................................................  62
1906 ........    61
1907 .....................................................................................................................  60
1908 .....................................................................................................................  62

a As long ago as September 5, 1907, in my report before the third general 
convention of German bankers at Hamburg (Proceedings, p. 22, separate 
pamphlet published by Leonhard Simion Nachf., Berlin, 1907, p. 32), I 
expressly maintained that a permanent deterioration of the fluidity of the 
banks’ condition would constitute one of the most serious drawbacks to 
the concentration of banks.
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(b) For the Berlin banks:

1893 ..................................................................................................  88
1894 .................................................................................................. 83
1895 .................................................................................................. 73
1896 .....................................................................................................................  75
1897 .................................................................................................. 79
1898 .................................................................................................. 76
1899 .................................................................................................. 78

1900 .................................................................................................. 73
1901 ................................................................................................................ .. 70
1902 .....................................................................................................................  76

1903 .....................................................................................................................  71
1904 .....................................................................................................................  70

i9°S ....................................................................................................  6 5
1906 ................    63

1907 .....................................................................................................................  63
1908 .........................................................    64

The ratio grew steadily worse and worse, therefore 
(with slight interruptions in 1896, 1897, and 1902), all 
through the years from 1893 to 1907, and this fact is grist 
to the mill of the combination formed by the various 
opponents of our German banking system. But in close 
connection with this fact stand other developments that 
must not be overlooked: first, the strong tendency toward 
concentration in banking and in industry which came 
into existence during this same period; second, the 
demands made by industry upon the banks, which rose 
beyond all expectation; and, finally, the growth of specu
lation, which is a natural consequence of these other two 
developments. The existence of these factors might be 
proved in detail for the several years of this table by the 
increase of debits and of long-time credits. The first 
circumstance accounts, for example, for the increased 
quantity of permanent participations caused by the so-
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called communities of interest; the last two circumstances 
largely explain the growth of debits and acceptances. 
All this leads one to expect, however, that these figures 
will decrease with the subsidence of the movement toward 
concentration, or with the better entrenchment of the 
branches, agencies, etc., of the banks, which have been 
founded in such large numbers during this period, but 
which have been obliged to make heavy demands upon 
the main institutions until such time as they should be 
able to stand on their own feet. Then, too, the figures in 
question may be expected to decrease, like the rate of 
bank discount and the general rate of interest, with the 
subsidence of the industrial boom. Since the banks are 
the keepers of the national purse, their balance sheets 
must give a sort of portrait of the national industrial con
dition ; for there is no real basis in fact for the assertions 
made both by those who support the banks and by those who 
attack them to the effect that the banks are “ the direc
tors of the enterprise of the nation ” —that is, of the nation’s 
economic activities. All the same, it can be proved that 
even in the worst year of all those given in the above table 
(1907), the percentage of the cover (and this is the meas
ure of fluidity) was 60 per cent for all the credit banks 
taken together,® and 63 per cent for all the Berlin banks 
taken together. That is to say, the total liabilities of the 
German credit banks were covered b by fluid resources in 
a ratio of a very little less than two thirds.c

a Of course for any individual credit bank the degree of fluidity may be 
more or less—sometimes very much less—favorable than it is in this total.

b Conrads Jahrb., 3d ser., vol. 34, no. 5, Nov., 1907, p. 588. Cf. also vol. 
20, pp. 86-97.

c Of the fluidity of the Austrian joint stock banks, the ministerial secre
tary, Dr. Eugen Lopuszanski, says (Einige Streiflichter auf das osterreichische
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In an article in the Nation for May 7, 1898, Heinemann 
had estimated the degree of fluidity for eleven Berlin 
great banks as 61 per cent for 1897, whereas he estimated 
it for 1906 a as only a little higher than 50 per cent, but 
without any consideration of the securities. b In like 
manner A. Koppel in Plutus for May 26, 1906, estimates 
that in the five largest Berlin banks the fluidity declined 
from 75 per cent at the end of 1890 to 50 per cent at the 
end of 1905. He also, however, does not count any securi
ties among the assets, and does include the guaranteed 
acceptances among the liabilities.

B a n k  I n q u i r y  o f  1 9 0 8 - 9

Bankwesen, Dorn’s Volkswirthschaftliche Wochenschriftl,., no. 1305, Dec. 31, 
1908, p. 442):

“ The fluidity (in so far as it is represented by the ratio of the so-called 
fluid investments in cash holdings, discounts, loans on collaterals, and re
ports, to the total amount of credits, deposits, and acceptances) amounted 
roughly to 65 per cent at the end of 1883 and 45 per cent at the end of 1907. ’ ’

A comparison between the two years shows that there has been a great 
decline in fluidity among the Austrian joint stock banks.

And yet even the present percentage of 45 per cent is to be regarded as 
relatively not unfavorable.

I repeat that in respect of the fluidity of the constituent parts of the cover 
also the greatest differences may exist among the different banks, without 
this being discernible from any balance sheets or rough balance sheets 
whatever.

aConrads Jahrb., 3dser., vol. 34, no. 5, Nov., 1907, p. 588. Cf. also vol. 
20, pp. 86-97.

b Cf. his article in Conrads Jahrb. (3d ser., vol. 20, p. 90), in which he 
estimates that at eleven Berlin banks, on December 31, 1899, there was a 
cover of only 57 per cent in immediately available assets. In making this 
estimate he did not count either the loans on collateral (which amounted, at 
the end of 1899, in those banks to some 463,000,000 marks) or the securities 
(which amounted in 1898 at those same banks to some 714,500,000 marks). 
In fact, he counted only cash, foreign money, bank credits, bills and reports. 
But this is not in accordance with the facts, since the same uncertainty that 
may be said to exist in regard to the immediate availability of loans on col
lateral (among which were included at that time the bourse reports), may 
be said to exist also in connection with what Heinemann regards as immedi
ately available reports, and indeed even in connection with the bills, which 
are also not always immediately available.
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The Frankfurter Zeitung, on the other hand, in an 

article that appeared on April i, 1907, uses the same (the 
customary) system in estimating the degree of fluidity 
for 45 banks—all the banks that have a share capital 
of more than 10,000,000 marks (jointly, nominally
2,198,800,000 marks), including 9 Berlin great banks and 
36 provincial banks—and it finds (without, however, 
taking account of the net profit) that for these 45 banks 
the degree of fluidity is 67.8 per cent, and that for the 9 
Berlin great banks it is 66.8 per cent—again, then, a 
cover of about two-thirds.

Finally, the Deutscher Okonomist for November 23, 
1907 (p. 561), also uses the customary schedule (leaving 
out, however, acceptances from the list of liabilities and 
securities from the list of assets), and estimates the degree 
of fluidity on December 31, 1906, for 143 banks with 
a capital of 1,000,000 marks or more, as roughly two- 
thirds (deposits and credits, 6,304,000,000 marks; cash, 
bills, and loans on collateral, 4,043,000,000 marks). One 
would arrive at approximately the same result in regard 
to these 143 banks, if one were to put down among the 
liabilities only one-third of the total of acceptances and 
in addition to the deposits and net profits only one-half 
of the amount of other credits—if, that is, one were to 
take account of the difference between demand obliga
tions and other obligations by including only the former 
under liabilities; and if at the same time one were to 

include two-thirds of the total amount of securities 
among fluid assets, as well as cash, bills, loans on collat
eral, and reports (without, however, including any debits).
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One would have in that case 7,394,000,000 marks on the 
one hand and 4,406,000,000 on the other.

These last results agree also fairly well with the estimate 
given by Waldemar Mueller at the bankers’ convention 
in Hamburg. He gave 62.76 per cent as the fluidity 
for 45 banks with a capital of 10,000,000 marks or more, 
although in estimating fluid assets he allowed for one- 
half, instead of one-third, of the total amount of securi
ties, and excluded the net profits altogether, while on 
the other hand he included all the credits among the 
liabilities. He actually arrived at a fluidity of 81.92 
per cent, if he left out the acceptances entirely in estimat
ing the liabilities—an omission, however, which I do 
not consider permissible.

It can hardly be denied that this fluidity, which, 
according to any but purely arbitrary estimates, has been 
found to be about two-thirds even in the worst year we 
have so far had—it can not be denied that this fluidity 
is entirely satisfactory, although, to be sure, the situation 
in England is in this respect a good deal better still 
(naturally enough, however, in view of the reasons I have 
already set forth). But the fluidity of the German credit 
banks would make a very much better showing still if 
the immediately available assets were contrasted, as they 
should be, only with the immediately demandable liabili
ties. For the present, at least, however, this is not 
feasible, since many of the bank balance sheets have not 
hitherto given any information on these points.

The character of the fluid resources may also be described 
as, generally speaking, proper.
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On December 31, 1908, the cash alone, at all the banks 

taken together, amounted to 537,500,000 marks0—that 
is, to almost 8 per cent of the total of credits and deposits 
(7,256,000,000 marks). The acceptances are here not 
included among the credits. On the other hand, we saw 
above that even the best English joint-stock banks exhibit 
a cash reserve of only from 5 to 10 per cent, and that 
most of them have no cash holdings at all in the sense 
affixed to the term by Edgar Jaffe. Besides all this 
cash, the German banks have such quantities of bills— 
and the bill portfolio of the German banks is on the 
average a good one* 6—that on this same day (December 31, 
1908) the total amount in bills at all the banks came to
2.745.800.000 marks. At this time, therefore, cash and 
bills alone came to 3,279,900,000 marks, as against
2.745.800.000 marks of deposits.

The assertion has been made—and of course it has been 
eagerly seized upon by foreign newspapers—that some 
outside moneys, and even some deposits, are “ invested in 
syndicate undertakings or in speculation.” This asser
tion is at once refuted by the fact that at the end of 1908 
the sum total of securities, mortgages, and syndicate par
ticipations at the aforementioned 143 (in 1908, 169) 
credit banks with as much as 1,000,000 marks of capital 
was only 1,198,052,000 marks—only a little more than 
one-third of the capital and surplus of these banks, which 
amounted to 3,253,673,000 marks.c Another two-thirds

0 Cf. Robert Franz, Die deutschen Banken im Jahre 1908, p. 549.
& Of course there are individual cases of banks that have large quantities 

of somewhat questionable bills.
c Cf. Robert Franz, Die deutschen Banken im Jahre 1908 (special reprint 

from the Deutscher Okonomist, Berlin, 1908), p. 25.
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of these banks’ own resources would therefore have to be 
invested in that way before there could be any question of 
any outside moneys, not to speak of deposits, being 
invested in stocks (speculations) or syndicate partici
pations.

I must have proved to you that neither the amount nor 
the character of the fluid assets, nor, again, the degree of 
fluidity, furnishes any ground for wishing to “ reform” the 
German banks in respect of the security of deposits. 
Finally, the assertion that the connection of the deposit 
business with the promotion and flotation business has 
already had very evil results has its only support in the 
fact that in a number of failures, not only among credit 
banks but also among Kreditgenossenschaften and private 
bankers, even deposit creditors have suffered losses. But 
so far as private banks are concerned, these things hap
pened chiefly as the result of criminal conduct on the part 
of the management—conduct that has nothing to do with 
the promotion and flotation business as such, which has 
occurred to a much greater extent in the English banks— 
pure deposit banks—and which, finally, can never be en
tirely prevented by any legislative regulations whatsoever.

The estimate made of these losses by Otto Warschauer ° 
has been brought up to date for 1907 in the statement read 
before the Hamburg bankers’ convention by Dr. Arthur 
Salomonsohn, the head of the Discontogesellschaft.* 6 Of 
its correctness and completeness there can not be the 
slightest question. This statement concerns itself with 
nine credit banks of very small share capital and also

0 Op. cit., pp. 468-470.
6 Proceedings, p. 118.
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two institutions which, either at the time of their going 
into bankruptcy or before were Genossenschaften (Han- 
noverscher Hypothekenverein and Spar- und Vorschuss- 
bank in Dresden). The losses incurred by the deposit 
creditors through these bankrupt institutions during the 
fourteen years from 1894 to 1907 are estimated at
24,000,000 marks in all.

Now of course there are many difficulties in one’s way 
if one tries to determine what percentage of the total de
posits of the German credit banks this total loss repre
sents. For it would not be correct to compare the total 
loss with the sum of the amounts of deposit balances 
reported on December 31 of each of these fourteen years, 
since into each year’s balance the balance of the year be
fore really enters. On the other hand, if one were accord
ingly to count only the deposit balance for December 31, 
1906, 2,700,000,000 marks, one would be taking much too 
small a figure for the deposits. For it is the total sum paid 
in the whole course 0} each year that really matters, and this 
is necessarily larger than the other, since large withdraw
als are made, especially in the last months of the year.

If we consider only this balance of 2,700,000,000 marks 
we get, then, a total for deposits that is much lower than 
the total amount actually paid in.

On the other hand, the estimate made by Salomonsohn 
of the losses—24,000,000 marks—is probably much too 
high, since according to his explanation the claims of the 
deposit creditors are made out on the basis of the balance 
sheet next preceding the bankruptcy, whereas in many 
cases a run on the bank has come just before the bank
ruptcy proceedings, and thus some of the deposits have 
been withdrawn.
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In this estimate, then, the deposits—and besides, only 

a very small part of the deposits consists of savings any
way—the deposits are put at too low, the losses at too 
high, a figure. But even if we take these figures as they 
stand, and figure how many times this total loss of 
24,000,000 marks is contained in the balance of 2,700,- 
000,000 marks—even so it appears that in the fourteen 
years from 1894 to 1907 we have had an average loss 
of only about nine-tenths of one per cent a year. In 
other words, during these fourteen years the average loss 
on a hundred marks of bank deposits has been not quite 
ninety pfennigs a year.®

And within these fourteen years there were two severe 
crises, that of 1901 and that of 1906, from which the 
German banking system and the German banks certainly 
emerged with flying colors, in spite of all difficulties and 
dangers. To be sure, in 1907 and 1908 some rather impor
tant new cases came up, in which banking concerns 
that received deposits failed and deposit creditors suf
fered loss. And according to what I have ascertained, 
this happened during these two years in the case of 29 
private banking firms, 11  registered Genossenschaften 
with limited liability, 1 trade bank, 1 savings and credit 
bank, 2 loan and credit societies, 1 people’s bank (not 
registered as a Genossenschaft with limited liability), 
but only 2 credit banks, the Solinger Bank, in Solingen, 
and the Bonner Bank ftir Handel und Gewerbe, in Bonn.* * * * 6

°  Dr. Riesser’s arithmetic seems very queer; apparently he has forgotten
to divide by fourteen. Moreover, it seems extremely strange that he should
regard an average loss of nearly one per cent a year a small matter.—
T ranslato r .

6 The resume published in the Tag of April 7, 1908, under the title of 
“ The Principal Failures of Banks and Bankers in 1906-1907, ”  is altogether
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After the statements that we have heard, one is not 

warranted in speaking either of the investment of deposits 
in syndicate operations and speculative transactions or of 
“ heavy losses” sustained by German depositors and in 
demanding in consequence the introduction of special 
deposit banks or the enactment of special regulations for 
the security of depositors, particularly as bankruptcies 
have been frequent enough in England, where the system 
of pure banks of deposit obtains. We need not be sur
prised, however, if the constant repetition of such asser
tions, which are injuring German credit abroad, finds an 
echo in foreign countries, which are only waiting to hear 
such reports, and if such a journal as the English “ Econo
mist ” recently dished up for the benefit of its readers the 
announcement that the German banks “ had been invest
ing their deposits in mortgages.

unreliable. The title itself is misleading, inasmuch as the table contains 
only a single credit bank, the Marienburger Privatbank, a joint-stock com
pany (of the kind in which part of the stockholders have unlimited liabil
ity), with losses for deposit creditors—as already stated in the above- 
mentioned table of Dr. Salomonsohn—amounting to 6,600,000 marks, 
while the firm of Haller, Sohle & Co., in spite of the addition of “  Hamburg 
Bank”  was no bank, but merely a private banking concern. On the other 
hand, this table, whose essential aim purports to be the giving of figures in 
regard to losses sustained by depositors, makes irrelevant mention of pure 
brokerage firms as well as of a whole string of banking concerns which 
either had no deposits or whose deposit creditors had sustained no losses. 
One firm had gone into liquidation merely because it had been absorbed by 
a bank, on which occasion not a single creditor was even in danger of losing 
anything. Another house in the list, whose creditors are stated to have 
lost 672,000 marks, could not be identified even with the assistance of the 
chambers of commerce.

“ Compare the Deutscher Okonomist of January 18, 1908, vol. xxvi, No. 
1308.
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II. S p e c i a l  P o i n t s .

I .  THE CREATION OF A SIN GLE PRIV A TE DEPOSIT 

BAN K FOR THE GERMAN EM PIRE OR OF A GOVERNMENT 

DEPOSIT BAN K FOR THE GERMAN EM PIRE AND GOVERN

MENT DEPOSIT BAN KS FOR THE INDIVIDUAL STATES.

The facts submitted to us, coupled with the previous 
experiences in Germany, as well as in England, do not 
seem to warrant a transition to the English banking 
system through the creation of a single private deposit 
bank for the German Empire (Caesar Straus) or through 
the creation of a government deposit bank for the German 
Empire, with a number of deposit banks for the individual 
States (Otto Warschauer), if what we desire to achieve 
is greater security for the depositors. These schemes are 
in part impracticable and in part dangerous.

The scheme of a single private deposit bank advocated 
by Straus is not feasible, if for no other reason, because 
neither the German “ great banks” nor the other banks 
and bankers will unite to establish such a single imperial 
deposit bank, inasmuch as they consider, contrary to 
Warschauer’s calculation, that such an institution would 
not pay at present and for a long time to come.

The scheme is impracticable also because the Reichs- 
bank, for obvious reasons, will not undertake to transact 
business for this deposit bank at places where the deposit 
bank has no branch, while the Reichsbank has one. 
If I am rightly informed, the Reichsbank, when it was 
consulted, emphatically rejected the proposal.

The scheme proposed by Warschauer of a government 
institution that should be purely an imperial deposit bank
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(perhaps in conjunction with government deposit banks 
for the individual States) would probably for the time 
being fare no better for various reasons.®

In the first place those connected with the Government 
can not get rid of the conviction that it will not work to 
try to substitute without any previous preparation a 
credit system that has arisen in foreign countries in 
accordance with their peculiar conditions for our own 
indigenous system that has likewise originated in accord
ance with our special conditions. The fact will, moreover, 
have to be recognized that our banks have had a great 
share in the splendid economic development of the past, 
decades, and we should certainly hesitate to cripple the 
arm whose unimpaired strength is sorely needed in the 
severe struggles which we shall undoubtedly have to 
sustain with foreign countries in the coming decades. 
We should thereby be inflicting upon our industry, 
which will have to rely upon the banks even more than 
heretofore, the worst sort of injury.

We should furthermore be unwilling to diminish the 
ability of the banks to pay taxes, which is considered of 
great moment and is extremely necessary, and should 
above all be loath to throw special obstacles in the way 
of the Reichsbank—which had to go through a pretty 
severe fight with the competing banks of issue—by 
interfering with its discount business through the estab
lishment of government deposit banks. The existence 
of this danger is evinced by the conditions prevailing in

°  At the outset of the bank inquiry of 1908 the imperial chancellor made 
an express declaration through the under-secretary of state, Wermuth, that 
it was not proposed to separate pure deposit banks from mixed banks.
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England.® The situation there shows that the discount 
business of the Bank of England has been retrograding 
for a long time and that the institution is compelled, 
mainly by the competition of the large deposit banks, to 
discount its bills at the rate which happens to rule in 
the money market, which, exceptional cases not con
sidered, is far below the official bank rate. We find, 
moreover, that in the matter of loans the Bank of England 
has been obliged to let the great deposit banks take hold 
of the reins. These are in a position to place enormous 
sums at the disposal of the money market in the way of 
loans, with which they can successfully counteract the 
increases in the rate of discount that the Bank of England 
may consider desirable.

In this way it has come to pass that of all its various 
functions, none of which could be dropped without 
injury to the public, the Bank of England is in a position 
to perform only a single one vigorously and successfully, 
the regulation of the currency.

This shows the fallacy of the view* 6 that “ there is no 
reason for apprehension on the ground that the interests 
of the Reichsbank and those of the deposit bank would 
clash,” and that, as a matter of fact, “ their interests 
would be identical, so that the two institutions”—the 
deposit bank regarded as subordinated to the Reichs
bank—“ would labor for the maintenance and strengthen
ing of a regulated monetary circulation.” The creation of 
government banks of deposit, moreover, would not have 
the effect of fundamentally changing the existing German

“ Compare Edgar JafT6, Das Englische Bankwesen, pp. 170-178.
6 Caesar Straus, op. cit., pp. 38-39; Otto Warschauer, op. cit., p.474.
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banking system—not to speak of improving it—but would 
only render it less efficient.

At the outset the German credit banks would not take 
any steps to protect themselves, inasmuch as they would 
probably feel sure that the new competition would not, 
at the beginning, at least, be the source of any real danger 
with respect to their deposit business.

Should the credit banks, however, feel that their busi
ness was actually endangered after the creation of govern
ment deposit banks, or in case the Seehandlung and other 
state institutions were to take vigorous measures to 
expand their deposit business, they would naturally be 
forced, in order to protect themselves, to engage in a 
competitive struggle with all the means at their disposal. 
They would, as far as this was possible, convert the exist
ing deposit departments into special deposit banks or 
else establish new deposit banks, and in either case they 
would assume the management of these new deposit 
banks and the ownership of the stock and retain them in 
their hands.®

a This disposes of the allegation of the former bank official, Lansburgh (op_ 
cit., p. 55), even if it be true, to the effect that the sole underlying motive 
that causes the German bank managers to be opposed to deposit banks is the 
circumstance that there is not enough profit in them. The charge thus 
brought against all German bankers that they pursue a self-seeking policy 
and show a lack of the sense of duty is not made more excusable by the fact 
that Lansburgh (ib.) proceeds from the false premises—false with reference 
to the absolutely and relatively small proportions that the wealth of the 
German people has thus far attained—that “ deposit banks pay better than 
the so-called Effektenbanken." The managers of the German credit banks 
have never held this view. As soon as they change their opinion, and when 
they consider such action necessary by reason of legislative measures or the 
growth of government institutions or deposit banks, they will themselves 
proceed to establish deposit banks.
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In that event we should have the imperial deposit 

bank, the deposit banks of the individual States, and a 
whole array of private competing deposit banks, all of 
which—both the public and the private institutions— 
would be obliged to provide the German Empire with an 
endless number of branches, and would together sooner or 
later (perhaps in connection with the banks of issue still 
existing in some of the States) throw great and possibly 
insurmountable obstacles in the way of the conduct of 
the discount business by the Reichsbank,0 which con
trary to the view expressed by Ad. Weber (op. cit., p. 262), 
is by no means something that it will be time to guard 
against later on. The picture here presented of the con
ditions that would ensue in case the Warschauer pro
posal were adopted, if we are to judge by the experience 
of England, is by no means overdrawn. It ought to be 
enough to make us reject the scheme, which, in addition 
to its inherent unsoundness, is based upon what I con
sider a mistaken notion that our banking system is infe
rior to the English and should give way to it, the fact 
being that it is the English who have for a long time been 
insisting vigorously on a reform of their banking system 
and that they have been envying us our banking system 
up to the time when the agitation that was started here

a Compare O. Glauert (op. cit., p. 8x5) and Richard Koch, president of 
the Reichsbank, in Bank-Archiv, Vol. IV, No. 5, March, 1905. If, as Koch 
says, the task of the Reichsbank is “ rendered more difficult nowadays by the 
influence upon the open market of the concentration of the credit banks,”  it 
may be said that the same would be true in a greater measure of the 
imperial deposit bank, the deposit banks in the individual States, or of the 
private deposit banks, if such institutions were to be created. In their case 
we might perhaps not have to speak merely of the increased difficulties 
thrown in the way of the Reichsbank, but perhaps of a frequent thwarting 
of the policy of the Reichsbank. Compare Edgar Jaffe, Das Englische 
Bankwesen, pp. 170-178.
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obscured their hitherto clear vision. As late as July, 
1906, an article in “ The Bankers’ Magazine,” entitled 
“ The future of international banking,” contained the 
following:

“ In Germany we find a banking policy, which, though 
in minor points borrowed from other countries, differs 
essentially from all others in giving full expression to the 
national genius. It is as scientific and thoroughly coor
dinated as English banking policy is unscientific and hap
hazard. The German banking system does not stand 
aloof from industry and commerce as ours does. The 
three are all closely associated. They have a common 
understanding and a strong sentiment of solidarity.”

That is the way people speak abroad.® With us the 
fact that a hen has laid a golden egg is enough to call 
forth a universal demand that she shall be killed.

0 This is what La chronique industrielle, maritime, et coloniale, of Jan
uary 6, 1905, said in an article entitled La haute Banque allemande: 
“ Grace a l ’appui et au concours que la haute finance lui a prete, l ’indus- 
trie allemande a pris en peu de temps un d£veloppement gigantesque. 
II n ’est point douteux que, sans cette alliance, sans cette union des forces 
industrielles et des forces financi&res, 1 ’Empire n ’eut pas r6alis6 les mer- 
veilles dont nous avons £te les temoins.”

Compare also the utterances reproduced on page 257 of Ad. Weber’s 
work, among which are one of Anatole Leroy-Beaulieu and one of an Eng
lish writer on finance, who says of the German banks: “ They are virtu
ally the pioneers of the home and foreign trade of the German Empire.”  
(See Frederick J . Fuller and H. D. Rowan, “ Foreign Competition in its 
Relation to Banking”  in the Journal of the Institute of Bankers, Vol. 
X X I , Pt. II , p. 55.) Even Andre Sayous, who often criticizes severely 
the policy of the German banks and who, in his work, Les Banques de 
Depot, les Banques de Credit, et les Societes financieres (p. 292-293), goes so 
far as to assert that " a  panic, one that need not even be a particu
larly serious panic, would compel nearly all the German banks to suspend 
payment,”  winds up the third chapter of his book with the words: “ Quoi 
qu’il en soit, tandis que les banques franchises ont accentue la stagnation 
economique de notre pays, les banques allemandes ont pris une part con
siderable au brillant essor industriel et commercial de l ’Allemagne.”
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On the strength of the expressions of opinion submitted 

to us and in view of the attitude of the imperial chancellor, 
who, in accordance with the declaration made at the 
beginning of the discussions of the Bank Inquiry Com
mission, means to oppose any attempt to change by 
legislative means the hitherto existing mixed banking 
system, I deem it unnecessary to reproduce the argu
ments—set forth in pages 155-160 of the second edition 
of my work—which I have used to demonstrate that 
the profits of the proposed state deposit banks, which 
Warschauer believes would yield a dividend of 21 or 22 
per cent (!), or, at any rate, of at least 12 per cent, would, 
according to all indications, be a very moderate one.®

o I pointed out there and elsewhere that, as far as human foresight can 
anticipate, it is a false assumption that the deposits in the imperial deposit 
bank, unless the credit balances in the post-check offices were to be assigned 
to it, would reach the sum of at least a billion marks, the amount on which 
Warschauer bases his calculation of the profits of the institution. But 
even if this assumption be granted, we should have to deduct the business 
expenses from the gross profits which, at the beginning at least, could 
hardly exceed i per cent, so that the net profits, inasmuch as the running 
expenses at present (see Robert Franz, Die Deutschen Banken ini Jahre 
1907, p. 78) in the case of the German credit banks absorb 31 per cent 
(33 per cent in the case of the Berlin banks) of the gross profits, can hardly 
amount to more than from one-fourth to one-half per cent of the aggregate 
interest-bearing deposits, and the dividends, depending upon the amount 
of the capital stock, will amount to about 5 or 6 per cent, and that only 
after some time. I pointed out, moreover, that the analogy of the English 
deposit banks, whose dividends are at the bottom of Warschauer’s cal
culations, does not apply. For in England the amount of the paid-in 
capital, on which the dividends are paid, in contrast with the surplus 
funds, is for the most part absolutely and relatively very small (87 deposit 
banks had in 1904'an average of only 15,000,000 marks) while the volume 
of business and the aggregate of deposits (6,750,000,000 marks) are very 
large. In addition, the rate of interest allowed in London on deposits not 
subject to notice of withdrawal, or subject to two weeks’ notice, is 1%  per 
cent below the bank discount rate, and interest is paid only if the deposit 
has been at least one month at the disposal of the bank. Besides, tire 
amount of the deposit is not to fall below £10 . Warschauer suggests, 
evidently with reference to increasing the profits, that the proposed institu
tion shall be authorized to make advances on “ first-class”  industrial securi-
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2. THE GRANTING OF A PR EFER EN C E TO DEPOSIT CREDITORS.

That the demand for the granting of a preference to 
deposit creditors is not justified by experience has been 
already set forth. But even if it could be urged on 
better grounds it could hardly claim our approval. It 
would by no means be an easy matter to decide to accord 
a preference to deposit creditors with respect to the 
other creditors of the bank, who have likewise entrusted 
to it their cash money in connection with accounts 
current or otherwise. It would be a death stroke to the 
granting of credit to the banks.

The thing is all the less feasible because the concept of 
deposits is not established either theoretically or prac
tically and admits still less of being determined legally in 
the face of the many and constantly changing conditions 
involved with reference to the account-current balances, 
30-day stock exchange transactions, etc.®

ties and bank stock to 30 per cent of the market quotations. In regard to 
this there is in my opinion the objection that the price of dividend-bearing 
securities is subject to considerable fluctuations, and that at a time of 
crisis it is very difficult or even impossible to dispose of them, unless at a 
great sacrifice, while just at such times it is hard to get the borrower to 
increase his collateral and the repayment of the loan can not be reckoned on. 
What would in reality be accomplished is the very thing that we find 
fault with in the case of the English deposit banks—the encouragement of 
stock-exchange speculation carried on with the money of the deposit banks.

In regard finally to Warschauer’s idea that the pure banks of deposit 
should be required to “ invest in first mortgages,”  I am of opinion that in 
view of the necessity of their being prepared to pay back the deposits that 
are withdrawable without notice or at short notice and. the difficulty they 
might encounter in the way of realizing even on first mortgages, such 
investments would not be desirable, and certainly not on a large scale.

a It would not be fair to adduce in favor of the proposition here discussed 
the fact that according to Roman law, in the case of the insolvency of a 
banker (argentarius), the creditors who had noninterest-bearing deposits 
possessed a preferential right, described by Papinian as having been intro
duced out of regard for the public good (utilitate publica receptum). Mod
ern business can not be compared with that of the argentarius.
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3. THE LEG ISLA TIVE REGULATION OF THE RATIO OF “ SAV

INGS d e p o s i t s ”  TO THE CAPITAL STOCK.

The last objection applies naturally to the proposal of 
Warschauer® that the ratio of deposits, “ in so far as they 
are savings deposits,” to the capital stock shall be fixed 
by law according to the system introduced in the case of 
the mortgage banks.

This proposition would be untenable even if the words 
“ in so far as they are savings deposits” were left out, 
inasmuch as the considerations that would make the estab
lishment of a fixed ratio appear desirable in the case of 
mortgage banks issuing debentures and doing business 
within closely prescribed lines would not apply to the 
credit banks with their thousandfold varying and chang
ing conditions, which make it impossible for them to 
subject themselves to normative regulations. The propo
sition of Warschauer proceeds from the assumption that 
the capital stock—he makes the mistake of not including 
the surplus—ought to bear a certain ratio to the deposits, 
while, as we have already set forth, it is not the capital 
stock (with the surplus) that ought to furnish the security 
for the creditors, including the deposit creditors, but the 
liquid resources of the bank.6 In Germany a large capital

a The Deutscher Okonomist (July, 1904) expressed itself against this pro
posal as follows: “  It has been sought to establish a proportion between the 
deposits and the capital stock. There is nothing in this. In the first place, 
the surplus is just as much a part of the liable property of a bank as the 
capital stock, and, secondly, the money belonging to the bank ought to be 
a cover for all its liabilities and not merely for the deposits. There would 
be no sense in establishing a fixed proportion between a bank’s property 
and the deposits unless the deposits were the sole liabilities. This is the 
condition that obtains in the case of the savings institutions. The matter 
is altogether different in the case of banks.”

& See the Deutscher Okonomist of Ju ly  13, 1904.
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stock is considered necessary mainly for the reason that 
the business is a mixed one. English opinion, too, 
which in all these questions is regarded as carrying the 
greatest weight, is all in the same direction.

4. LEG ISLA TIVE REGULATIONS RELA TIV E TO THE IN V EST

MENT OF DEPOSITS.

Propositions were further submitted by some of the ex
perts to the Bank Inquiry Commission of 1908 to the 
effect that such investment of deposits which the experi
ence of most of the “ great banks” had shown to be the 
safest should be made obligatory by a legislative provision, 
inasmuch as it is not right—a way of expressing it that 
often crops up in print, sometimes in a different connec
tion—that the “ administration of the wealth of the 
German people 0 should be intrusted to ten or twelve per
sons without any legislative safeguards.

It is therefore urged that a legal regulation be enacted 
merely making it obligatory to invest a certain percentage

a This, however frequently repeated, is at least a great exaggeration, 
intended, or at least calculated, to make impressionable people shudder, for 
the wealth of the nation does not consist merely of deposits, acceptances, ■ 
and account-current balances, which at the close of 1907 amounted in all 
the banks having a capital of over 1,000,000 marks to 7,250,000,000 marks 
(the largest of these banks being managed by ten or twelve persons in the 
same way as the great industrial and agricultural concerns that are run by 
the Government and by private people). The fact is that our national 
wealth, the estimates in regard to'which range between 216,000,000,000 and 
360,000,000,000 marks, is composed of a large array of big amounts, as, for 
example, the 17,000,000,000 marks (approximate figure) representing the 
savings deposits held by the savings institutions and the cooperative credit 
associations and the stupendous amount invested in mortgages and mortgage 
debentures, a figure in the neighborhood of 40,000,000,000 marks. That I 
fully appreciate nevertheless the power and responsibility of the managers 
of our great banks would be apparent from the perusal of my work “  Zur 
Entwicklung der deutschen Grossbanken. ”
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of the deposits in German government bonds, which would 
have the further advantage of raising the price of such 
securities, while a more radical proposition is to the effect 
that the law shall prescribe that 35 per cent—that is to say, 
about one-third of the deposits in savings institutions, 
cooperative credit associations, and credit banks shall be in
vested as follows: Twenty per cent in bills such as conform 
to the regulations of the Reichsbank, having at most three 
months to run and bearing three signatures; 15 per cent 
either in bills, credit balances at giro banks, and loans 
having at most three months to run and secured by stocks 
or bonds listed at a German exchange (shares of the com
pany itself or of affiliated banks and such securities as have 
been placed upon the market by the bank itself within the 
preceding three years being excluded) or else in imperial 
bonds or obligations of the German States, or, finally, in 
first mortgages.

The objection to this is that, even if these norms are 
adhered to, the deposit creditors, who are not supposed 
to have any special lien on these securities, in the event 
of any serious occurrence, as in the case of bankruptcy 
or a crisis, might not fare any better than they would 
have done before. They would feel the loss they had 
sustained all the more keenly that they had been led to 
regard the provision in question as a guarantee against loss.

What is more important, however, is that such norma
tive regulations under the complexity of conditions 
involved in the business of the German credit banks—■ 
in contrast with the well-defined and prescribed lines 
within which the mortgage banks and insurance com
panies operate—can not be imposed without injury to
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the banks in their individual character and to the credit 
business in general. It is inconceivable with reference 
to this state of things that a regulation would be effective 
prescribing in general terms for all times, places, and 
conditions a fixed manner of investment of a bank’s 
resources, apart from the more than doubtful question as 
to whether the proposed compulsory investment would 
in reality guarantee fluidity under all circumstances.

5. THE DEPOSIT OF A CERTAIN PERCENTAGE OF THE 

OUTSIDE MONEYS WITH THE REICHSBANK.

Very different and more weighty are the considerations 
at the bottom of Heiligenstadt’s proposition a to the effect 
that the credit banks shall be obliged to deposit in cash 
funds with the Reichsbank 1 or 2 per cent of the 
average amount (calculated for the year) of the money 
due to all their creditors. The fraction was raised to 
5 per cent by the experts summoned before the Bank 
Inquiry Commission who undertook to push the scheme.

Proceeding from the assertion that of the working 
capital that trade and industry placed in the hands of 
the banks in the years 1886-1895 on an average (taking 
the different years) only about 50 per cent—in the years 
1895-1905 no more, in fact, than 37 per cent—had 
been utilized as cash or in connection with loans and 
discounts (p. 83), Heiligenstadt infers from this alleged 
fact that the remainder (in the second period, therefore, 
63 per cent) of the money belonging to the creditors and 
depositors had been applied to long-term investments and 
that consequently an excessive part of the working Capi

ta Schmollers Jahrbuch, Vol. X X X I , Der deutsche Geldmarkt.
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tal of the nation had been transformed by means of 
long-term credits or other investment in undertakings 
into fixed capital.

The author of the proposition claims that it is justified 
on the ground that an enlargement of the capital of the 
Reichsbank, the regulator of the monetary circulation 
and of the credit system, is the best means of preserving 
a suitable part of the working capital of German trade 
and industry permanently in the form of fluid working 
resources and of making the disposition of part of the 
capital at least no longer dependent on the arbitrary 
judgment of private persons (p. 85).

It is proposed in the first place to increase the working 
resources of the Reichsbank and at the same time pre
vent the banks from tying up too large a share of their 
resources in investments in such a way as to jeopardize 
the cover for their liabilities.

The cash which the banks are to deposit with the 
Reichsbank was designated by the advocates of the 
scheme as a “ national working reserve” and, furthermore, 
as a “ minimum reserve.” It is intended to be a reserve 
that shall enable the Reichsbank to issue notes up to 
three times its amount, the cover for which notes can not 
be withdrawn. In this way the nation would derive a 
permanent addition to its fluid working resources.

A closer consideration of the ideas involved in this 
scheme will show that neither the premises nor the aims 
sought, nor the inferences drawn are tenable, feasible, or 
warranted.

As regards the premises, the assertion that the German 
credit banks are in the habit of “ tying up too large a
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share of their resources in investments ” in such a way as 
to jeopardize the cover for their liabilities is not in accord 
with the facts, as may be gathered from what we have 
stated above. What we found to be the case was that 
the aggregate liabilities of the German credit banks might 
be covered almost up to two-thirds of their volume by 
liquid resources, while bank notes redeemable on demand 
are legally required to be covered only up to one-third.

The altogether too unfavorable estimate of the degree
of fluidity on page 83 of Heiligenstadt’s treatise is due 
to the circumstance that cash on hand, bills, and even 
loans on collateral are, in what appears to me an unwar
rantable manner, only partially reckoned as fluid re
sources, no account being had, therefore, of 30-day stock 
exchange loans and securities.3

As regards the object that this scheme is to accom
plish, it is by no means clear to us how the Reichsbank, in

a In explaining the omission—a perfectly justifiable proceeding—of the 
amounts due from debtors from the aggregate of immediately available 
resources, the author of the scheme before us introduces the queer propo
sition that “  the banks, as a pretty regular thing and in increasing measure 
as the money market assumes an unfavorable aspect [!], are in the habit 
of granting credit to mercantile and industrial concerns for the purpose of 
extending and developing their plants in the shape of account-current 
credits, in the expectation and with the intention of afterwards floating 
these credits through the issue of stocks and bonds.”  To impute to the 
banks such a business policy is not fair. What may have happened occa
sionally is that credits which originally were in the shape.of loans for 
working purposes were in course of time, if the debtor was unable to meet 
his obligations, converted into long-term credits, that is to say, investment 
credits, very much against the wishes of the bank managers, or else that 
credits which in reality were to be utilized as long-term credits were applied 
for in the guise of working credits, or finally that long-term credits (invest
ment credits) were granted to industrial corporations at times when busi
ness was good or appeared to be good, in order to enable them to complete 
unfinished plants or extend existing plants, with reference to rendering 
their business profitable even in troublous times, in the hope and expecta-
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case it is enabled to enlarge its credit by the 2 or 5 per 
cent that the banks are to bring to it, will be able to effect 
this increase in a more fluid form than that in which 
these resources are themselves at the time they are 
deposited by the banks, considering that the banks 
would have to draw upon their most available resources— 
their cash, bills, loans on collateral, etc. The Reichs- 
bank would reinvest these cash resources in approxi
mately the same form, that is to say, in the way of dis
counts and loans, in connection with which it would 
issue its notes.

It is very likely, however, that the Reichsbank would 
not secure an accession to its cash resources, inasmuch 
as the banks would probably simply have their account 
current at the Reichsbank debited with a sum equal to 
the percentage of their outside moneys which the regula
tion in question would require them to deposit with the * I

tion that the debtor would be in a position at a very early date of throwing 
off this credit by the issue of bonds or stocks. Lansburgh is even of opinion— 
in this he goes too far—that the credits granted to industrial corporations 
are distinguished from all others by the fact “ that they can be thrown off 
at almost any time one chooses”  {Die Verwaltung des Volksvermogens durch 
die Banken).

But that any bank or any bank manager of sound sense should make it 
a practice to grant credits at a time of disturbed business and even “ in 
increasing measure as the money market assumes an unfavorable aspect, ”  
in order to float them again when business improves by means of stocks 
and bonds, has never yet come to my knowledge in spite of pretty long 
experience in banking, and I am sure that such a bank or bank manager 
could not continue in business very long.

I may as well point to the circumstance that the contrary charge has 
often been brought against the credit banks that they have injured industry 
through their policy of granting short-term credits based on personal 
security—credits in general ill suited to industry and very dear besides— 
the fact being that in the case of improvements, reconstruction, and new 
construction the only proper kind of credits are long-term credits, irre
vocable for a number of years or else carrying a stipulation in regard to 
repayment in installments.
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Reichsbank, their credit balance at the Reichsbank being, 
as a rule, far in excess of the minimum balance required. 
This is in a line with what it is supposed they would do 
if they were to participate in an enlargement of the capital 
of the Reichsbank. If it be argued that even in this 
case the Reichsbank, on the strength of the amount trans
ferred to it from the credit balances of the banks, would 
be enabled to issue additional notes up to three times that 
amount, then there is this to be said: There can be 
no idea of such a thing as a permanent deposit, that is to 
say, of a minimum reserve, for the reason that an amount 
equal to that which it is supposed can not be withdrawn 
directly from the Reichsbank can be withdrawn indirectly 
in the way of an increased demand for credit to be afforded 
through discounts and loans or by means of deduction 
from the credit balance in case it exceeds the required 
minimum.

At a time of crisis, however—and it is for such a time, 
above all, that the proposition of Heiligenstadt is sup
posed to make provision, there being no occasion for 
such remedial measures with reference to good times— 
a considerable part of their deposits will be withdrawn 
from the banks, that is to say, the aggregate of their 
outside moneys will be reduced, so that the banks will 
be in a position to call on the Reichsbank for part at 
least of the 2 or 5 per cent deposited by them.

But even if this were not the case, the Reichsbank in a 
crisis could not do otherwise than to hand out this 
"national working reserve’’ in whole or in part if thereby 
a run or bankruptcy might be averted, while at a time 
when the money market is easy this reserve will lie like 
lead in its stomach.
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The question has to be considered, too a question by 

no means immaterial—as to whether this 2 or 5 per cent 
held by the Reichsbank is to bear interest or not.

If interest is to be allowed, then the whole scheme is 
rendered objectionable on the ground of the weighty 
considerations that oppose themselves to the taking of 
interest-bearing deposits on the part of a central bank 
of issue, and which have induced the greatest central 
banks of issue over and over again, every time the propo
sition was brought up for a rehearing, to abstain from the 
taking of such deposits. An important factor herein is 
the circumstance that if the central bank of issue is not 
willing to bear the loss that would be entailed by the 
payment of interest—and there is no reason why it should 
quietly assume the burden—it would, as a matter of neces
sity, seek to recoup itself by means of credit transactions 
in the way of discounts and loans, and it might occasionally 
be tempted to do this at the very time when it is called upon 
to counteract the excessive demand for credit in the 
country at large with all the means at its command, par
ticularly the putting up of the rate of discount.

If interest is not to be allowed on the 2 or 5 per 
cent, it would mean a considerable loss for the banks 
that are obliged to deposit it, a loss which they will, of 
course, not quietly consent to undergo and for which 
they will endeavor to recoup themselves in one way or 
another and especially by reducing the rate of interest 
allowed their depositors, which would not be a very 

'desirable thing. And what is still more objectionable in 
normal times, the resources at their disposal with which 
to satisfy the needs of credit would be diminished and,

851

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



N  a t  io n a l M  on et  a r y C o m m i s s i o n
the supply not being equal to the demand, the rate of 
interest would tend to advance. But what is worst of 
all, they would be likely to reduce their cash reserve, 
required in order to insure their fluidity and not yielding 
them any interest, by the amount of their share of the 
“ national working reserve” at the Reichsbank.

We should, therefore, have the fine result that the 
fluidity of the banks would be diminished and the general 
economic situation of the people rendered worse in 
precisely the same degree that the proposition of Hei- 
ligenstadt aims to improve the one and the other.

This proposition, as a matter of fact, if differing inform, 
is of the essence of the proposals which the committee of 
the Reichstag in 1884, in the discussion of the amendments 
to the law relative to the joint-stock companies, rejected 
with good reason® and which provided that the surplus 
should be set aside in cash or else invested in absolutely safe 
securities. These proposals were afterward revived in the 
year 1901, in an article in the Gegenwart by the impe
rial bank councillor, Doctor Vosberg.

There are very weighty objections to proposals of this 
nature, and, therefore, to the scheme now proposed, in 
particular as far as the joint-stock banks are concerned.* 6

If the banks were to be obliged to provide a cash cover 
for their surplus, or to deposit cash resources with the 
Reichsbank, it would amount to taking so much from 
their fully engaged working capital—no one imagines that

® The report of the committee (page 26) said “ that it would hurt the 
industrial concerns in particular if they were to be compelled to take money 
out of their business in order to set it aside as a surplus and invest it inde
pendently, their necessities, perhaps, obliging them at the same time to 
borrow capital at a higher rate of interest. ”

6 See the Deutscher Okonomist of December 28, 1901.
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it will be merely superfluous capital that is withdrawn— 
and they would consequently have to replace the amount 
by drawing on their other assets, as, for example, their 
bills or their securities.

They would, therefore, be obliged either to restrict the 
range of their business, by withholding credits previously 
granted or else to decline fresh credits, which might lead to 
a crisis, especially in industry. Or, perhaps, they would 
find it necessary to try to replace the working resources 
thus withdrawn by means of the issue of fresh stock, which 
if successful would have the result of increasing the ten
dency toward concentration and, in addition, of with
drawing cash resources from business up to the amount 
represented by the stock issues. If the stock could not 
be floated, the mischief would still remain what it was, 
an injury to trade and industry, which the scheme we are 
considering was meant to protect. But, as a matter of 
fact, the issue of new stock will in most cases be impossible 
since, on account of the setting aside of cash resources, 
there will be a shrinkage of the volume of business from the 
outset and, along with it, diminished dividends, or else a 
fear of such diminution of profits on the part of the public, 
so that a decline in the stock quotations would ensue.

But if the banks, in spite of this shrinkage of business, 
should try everything in order to earn a fair dividend, 
which must be the aim of the management of every joint- 
stock company, they would be likely to find themselves 
drifting into risky undertakings and would, in particular, 
be inclined to engage in promotion schemes and the flota
tion of securities more than ever. And thus, perhaps, their 
condition with respect to fluidity, about which, after the
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deposit of the safety reserve, they will be apt not to trouble 
themselves as much as before, and likewise the quality of 
their investments, will, in the event of a run, prove to be 
not as good as before. If, however, the deposit were to 
consist, not of cash, but of securities, then, in case there 
was a run, inasmuch as most of the banks would in that 
event be obliged to sell the securities they had deposited, 
it would be well-nigh impossible to dispose of such secu
rities except at a great sacrifice. As the securities de
posited would probably be of the safest kind possible, the 
prices of this very class would be especially depressed at 
a time of crisis.

The proposition of Heiligenstadt would consequently 
have the effect of withdrawing productive capital (work
ing capital) in a twofold manner from the national econ
omy, in the first place through the deposit of cash reserves 
with the Reichsbank and, secondly, through the fresh 
issues of stock.

I am assuming in this discussion that the one or two 
per cent of the aggregate amount of the outside moneys— 
some of the advocates of the scheme in question go as 
high as five per cent, and there is no telling, indeed, how 
high the percentage may yet be raised—are to be depos
ited with the Reichsbank without being invested with the 
quality of a security for the creditors, that is to say, with
out the implication of the right to keep them separate 
from the other assets in the event of the bankruptcy of 
the credit banks. If this be the case, the Reichsbank can 
and must, as we have already seen, hand out this cash 
reserve in the event of a run, with the result perhaps that 
other creditors than the deposit creditors, if they happen
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to come first will be served first, so that just the deposit 
creditors will go away empty-handed.

But if it should be otherwise—that is to say, if this cash 
reserve is to be a security for the aggregate of the money 
due to creditors, something to be kept apart from the 
other assets in the event of bankruptcy then the Reichs- 
bank, in accordance with ordinary rules, would not be 
permitted to hand it out in case of a run, so that the 
bankruptcy which the cash reserve is meant to avert 
would thereby become inevitable.

A necessary inference from the preceding statements is 
that this proposition in its practical bearings would have 
a tendency adverse to the strenuous endeavors that have 
recently been made with such creditable zeal to promote 
the use of checks and the method of payment by means 
of giro transfers in order to make it possible to dispense 
with cash in monetary intercourse and apply it to the 
purposes of credit.

It is well also to point out that the deposit of cash even up 
to 5 per cent of the aggregate amount due to the creditors 
of the German credit banks, which would make a sum of be
tween 200,000,000 and 250,000,000 marks, could not 
possibly have the effect of considerably altering the 
“ ratio of working capital to fixed capital” in the whole 
field of German economy. It should be noted, moreover, 
that while the proposition of Heiligenstadt aims above 
all toward the strengthening of the working resources of 
the Reichsbank, the “ project of a bill relative to a change 
in the bank law” (No. 1178 of the Reichstag Documents), 
which has in the meanwhile been shelved, admitted that the 
Reichsbank’s own resources have thus far been adequate
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for the purposes for which they were intended and that 
there is therefore no need of increasing them. The only 
thing that was provided for consequently was a gradual 
increase of the working resources by means of successive 
additions to the surplus. Finally, it should not be forgot
ten that the Reichsbank, as a matter of fact, is expected to 
get considerable and constantly increasing accessions to 
its working capital through the arrangement that has been 
entered into for the management by the bank of the funds 
which the post-office shall accumulate in its postal-order 
and post-check business.

When we reflect that at first i or 2 per cent was con
sidered (by Heiligenstadt) the proper quota, that after
ward the experts summoned before the Bank Inquiry 
Commission thought that 5 per cent would be about right, 
and that already one of the very same experts 0 has come 
forward with the suggestion that the quota shall be raised 
to 10 per cent, we can realize how utterly crooked and dan
gerous this whole scheme is. For why stop short at 10 
per cent? There will be somebody, in the Reichstag or 
outside of the Reichstag, who with holy zeal and abso
lutely irrefragible logic will declare this 10 per cent to be 
wholly inadequate because it is evidently much safer to 
have 50 per cent at the Reichsbank than 10 per cent, so 
that the banks at last will fare like the ass who could have 
got along almost without any food had he not died just 
before he reached that point.

My attitude with respect to the propositions that have 
been discussed and the reform proposals in the domain of 
banking in general is based upon my fundamental oppo-

aGeorg Bernhard in Plutus of April 24, 1909.
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sition to all schemes that, without any appreciable benefit 
to the public, merely tend to injure the banks, which are 
an important and necessary factor in our whole economy, 
and likewise to all schemes that bring more disadvantage 
than benefit to the public or which are vague in their aims 
and objects or hard to appraise with reference to their 
results. On the other hand, I should not be opposed, at 
least a priori, to schemes whose execution would entail 
certain sacrifices on the banks in so far as I thought they 
promised to be of considerable advantage to the public, 
and thereby perhaps of indirect advantage to the banks.

6. PUBLICATION OP ROUGH BALANCE SH EETS ACCORDING 
TO A LEG A LLY PRESCRIBED  FORM.

This claim is made for the proposals with respect to the 
publication of balance sheets, and in particular for that 
of Count Arnim-Muskau, who, if not exactly according to 
the literal meaning of his words, nevertheless according to 
the tenor of his proposition, viewed with reference to the 
nature of the banking business in Germany, would have 
us impose a legal obligation on all banks and mercantile 
concerns which, as part of their regular business, take 
deposits whose average amount (reckoned annually) ex
ceeds one-half (?) the amount of their liable capital, to 
draw up rough statements of their condition at the first 
day of each quarter of the calendar year, whose form is 
suggested and is to be legally prescribed, and to publish 
such statements at the latest, on the first day of the 
following month in the newspapers designated for official 
announcements.

B a n k  I n q u i r y  o f  1 9 0 8 - 9
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I do not believe that these rough balance sheets can 

accomplish the object aimed at, the enlightenment of the 
public and, in particular, the deposit creditors in regard to 
the condition of the bank to which they have intrusted or 
intend to intrust their deposits, whatever be the exact 
scheme prescribed. If the scheme is to be a very detailed 
one, the statement will, as a rule, be read as little as the 
long prospectuses. If, on the other hand, inasmuch as 
naturally only aggregate amounts can be given in the 
individual items—the proposition before us proceeds on 
this assumption—the scheme is not to be a detailed one, 
the statement will, it is true, be read, but it would only 
very rarely fullfil the object for which it is intended, the 
enlightenment of the reader, who will be left in the lurch 
in regard to the points most essential with respect to the 
soundness of the bank.

This will be especially the case if a distinction is made 
in the rough balance sheets between secured and unsecured 
debts. The important thing, of course, is the kind of se
curity afforded in each individual instance, whether it is, 
for example, a mortgage on occupied rural or urban land, 
or a mortgage on a factory or one on a building lot, or 
whether it is a first or a second mortgage, or whether it is 
in the shape of stocks and bonds, in which case everything 
depends on their quality, or in the form of a surety, in 
which case it is important to know how much the person 
in question possesses. Just as little will the rough bal
ance sheets enable one to ascertain the composition of the 
individual accounts, to find out, for example, what items 
enter into the securities account or in that of syndicate 
transactions, and above all to tell whether the securities,
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bills, 30-day stock exchange loans, loans on collateral, 
and other advances are good or bad, and after all the main 
thing is the quality of the assets and not their quantity.
It is possible too that in a technically legitimate way 
acceptances have taken the place of book credits, and 
vice versa, and so of other substitutions. The more it is 
proposed to enter into details, which can not be done with 
due regard for the absolute necessity of guarding business 
secrets, the more the concerns in question will be careful 
to see to it that their statements shall not be read. It was 
just the same with the prospectuses, whose introduction 
was vociferously demanded in behalf of the enlighten
ment of the public. They are never read, especially when 
they are lengthy, unless it be long afterwards, when the 
securities issued have declined greatly in price, so as per
haps to make a claim for indemnity possible.

Moreover, aggregate amounts in the matter of credits 
granted cover the most dangerous proceedings, which have 
so often driven banks in England, as well as in Germany— 
I am thinking of the Leipziger Bank—into bankruptcy,® 
such, for example, as when a bank has granted excessive 
credits to one and the same person, firm, company, or 
institution or to one of its own branches. The regulation 
which prohibits the banks of issue in the United States 
from granting to any one party credit in excess of a certain 
proportion—one-tenth—of its share capital, does not, for

a Compare Felix Hecht, Die Katastrophe der Leipziger Bank (in Storungen 
im deutschen Wirtschaftsleben wahrend der Jahre igoo ff., published by the 
Vereinfur Sozialpolitik, Vol. V I, Geldmarkt, Kreditbanken, pp. 373 etseq.): 
“  At the close of 1900 the Leipziger Bank had a stock of bills amounting to 
37,798,571 marks, as shown by its statement, but what could not be 
gathered from this statement was the fact that out of this amount about 
12,000,000 marks had been pledged at the Lotteriedarlehnskasse.”
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one thing, take any account of the situation and condition 
of the individual bank, and is thus too mechanical; and 
besides, as experience has shown, it is very easy to get 
around this regulation.

Experience has also shown that the most disgrace
ful bankruptcies—for example, some of those that have 
occurred in England, especially in critical times—have 
been those of deposit banks that had published their state
ments; and in many cases the bankruptcy has followed 
immediately after the publication, without any outside 
person having had the least suspicion of the impending 
ruin, even though the publication complied formally with 
the legal requirements.

As for the details demanded in the Arnim article, there 
are so many of them that I can not discuss them all here. 
Only I wish to make an objection against the demand 
(often made in other quarters also) that all payment obli
gations on participations, etc., be stated. Even by the 
syndicate managers themselves the size of these payment 
obligations often can not be predicted with any degree of 
certainty. Thus it is with the carrying out of operations 
covering long periods arising out of the starting or taking 
over of factories or railroads or other investments; with 
the rehabilitation of enterprises that are in difficulties; or 
with international businesses, where the seat and conduct 
of the business are in a foreign country. Or, again, there 
are transactions in the case of which it is impossible to 
obtain even a remote idea at the time of the publication 
of the rough balance sheets, of how large an amount may 
have to be put in (perhaps h fonds perdu); or of the time
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at which, and the extent to which, additional payments 
may have to be made; or of the amount of possible 
additional obligations, which so often become neces
sary, even after the winding up of the syndicate business 
proper. And there are other kinds of transactions which 
present similar difficulties. It is the same way with syn
dicate payments as it is with housekeeping: The expenses 
that come up most frequently and are most sure to dis
turb all one’s calculations are always those that could not 
have been foreseen when the calculations were made.®

Finally, another reason why the rough balance sheets 
may be misleading is that it is often only in the course of or 
at the end of the business year or even after its close (just 
before the preparation of the annual balance sheet) that one 
can state what allowances for depreciation, etc., have to be 
made—a very notable deficiency in the information neces
sary for one who is getting an idea of the condition of the 
bank. Furthermore, in a rough balance sheet credits 
and debits are set down without regard to the question of 
whether some items should not be made to cancel each 
other because the same party is both debtor and creditor.6

a To the demand for the statement of “ the total of the moneys invested 
in reports and loans on collateral,” the following brief reply may be made: 
Such a statement would not be of the slightest use; least of all would it have 
the effect it is apparently designed to have. It would not show to what 
extent the bank in question has gone in for speculation, since operations of a 
very different kind—loans on the security of merchandise, for example— 
may be tucked away among reports and loans on collateral. Moreover, 
the nature, tire amount, and, above all, the quality of the effects pledged as 
security to the bank can not be ascertained from such a statement as is 
demanded, although these are the essential elements in the case, nor would 
the case be much altered if the total value (anything else would be impos
sible) of the pledged effects themselves were also published.

b Cf. Dr. Salomonsohn, proceedings of the third general convention of 
German bankers, p. 116.
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Now, although I do not think that the periodical publi

cation of rough balance sheets can accomplish much in 
the way of enlightening the public as to the real condition 
of the banks, I am nevertheless very well aware that much 
benefit will accrue from the public criticism which will 
result from these publications—a criticism which will have 
a much broader and firmer foundation in comparisons 
between different rough balance sheets published simul
taneously than it could have if it were to rely on a single 
balance sheet.

I regard these publications as being also a very good 
means by which the banks may train themselves through 
mutual criticism, and may thus gradually come to have the 
same, or nearly the same, principles of business conduct 
in regard to certain departments of the banking business, 
especially in regard to the kind of credit that should be 
granted and the extent to which it should be granted. 
This unity of principle can then be built up into a firm 
and solid tradition, of which there has hitherto been very 
little sign.

I also think that it would be an excellent thing, both 
on theoretical and on practical grounds, if these periodical 
rough balance sheets should cause the banks all to adopt 
the same system in publishing these balance sheets, and 
finally also in publishing the annual balance sheets. It 
would then be possible to compare the balance sheets of 
all the different credit banks with each other, a thing 
which is now subject to great difficulties.

Finally, it must not be forgotten that every new expe
dient by which we are enabled to read, without being 
misled by appearances, the present and the near future of

862

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



B a n k  I n q u i r y  o f  1 9 0 8 - 9
the economic world, must necessarily narrow down the 
wide margin of error which is naturally apt to exist in 
such cases. And periodically recurring publications of 
rough balance sheets of the credit banks0 would count as 
such an expedient, just as certainly as the publication of 
the condition of the Reichsbank or of the fluctuations in 
the Reichsbank’s rate of discount and in the private rate 
of discount; just as certainly as the publications in regard 
to the demand for labor at the free public employment 
bureaus; just as certainly as the publications in regard to 
the bill stamp, from which one may ascertain the bill 
circulation, or those in regard to the receipts of the rail
roads, from which the condition of industry may best be 
judged. Each one of these expedients furnishes some 
part of the requisite data.

But in spite of the undeniable and important advan
tages that the periodical publication of balance sheets 
would bring with it, I am nevertheless strongly opposed 
to the plan of resorting to legal compulsion in the matter. 
I shall now state my reasons for this opposition.

In the first place, I think it would be a very unwise and 
dangerous thing for the legislature to make this regula
tion, which even the English have never undertaken to 
make, and thus—for the consequence would be inevita
ble—to fill large sections of the community with the idea

a Cf. also the pertinent observation of Eugen Lopuszanski in the article 
Einige Streiflichter auf das osterreichische Bankwesen (in Dorn’s Volkswirth- 
schaftliche Wochenschrift, Vienna, Dec., 1908, vol. 60, no. 1305, p. 433): 
“ Furthermore, in consequence of its organic constitution and its function, 
the banking system, although apparently only a limited department of 
the nation’s economic activity, is fitted to exhibit, through its own con
duct and its own condition, the changing forces and movements in the 
nation’s economic life—to present, as it were, a cross section of the economic 
organism.”
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that by means of these publications they are going to 
obtain full and clear information about the condition, and 
therefore about the safety, of the bank to which they 
have intrusted, or are about to intrust, their deposits. 
This idea would be a mistaken one, no matter what scheme 
were chosen, and to give rise to mistakes of this kind is 
not creditable to a legislature. What came to pass at 
the Leipziger Bank and at the Marienburger Privatbank 
would have come to pass just the same under the same 
management even if these banks had published rough 
balance sheets—as they actually did publish the most 
impressive annual balance sheets, and “ annual reports ” in 
addition.

In the second place, legislative compulsion in regard to 
such publication is quite out of the question without a 
legally imposed scheme for the statement, in regard to 
which, indeed, there have already been an enormous num
ber of proposals, both from qualified and from unquali
fied critics.

But a legally prescribed scheme for balance-sheet 
publications would have to remain unchanged for a 
number of years, and is therefore an utter absurdity, since 
the business activity of the banks is constantly changing, 
and the scheme must consequently be susceptible of 
constant variation in accordance with practical needs. 
A scheme such as might be made out by the banks them
selves to-day would necessarily have a very different 
aspect from one that they would have made out ten 
years ago, or one that they may make out ten years 
hence.

864

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



sisaaammmmmmmK

B a n k  I n q u i r y  o f  1 9 0 8 - 9

If there is any domain in which the impotence of 
legislation is apparent from the start, this is that domain. 
The business of the banks of issue, of the insurance 
companies, and of the mortgage banks is of a sort that 
naturally develops along formal and mechanical lines; 
it is therefore more susceptible of that regulation which 
the habit of centuries has taught us Germans to look 
upon as the ultimum refugium in any difficulty. The 
business of the credit banks is obviously very different 
in this respect.

In the third place, practical experience clearly shows 
how little the talent for legislation, especially in things 
economic, has been developed among us Germans. Ques
tions such as this of the publication of balance sheets, 
or that about the depositing of cash with the Reichsbank 
for the better safety of deposits, naturally seem to the 
layman very clear, highly essential, and simple in point 
of execution—les solutions simples seduisent toujours les 
esprits naifs—whereas in reality they are extremelv 
difficult and complicated. It is therefore to be feared 
that the advocates of these plans, proceeding as they do 
from very different starting points and working toward 
very different ends, will accomplish their desires in ways 
that will bring a train of evil consequences of all kinds. 
Such things have happened before now. Above all there 
is imminent danger lest the proposal of Count von Arnim 
be followed, according to which not only the credit 
banks, savings banks, and Kreditgenossenschaften, but 
also the private bankers, are to be obliged to publish 
their balance sheets. I am convinced that this ought to be
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pronounced out of the question. For the private banker 
is intrusted with deposits not so much in consideration 
of the bulk of his resources as in consideration of his 
supposed personal trustworthiness. A compulsory publica
tion of the state of his resources would injure the private 
banker even in his competition with other private bankers, 
and the greatest care should be taken to prevent legisla
tion from again promoting or hastening, as it did with 
the bourse law, the decline of the class of small and 
middling bankers.

For all these reasons I was very glad indeed to hear 
that the Berlin great banks have decided to publish rough 
balance sheets of their own accord, starting with 1909 and 
publishing at the end of February, of April, of June, of 
August, and of October (in December the annual balance 
sheet intervenes). They have decided to make out their 
statements according to a scheme that they have talked 
over and fixed upon—a scheme which is essentially mod
eled on that of the Deutsche Bank. This scheme of the 
Deutsche Bank has been adopted by many joint stock 
banks, and is sure to be more and more widely used as 
time goes on. But when the question was first being dis
cussed I said that whatever form was decided upon the 
critics would take exception to it. One can hardly im
agine any form that would not be pronounced inadmis
sible by some critic or other, whether it were a form 
proposed by the banks or one proposed by other critics.
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7. PUNISHMENT OF BAN KS AND BA N K ERS THAT ATTRACT 

THE INVESTM ENT OF DEPOSITS OR SAVINGS THROUGH 

PUBEIC OR W RITTEN SOLICITATION OR THROUGH AGENTS.

On the occasion of the adoption in 1909 of the amend
ments to the bank law the Reichstag requested the im
perial chancellor to submit a draft of a law designed to 
cope with the dangers which beset the public through 
banks and bankers that attract the investment of deposits 
or savings by means of public or written solicitation or 
through agents.

According to the proceedings of the commission, the 
proposal is directed only against “ corner ” or “ drumming ” 
bankers, and such like, who have no claim to the title of 
“ banker ” and who, by promises of high interest and other 
inducements, entice people into giving up their savings 
without being able, often even without intending, to re
fund the deposits.®

Danger to the public really exists only in these cases. 
And some of these may be dismissed at once, for the writ
ten solicitation of deposits from definite individuals by 
persons in the banking business who, even at the time of 
their solicitation, do not intend to refund or who are at 
that time (and presumably also later) not in a position to 
refund—this kind of solicitation should be looked upon 
as an attempt to cheat. And as for persons who, from 
the character of their business, are not entitled to the 
name of “ bankers,” the Central Association of German 
Banks and Bankers, which was instituted for the protec
tion of the interests of the banking profession, has power

a article Spargelder in the Neue Politische Correspondenz, May 21,
1909.

867

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



to take steps under the law concerning improper compe
tition to prevent the public use of the appellation of 
“ banker” in cases where it is not warranted. Indeed, I 
can testify that the association has taken such steps in 
many instances.® But the text of this very poorly 
drawn Reichstag resolution contains no request whatever 
to the imperial chancellor that he should submit a draft 
of a bill against these nonbankers or against the many 
unfluid savings banks; he is merely asked to devise some 
measure against banks and bankers. Moreover, no dis
tinction is made in this resolution between deposits and 
savings—two very different things—and, finally, inter
vention is declared to be desirable to prevent solicitation, 
not only by public means but by written communication, 
of the investment of deposits or savings (meaning, no 
doubt, the investment of moneys in the form of deposits 
or savings).

But a written solicitation, which is, of course, one kind 
of “ attraction,” may on occasion be the duty of the bank 
or the banker, when through carelessness or ignorance the 
customer whose affairs they have in charge lets his money 
lie without bringing him in any interest.

And since, besides all this, the word “ attract” [anreiz- 
en], which is used in the resolution, is an extremely elastic 
word, one that has received all sorts of different interpre
tations both in theory and in practice, I do not think that 
any practical results can be made to ensue from the plan 
suggested in the Reichstag resolution.

And it is certainly dangerous to enact penal regulations 
that either reach far beyond the desired and economically

a A  case of this kind is mentioned in the Neue Politische Correspondenz 
for May 21, 1909.
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desirable object or else have no practical application 
whatever.

8. THE BU REAU  OF SUPERVISIO N.

Another plan which has been advocated lately by sev
eral different critics, especially by Obst, but which should 
also meet with condemnation, is the institution of a gov
ernmental bureau of supervision.

No such thing has ever yet afforded any protection 
whatsoever against fraudulent manipulations. On the con
trary, it is most apt to lull the public into a fancied secu
rity which can not possibly have any real basis. For even 
with the greatest amount of expert knowledge an authority 
like this would not be in a position to form a trustworthy 
judgment of the quality of a bank’s assets, to say nothing 
of the fact that no bank can be expected to allow any of 
its competitors whom the bureau might employ in the 
capacity of experts to look into its business affairs.®

This is the last of the proposals for reform that have 
thus far been made. All of these proposals have con
formed to the tendency of our age and of our country in 
that they have been directed toward some interference or 
other on the part of the state or the legislature. This in 
spite of the fact that in the very country which in other 
respects is declared to be a pattern for us in matters of 
banking—in England itself, that is—legislative interfer
ence with the deposit banks has always been decisively 
rejected.

°C f. Aelteste der Berliner Kaufmannschaft in the Beliner Borsenzei- 
tung, no. 264, June 9, 1909; Alfred Loewenberg in the Tag, no. 189, August 
25, 1909; and especially Koch in the ZeiUchrift fu r  Handelswis’senschaft 
und Handels praxis,  ̂vol. 2, p. 38 ff., who justly observes that the proposal 
to increase the official apparatus sounds very strange at a time when all the 
rest of the world is endeavoring to decrease it.
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Although I do not in the least subscribe to the outworn 

Manchester theory, still on these important, far-reaching, 
and difficult questions I adhere to the opinion expressed 
some fifty years ago by one of the most eminent authorities 
on this very subject, an opinion which is unfortunately 
just as valid to-day as it was then:

“ The vicious system of tutelage has never yet stood 
the test of experience. It leads to one thing after an
other, and when it is once adopted there is soon nothing 
left in which the state does not feel bound to interfere in 
the interest of its members, nor any desired end for which 
the members do not look hopefully and expectantly to the 
state, confining their own activity to the making of com
plaints.”

He who wrote these words in 1857 was no less a man 
than Adolph Wagner.a I frankly admit that to me this 
early creed of his has greater convincingness than his 
later views and suggestions on the same subject, which 
are unfortunately of a very different stamp.

Against a criminal or negligent handling of deposits no 
state measures can avail, above all no legislative regula
tions and no supervisory bureau. This plan of a super
visory bureau was suggested by Wagner years ago,6 when 
the impression left by the crisis of 1901 had not begun to 
subside—at a time, therefore, not in the least favorable to 
the formation of judicial and matured proposals. But in

« In his book Beitrage zur Lehre von den Banken, Leipsic, 1857, p. 150.
b Adolph Wagner, Bankbruche und Bankkontrollen, in the Deutsche Monat- 

schrift fu r  das gesammte Leben der Gegenwart (ed. Lohmeyer), vol. 1, no. 1 
(Oct., 1901), pp. 74-85, and no. 2 (Nov., 1901), pp. 248-258, especially p. 
255. For the other side, cf. especially the Deutscher Okonomist for October 
19, 1901, and February 1, 1902, and R. Rosendorff, Bankbruche und Bank
kontrollen in Hirth’s Annalen des Deutschen Reichs, 1902, no. 3, pp. 182-197.
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my opinion the German banking system has by no means 
deserved any such public vote of censure (for it is a vote 
of censure, no matter how you twist and turn it). The 
thing upon which the whole case turns is the honesty, 
trustworthiness, and ability of the bank managements. 
In the United States ° the official report of the Comptroller 
of the Currency (who can also order examinations to be 
made of the national banks by special examiners) plainly 
says, speaking of the year 1895 (p. 57 ffi), that as a rule 
the examinations have only brought to light the abuses, 
mistakes, and crimes after a bankruptcy has already taken 
place, and that no supervision by outsiders can possibly 
take the place of honesty and ability on the part of the 
bank management.&

a Paul Marcuse, op. cit., p. 136.
b According to a report of the Comptroller of the Currency dated Septem

ber 23, 1908, more than half of the presidents of all the national banks 
expressed themselves as satisfied with the supervision exercised up to that 
time by the national bank examiners. This fact is advanced as an argu
ment by Obst, but it is susceptible of quite a different interpretation from 
that of an acknowledgment that the system has demonstrated its efficiency.
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B alance S h e e t s , I nterm ediate—Continued.

Supervision of publication, 198, 377, 459, 515, 701, 743.
Benefits of publication, 214, 345, 751, 788, 795, 858.
Extension of requirement of publication to other banks, 345, 428, 492, 

722.
Their submission to the Reichsbank, 351, 559, 599, 784.
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544. 651, 722.
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Deductions for depreciation, 557, 601.
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874

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



B a n k  I n q u i r y  o f  1 9 0 8 - 9
B a l a n c e  S h e e t s , I n t e r m e d i a t e , T i m e s  o f — Continued.

Interval before publication, 724, 764, 798.
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Solicitation of deposits and savings. (See Deposits.)
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C o v e r , R e g u l a t i o n s  C o n c e r n i n g , f o r  C r e d i t  B a n k s , 196, 369.
C r e d i t , G r a n t s  o f , b y  B a n k s , D a n g e r  o f  E x c e s s  i n , 112 , 120, 183, 318, 

383. 770-
Credit MobiliEr , S upervision i n , 326.
Credit System , A bu ses of, 47, 181, 366, 385, 394, 801.
C r e d i t s :

Amount and increase of, 55, 61.
Relation between debits and, 54.
Relation to deposits, 80.
Importance of, 157, 645.
Foreign credits, 292, 645.

C r e d i t s  w i t h  t h e  R e i c h s b a n k , S p e c i f i c a t i o n  i n  t h e  B a l a n c e  S h e e t , 

195, 425, 675, 726, 733.
C r i s e s :

Prevention and mitigation of, 75, 78, 114, 128, 182, 325, 365.
Agricultural and industrial, 273, 298,

C r i s i s , C r e a t i o n  o f  a  R e s e r v e  f o r , 648.
C r i s i s  o f  1907, 3, 75, 95, 1 7 7 .  246, 292, 366, 645, 695, 754.
D a c h a u e r  B a n k , 797.
D e p o s i t -a n d - T r a n s f e r  ( G i r o ) S y s t e m . (See Reichsbank.)
D e p o s i t  B a n k s :

Separation from general banks, 38, 41, 170, 172, 287, 369.
In England, 46, 237, 812.

D e p o s i t  C r e d i t o r s :
Interests of, 19, 51, 174.
Preferential rights of, 302, 395, 414, 450, 509, 627, 647, 810, 842.

D e p o s i t  I n s t i t u t i o n s , G o v e r n m e n t a l :

Objections to, 71, 17 1, 420, 465, 476, 504, 510, 541, 550, 6 11, 629, 835. 
Reasons in favor of, 652.

D e p o s i t  S y s t e m :

Monograph of the statistical department of the Reichsbank on, 5, 7, 1 1 , 
21, 25, 28, 113 , 157, 220, 346, 380.

Interest of the public in the regulation of it and of the credit system 
generally, 19, 51, 56, 78, 83, 89, 115 , 137, 145, I56, x73) 191, 216, 227,
270, 288, 342, 376, 539.

D e p o s i t s , L i m i t a t i o n s  C o n c e r n i n g  A c c e p t a n c e  o f :
As regards the institutions which may receive them, 223, 394, 413, 627, 

646.
As to amount, 87, 244, 413, 449, 508, 542, 627, 646, 685.

D e p o s i t s :

Meaning of the term, 122, 135, 161, 224, 412, 687, 714.
Difficulty of distinguishing them from other outside moneys, 79, 113 , 

x35> x37> 217, 236, 255, 292, 448, 508, 542, 550, 627, 714.
Distinction from other outside moneys, based on the character of the 

depositor, 55, 80, 123, 138, 162, 224, 236, 255, 688, 721, 773. 
Distinction from other outside moneys, based on length of notice, 86, 

253. 767.
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Deposits, A mounts of, in Germ any, 55, 89.
Deposits and S a v in g s, etc., I nvestm ent  of.

In Government loans, 64, 85, 98, 136, 140, 223, 397, 417, 451, 474, 502, 
S°9> 53°. 543. 55°> 6i9> 628, 650, 658, 845.

In bills and similar fluid resources, 197, 261, 369, 417, 502, 509, 530, 
628, 767, 845.

Deposits, Competition for, 98, 203.
Deposits, Composition of, in  the B an ks, 339.
Depo sits, Concentration of, in  the Gr eat  B a n k s , 98, 402, 639. 
Depo sits, Cover  of, in  the B a n k s , 99.
Depo sits, Cover  of, R egulations Concerning, 87, 186, 196, 369, 399, 

416, 448, 473- 5OI> 5° 9> 529- 55°. 627. 647. 673, 685, 696, 705, 715, 767. 
Deposits (etc.), Deposition of a  Portion o f:

In the Reichsbank, 68, 119, 128, 139, 233, 310, 418, 501, 504, 508, 542, 
550, 610, 628, 649, 696, 705, 715, 810, 846.

Outside the Reichsbank, 400.
In a proposed new imperial institution, 678, 685.

Depo sits, E mployment of:
B y the banks, 57, 180, 294, 336, 539, 640.
B y the Genossenschaften, 158, 219.

Deposits, I ncrease of, 61, 98.
Deposits, L oss of, 83, 145, 175, 301, 539, 831.
D epo sits, N ormative R egulations Concerning  the A cceptance and 

E mployment o f:
Objections to enacting, 68, 317, 394, 422, 440, 445, 447, 490, 494, 550, 

584, 645.
Reasons for enacting, 85, 173, 196.

Deposits, R ate of I nterest on, 51, 80, 13 1, 146, 186, 223, 250, 291, 310, 
362, 397, 697, 744.

Depo sits, etc ., R atio of, to Own R eso u r c es:
In the banks, 88, 98, 132, 228, 808, 818.
In the Genossenschaften, 103, 129, 208, 414.
In the English banks, 816.
Regulations concerning, 88, 685, 843.

Depo sits, et c ., S ecurity of (see also Fluidity):
In the banks, 56, 68, 113 , 240, 289, 539, 806, 831.
In the Genossenschaften, 84, 147, 209, 221, 289.
In the savings institutions, 83, 106, 147, 289.

Deposits, S eparate Management of, 395, 414, 470, 542, 647.
Deposits, etc., S olicitation of, b y  Undesirable Concerns, 51, 146, 

250, 291, 646, 744, 755, 757, 775, 782, 785, 867.
Deutsch e  B a n k :

Its flotation business, 171.
Its form of balance sheet, 333, 576.
Loans on bills of lading, 427.
Holdings of securities, 451.
Number of accounts, 478.
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Dividends of the B a n k s , 187, 239, 474, 514.
Dr esd n er  B a n k :

Withdrawal of deposits from, 96, 481, 527.
Holdings of securities, 451.

Dr esd n er  K red itanstalt, 178, 396.
Duties, Pr eferen tia l , in  the B ritish Colonies, 295.
E ducation op the P ublic in  E conomic and B anking Questions, 250,

29i. 437. 553. 776, 791 - 
E ngland :

Efforts to strengthen her gold reserves, 6, 12, 197, 367, 407, 802. 
Single-reserve system, 48, 348, 751, 814.
Protectionist movement, 151, 232, 348, 522.
Labor conditions, 15 1, 770.
Amount of deposits, 225.
Use of checks, 225.
Deposit banking combined with credit banking, 237.
Tendency to concentration, 237, 280.
Credit system, 367.
Importation of grain, 521, 770.
Defects of banking system, 813.
Failures of deposit banks, 815, 859.

E ngland, Commercial A greem ent with, 151.
E xchange, R ise  of, in  1907, 292.
E xport I n d u str y :

Risks of, 274, 379, 631.
Necessity of, 316, 357, 500, 571, 591.

F lotations of F oreign S ecurities in  Germ any, 14, 17, 20, 22, 23, 26, 
a8< 29 . 3 4 , 3 S> 64, 13 1 , 5° 7> 650, 661, 671.

F lotations, Statistics of, 6, 10, 13, 14, 20, 22, 23, 26, 28, 29, 34, 35, 64, 
507, 718.

F luid ity, in  G e n e r a l :
Distinction between practical and theoretical fluidity, 90.
Connection between fluidity and safety, 90.
Meaning of the term, 93, 158.
Assurance of general fluidity through the Reichsbank, 109, 384, 650. 
The measure of fluidity, 821, 846.

F luidity of P articular Cl a s s e s  of I nstitutions:
Of the Genossenschaften, 31, 32, 71, 103, 114 , 117 , 129, 158, 210, 222, 

243, 293, 549, 595, 639.
Of the banks, 56, 68, 101, 114, 158, 176, 233, 298, 346, 349, 350, 466, 

712, 761, 820.
Of the savings institutions, 71, 85, 106, 114 , 116, 129, 148, 201, 241, 

293, 3°o, 397> 467, 639.
Of the great banks, 113 , 177, 267, 269, 350, 466, 470, 825.

F oreign  Deposits in  Germ an y, 236, 244, 292, 646. 
hoREiGN Workingmen , E ncouragement of Immigration o f , 277, 297, 

316.
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F r a n c e :
No legal regulation of the deposit system, 128.
Effect of German agrarian duties on, 709.

F r e e  T rade and Protection, 521, 708, 709.
G elsen kirchen  Mining Company, E xpenditures for Workingm en ’s 

I nsurance, etc., 643.
G en o ssen sch aften  (Co-operative Institutions):

Statistics of, 3 1, 32, 102, 208, 219.
Balance sheets of, 699, 789.
Control of, through the Preussische Zentralgenossenschaftskasse, 32, 84. 
Unions of, 32, 105, 209, 221.
Amount of deposits, 55, 102.
Losses of deposits and savings, 84, 158, 175, 719.
Requirement of examination, 84, 104, 5 11, 588, 630, 683.
Fixing of a percentage of cash cover, 87.
Ratio of own to outside moneys, 103, 129, 208.
Joint responsibility, reasons for and against, 104, 221, 235, 588.
Ratio of turnover to capital, 117 , 221.
Nature of business of agricultural Genossenschaften, 169, 204.
Function of the central institutions, 208, 293.
Limitation of loans and of savings deposits, 509.
Deposits drawn away by promises of higher interest, 775.
Publication of giro obligations, 774, 790.

G iro Obligations, P ublication of, 740, 761, 773, 779, 790.
G iro S y st e m . (See Reichsbank.)
Gold E xports in  1907, 649.
G old H oldings of the B a n k s , Specification of, in  the B alan ce  S h e e t s , 

766, 780.
G old I mports, Me a su r e s  to Promote, h i , 659.
Gold R e s e r v e s  in  G er m a n y , Desir ab ility  of I ncreasin g , 197, 367. 
G old, Stock of, in  the R eich sba nk . (See Reichsbank.)
G o vernm ent  L o a n s:

Market price depressed by high rate of interest on deposits, 146, 188, 
312 ; by competition of shares, 226, 312, 619; by new issues, 543. 

Neglect of, 188, 278.
Conversion of, 231.
Public demand for, 341.
Losses of investors on, 468, 502, 713.
Preferential rate of interest for loans on, 638.
Investment of deposits, etc., in. (See Deposits.)
Investment of surplus in. (See Surplus.)

G r eat  B an k s  (Grossbanken):
Their management, 134, 289, 484, 844, note.
Their relation to the Reichsbank, i n ,  247, 279.
Their relation to industry, 136, 149, 268, 278, 297, 307, 640.
Dangers of concentration, 279.
Increase of their cash reserves, 367.
Promotion of land speculation by their participation in land companies, 

366.
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Gr ea t  B an k s  (G ro ssb a n k en)—Continued.

Their foreign branches, 644.
Ratio of their obligations to their own resources, 819.

Haller , S ohle & Co., Hamburg, F ailure of, 246, 834 note .
H ansabund , 275.
Hoesch Steel  Wo rks, E xpenditures on Workingmen ’s I nsurance, 

etc., 642.
I mperial Deposit I nstitution, P roposed, 71, 438, 679, 705, 835. 
I mperial Deposit I nsurance I nstitution, 71.
I mperial Deposit Daw, Proposed b y  Prop. Warschauer, 221. 
I mperial I nsurance B u reau , 198, 356.
I mperial S upervisory B ureau , P roposed, (see also Supervisory 

Bureau), 76.
I ncomes, Distribution of, 373, 516.
I ncrement T a x , 534.
I ndustrial State, Development of Germany into a n , 274, 331, 357, 

365, 521, 540, 686 note , 769, 785, 804.
I ndustry (see also Credit a n d  Banks):

Its relation to the banks, i n ,  136, 149, 184, 268, 278, 294, 307, 346, 363, 
366, 640, 667.

Expansion of, in Germany, 181, 273, 297, 308, 363, 666.
Moderation in its expansion, 181, 303, 3 11.
Dangers concerning its future development, 264, 348, 708.
Interest of the workingmen in its promotion, 357.
Removal of, from Germany, 643, 707.
Competition of foreign industries, 669.

I nfant Mortality, 522, 536,607, 707.
I nheritance T a x , its I ntroduction in  Germ an y, 192,265, 533. 
I nsurance Companies:

Supervision of, 69, 200, 320, 422.
Investments in state loans, 543.

I nsurance L egislation, Operation of, 306,454,380.
I nvalid I nsurance, 391.
J oint-Stock Companies (see also Surplus):

Law of 1884 concerning, 197, 852.
Taxation of, 239.
Supervision of promotions, 565.
Regulations as to investment of surplus, 651.

J uliusturm  (Imperial War Fund), 400, 648.
K rupp, A rrangements for B enefit  of E m ployees, 654, 670.
L an d , Speculation in , 366.
L anded P ro perty:

Its incumbrance with debt, 63.
Mobilization of, in Germany, 127, 206.
Increase of value, 672.

L anded E states, Conversion of, into P easant Holdings, 264. 
L ansburgh , A lfred , Writings of, 5, 98, 189, 2 11, 335, 400, 823, note . 
L egislative I nterference in  B anking , Objections to, 57, 79, 12 1, 128 

3 4 7» 362, 447, 490, 508, 626, 778, 793.
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L eipziger  B a n k , 54, 135, 178, 251, 268, 289, 396, 460, 684, 712.
L iquidity. (S ee  Fluidity.)
L isting of F oreign S ecurities. (S ee  Admissions.)
L isting Committees, S ubmission of B alance S heets to, 351, 559, 600. 
L umm, V on, on B anks of Is s u e , 342, 350, 402.
L u xu ry , I ncrease of, 192, 305, 374, 519.
Man ch esterism , 326, 603.
Mar k  B ills (B ills on G er m a n y), 645.
Millio naires, Multiplication of, in  Germ an y, 190, 333, 374, 496, 516, 

569, 617, 667.
Mitteldeutsche Creditban k , 199.
Monroe Doctrine. (S ee  America.)
Monopolies, Priv a te , 329, 375, 533, 609.
Monopolies, S t a t e , 329, 375, 533, 609.
Mortgage B a n k s :

Supervision of, 69, 198, 263, 320, 328, 583.
Restriction of circulation of mortgage debentures, 414, 449.
In Bavaria, 581.
Their purchase of bills, 761.

N ational B a n k s , A m erican . (S ee  American national banks.)
National I ncome, S hare of Working and Other Classes in , 359,

373, 5l6-
N ational W ea lth , 62, 334, 359, 672, 687 note .
Norddeutsche B a n k , Hamburg, 723, 733.
Note Co ver , 196, 369, 419, 529, 696, 847.
Obst , Memoir on the R egulation of the Deposit S ystem , 5, 758. 
Officials in  G erm any, T heir Num ber , S ala ries, etc., 155, 198, 285, 

376, 513, 702.
Oldenburger  Spar-und L eih ban k , 132.
Outside Mo n ey s. (S e e  also Deposits):

Effect of their increase upon the situation of the Reichsbank, 47,342,402. 
Amount of, in the banks, 98.
Effect of their increase upon the granting of credit, 181, 383. 
Concentration in the stock banks, 181.

P ayments at the Quarterly P eriods, 538.
P ayn e  T ariff, 15 j .
P etty  B a n k e r s , 291, 601, 627, 656, 745, 798, 867.
P lutocratic T endency, Its I ntensification by  the B an ks, 189, 333,

571 , 461, 516, 667.
P opulation, Density  of, in  G erm any and F rance, 523.
P opulation, I ncrease of, in  G erm an y :

Consequences of, 126, 238, 277, 358, 540, 573, 607.
Objections to a too rapid increase, 184, 522.
Its causes, 263, 335.

Postal Check S ystem :
Interest-bearing checks, 302, 638.
Employment of postal-check moneys through the Reichsbank, 345. 
Development of the system, 439, 5 11.
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P ostal S avings B an ks, 476, 652.
P remium R eser v es  op L ife  I nsurance Companies, 415.
Preu ssisch e  Z en tr al-Ge n o ssen sc h a ftsk a sse :

Relation to the Genossenschaften, 32, 84, 241, 247.
Services to agriculture, 63, 295, 620.
Objections to creation of branches, 172.
Balance sheets, 698, 723.

Pr iv a t e  Discount R a t e :
Pressure on, through legislative prescriptions as to investment in bills, 

262.
Deviation from bank discount rate, 279, 343.

Production:
Dangers in unregulated, 181, 362.
Influence of syndicates on regulation of, 666.

Professors of Political Economy, Practical E ducation of, 525, 573, 
593. 623.

P rospectuses, Value of, 229, 266.
Protection and F r e e  Trad e , 521, 708, 709.
Protectionist Movement in  E ngland. (See  England.)
Qualification, Certificates- of, in  the B anking B u sin ess, 628, 786. 
R eichsbank , Acceptance of I nterest-B earing Deposits b y , 69, 171, 

302, 350, 404, 421, 465, 468, 476, 504, 5 11, 541, 551, 6 11, 629, 651, 851. 
R eichsbank , Act of 1909 R elating to, 2, 95, 760.
R eichsbank , Central Committee of, 431, 597, 682, 710.
R eichsbank , Changed Position of, 47, 343, 402.
R eichsbank , Discount B usiness of, io i, 405, 144.
R eichsbank , Discount Policy, I nterfered  With B y  the B an ks, 279,

343. 839.
R eichsbank , F low of P ostal-check Money into, 345, 856. 
R eichsbank , F oreign-bill P olicy, 343, 405.
R eich sba n k , G old H oldings o f:

Methods of strengthening them, 196, 299, 406, 648, 658, 676, 706. 
Influence of the exportation of capital upon their amount, 343, 676. 
Causes of their smallness, 590.

R eichsbank , Grants of Credit b y :
Restriction of such grants urged, 109, 408, 428, 441, 445, 764.
Utilized as a central reservoir of money, 95, 247, 293, 368, 403, 4 11, 482, 

4 9 8 , 527. 5 3 8 , 648.
R eich sban k , Minimum B alance in G iro Accounts, 508, 649, 675. 
R eichsbank , Note Circulation of:

Effect of issue of small bank notes upon the Reichsbank’s stock of 
gold, 196, 258, 368, 405, 681.

Regulations as to cover, 369, 419, 530, 696.
The question of legal tender, 405, 406.
Increase of the tax-free note contingent at the quarterly periods, 406. 
Reduction of cover at the quarterly periods, 406.
Redemption in silver, 706, 709.

883

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



N  a t  ion a l M  o n e t a r y  C o m m i s s i o n
R eichsbank , Preferential R ate for L oans on Government P a per , 

638.
R eichsban k , R elation of, to the E ntire Credit S ystem :

Relation to other banks, h i , 247, 279, 343, 401, 552, 696.
Its supervisory function in relation to the credit system, 135, 251, 298, 

3X9> 407, 429. 446, 506, 512, 597, 637, 648, 655, 759, 765, 798. 
Cooperation in the publication of intermediate balance sheets by the 

banks, 345, 424, 429, 441, 458, 506, 545, 553, 655, 743, 751, 760, 784, 
795. 798-

Submission of balance sheets to the Reichsbank, 351, 559, 599, 784, 789, 
799-

Creation of an advisory council for the Reichsbank, 505, 545, 576, 597, 
655, 662, 682.

R eichsban k , Statistical Department of, 5, 8, 18, 23, 24, 219, 458, 506, 
718, 784.

R eichstag :
Resolution of 1896, 19, 8 11.
Resolution of 1909, 19, 39, 40, 136, 153, 227, 489, 602, 757, 775, 781, 785, 

792, 867.
Objections to interposition of, 348, 600, 678, 781.

S avings :
Meaning of the term, 137, 147, 161, 218.
Relation to deposits, 147, 161, 340.
In the banks, 166, 338.
In the Genossenschaften, 167.
In the savings institutions, 167, 218, 340, 532.
Proper employment of them, 168.

S avings I nstitution, Savings-ban k  B ook:
Misuse of these designations, 2 11, 242, 291, 434, 554, 744.
Measures to prevent such misuse, 434, 745, 755.

Savings I nstitutions ( see also Deposits):
Amount of deposits, 55, 63, 334, 360, 571.
Supervision, 83, 175, 291, 512.
Effects of a run on them, 86.
Restrictions on the acceptance of short-time deposits, 85.
Investment of their moneys in Government loans, 85, 106, 397, 467; 

in bills, 85, 106, 201, 242, 397, 467; in mortgages, 106, 148, 169, 201, 
212, 241, 288, 398, 467.

Fixing of a cover ratio for deposits, 87.
Criticism of their management, 116, 129, 218, 242, 290.
Competition of Austrian and Swiss institutions, 13 1, 223.
Nature of their outside moneys, 167, 218, 288, 340, 532.
Need of greater cash reserves, 200, 532.
Rate of interest on deposits, 218, 291, 532.
Amount of securities held by the Berlin institutions, 467.
Compulsory publication of balance sheets, 719, 756.

S ecurity of Deposits and S avings. (See Deposits.)
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S e Ehandlung as a Deposit B a n k , 172, 550.
S hares in  J oint-Stock Companies:

Rate of dividends, 187, 562, 634, 642, 663.
Their acquisition by people of moderate means, 520, 686 note.
Their issue only with Government sanction, 619.

S ingle-R eser v e  S ystem , 697.
In England, 48, 348, 751, 814.

Social Contrasts, I ntensified b y  Modern E conomic Development, 
189, 569.

Social L egislation :
Its burdens upon industry, 153, 331, 353, 389, 499, 669, 707.
Necessity and utility of, 190, 283, 375, 561, 603, 623.
Slackening of its pace, 353.
As affecting particular establishments, 390, 499, 670.

S olinger B a n k , 396.
State Deposit Account, 653.
Statements. (See Balance sheets.)
Stem pelvereinigung , 332, 457, 656.
Sterling B ills, Making German Trade I ndependent of, 645.
Strik e  F unds, 360.
S upervisory B u r ea u :

Objections to the establishment of, 69, 112 , 118, 128, 155, 212, 319, 
326, 364, 410, 421, 459, 477, 504, 5 11, 545. 55D 562, 585, 614. 629, 
651, 699, 869.

Reasons for the establishment of, 197, 368, 377, 513.
S upervisory B ureau  for I nsurance, 479, 551, 682.
S upervisory Councils, 112 , 267, 269, 486, 547, 685, 711.
S upplementary B ank Act of 1909, 2, 95, 760.
Surplus, I nvestment of, in I mperial and State L oans, 418, 451, 474, 

 ̂ 5° 3 > 5I0> 543 . 628, 650, 658, 748, 852.
S w itzer lan d :

Savings institutions, 223.
Regulations on the investment of surplus, 451.

Syndicates, their I nfluence on the R egulation of Production, 666. 
Tariff of 1892, 317.
T a r iffs, P r eferen tia l , in  the E nglish Colonies, 295.
T axation  in  G er m a n y , 152, 191, 265, 330, 334, 371, 515, 533.
Wa g es , R ise  of, 389.
War , F inancial Preparedn ess for, 367, 398, 471, 498, 528, 538, 577. 
War F und, I m perial. (See Juliusturm.)
Widow and Orphan I nsurance, 389.
Workingm en :

Their interest in promotion of industry, 357.
Their income, 361.

Workingm en ’s B an k s , 301.
Workingmen ’s I nsurance. (See Insurance Legislation.) 
Zentralverband des Deutschen B ank- und B a n k ierg ew erbes, 332, 

385, 436, 782, 867.
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INDEX OF SPEAKERS.

Chairman  Ha v e n s t e in : 1-7, 18-22, 32-33, 37-38, 40-41,43-49, 74,380-387, 
392-394, 718-719, 748, 771-772, 799-802.

F reih er r  v o n  Cetto R eichertsh ausen : 202-216, 578-595, 624-626. 
F isch er : 299-304, 637-639.
F r eih er r  von Gamp-Ma s s a u n e n : 1 1 -13 , 17-18, 33-35, 42-43, 83-89, 663-

686.
Gontard: 110 -114 , 266-269, 349-353, 546-561, 791-792.
Doctor H eilig en stad t : 13-14, 29-32,36-37,155-173, 687-700, 721, 772-777. 
K a e m p f : 535-546, 709-718, 760-762.
Count K anitz: 145-155, 227, 387-392, 700-709, 792.
Doctor L e x i s : 51-55, 122-125, 224-226, 287-288, 412-422, 748-755. 
Mo m m sen : 35-36, 77-83, 447-469, 777—785- 
Mu ller  (F ulda): 719-720.
Pe t e r : 216-223, 508-513, 788-791.
R a a b : 270-287, 379, 626-635, 785-788.
Doctor R ie s s e r : 7-1 i , 24-26, 322-349, 561-578, 622-624, 686-687, 803-871. 
R oland-Lu c k e : 137-143, 252-266, 422-440, 443-444, 658-663, 728, 729. 
Schinckel: 14-17,26-28,38-40,227-252,269-270, 469-508, 619-622, 720-748. 
Doctor Schmidt: 288-299, 639-658, 663, 797-799.
Sin g e r : 49- 5 1 - 114-122, 353-364, 603-619, 792-797.
Doctor S tro ll: 41-42, 89-110, 393, 394-412, 755-760.
Doctor Wac h ler : 28-29, 55-74, 3° 5- 322> 379~ 3S °< 440-4 4 3 - 444-446, 595- 

603.
Doctor Wa g n e r : 22-24, 173-202, 364-379, 513-535, 762-771.
F r eih er r  v o n  Wa n g en h eim : 74-77.
Doctor We b e r : 126-137, 469-494.
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