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» the new usury law of, 8g6.
Mint report, the, 446.
Mississippi, banks and bankers of, 235, 314,

93 .
» failures in 106.
Missouri, banks and bankers of, 308, 397,

I fams in, 106, 229.
» interest rate, 732.
Mona, bank of, 527.
Monetary conference at Raris, the, 269.
. « the International of 1878, 439,

557.
# questions, the origins and precedents
of, 180.
Money and banking, the true and false in,

509.
’ » bounties, Adam Smith on, 3o.
# circulation of metallic, 258.
a definition of, 27.
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Money, French metallic, 444.
» in ancient times, 180.
+ in England, fiat, 351.
« market, notes on the, 77, 156, 237,
317, 404, 485, 581,661, 741, 837, 917,

] system of Germany, 598.
Montana, banks and bankers of, 315.
s failures in, 106.
Mortality in Paris, 554.
Mortgage bonds, National banks and, 6o,
S12.
Mt. Pleasant, First Nat. bank of, 7, 193.
Municipal debts, 8oo.

National bank and legal-tender

notes, 73, 311, 482.
currency, the redempnon of, 470.
guaranty by, 224.
note circu (1on, 72, 312, 483,

740, 834, 911
notes outstandmg 1860-78, 144.

« redemption of, 390, 461.

« retirement of, 456.
redemption fund, the, 146, 825.
system, how to abolish the, 820.
bankmg, the profits of, 462.

# system, Ex-Secretary McCulloch

on the, 971.

. » services of, 163,
banks and letters of credit, 8gg.

» mortgage bonds, 6o, 812.

= State legislation, 678.
call for reports of, 651.
declaring no dividend, 322.
earnings and losses by, 306.
failures of, 463,
insolvent, 894.
loans ;)g, to directors, 447.
new, 76, 152, 231, 313, 479, 579,

654, 737, 832, 914, 993.
of N. Y., liabilities and resources

v 154, 402.
” Pennsylvania and usury,
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193.

s the anited States, the, 83s.
purchase of notes by, 2325.

. « stock by, 398.
receiver, acts of, 8g4.
userves of, 6o,

}:roﬁts of, 393.
the safety of the 462.
usury by, 7.
debt, assistance of banks, in refund-
ing, 463.

» debts, European, 849.

.« o listof, 37, 493
Nebraska, failures | in, 106.
1vegw exodus, economical aspects of the,
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Nevada, failures in, 106.
New commercial fields, 379.
New Hampshire, bank taxation in, 70.
» « failures in, 106, 397, 578.
. » savings banks, rights of, 578.
New Jersey, banks and bankers of, 309,
397, 732-

P «» failures in, 106,

. =« wages in, 827.
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New Mexico, banks and bankers of, 480.

- # failures in, 1c6.
New Orleans, National banks of, 828.

" » panic in, 826, 837.

. » suspension of banks i in, 837.
New redemption order, the, 3

» tendencies of political economy, the,

6or, 698, 761.

New York Clty —

Bank Clerks’ Assocnatlon, 542

banks and bankers of, 68, 69, 147, 148,

227, 307, 395, 396, 476, 577, 731, 825,

906, 908, 988, g91.
» dividends of, 69, 658.
bank slatemems. 77, 154, 157, 238, 318,
402, 405, 485, 582,662, 742, 839, 918, 997.
clearing house and resumption, the, 465.
failures in, 106, 396.
imports and exports, 159.
resources and liabilities of National banks
of, 154, 4
savmgs banks, suspended, 829
stock exchange, fluctuations of the, 232.
taxation, 17.
New York State :—
banking department, report of, 626.
banks and bankers, 230, 308, 732, 909, 950.
failures in, 71, 106, 477.
holiday law of, goa.
interest bill, 827, 990.
law as to legal tender, 443
savmgs banks of, 70, 136, , 990.
« suspended, 829, 8go.
“ No protest ” tickets, 474.
Nonh Carolina, banks and bankers of, 831.
« debt, funding of the, gog.
" » fallures in, 106.
Northern Pacific railroad extension, 458.
Norway, failures in, 634.
Notes, on the Money Market [se¢c Money
Market].
s payable in two and a-half months,

818, 9o3.
» with impossible dates, g8s.

Obitu

653, 8
Official builetin’ [:ee Na:t?onal banks new].
Of the true and false in money and bank-

Notvicesy @y 148, 149, 231,

sy 509.
Ohio, bgnks and bankers of, 148, 230, 309,

53.

« failures in, 106, 578.

Ontario, loan companies of, g66.

Operations of the Contirental board of
Treasury, 1775-77, 860.

QOregon, failures in, 106,

Organization of the Treasury department
during the revolution, 534.

Origin and precedents of monetary ques-
tions, the, 180.

Ought the Government to issue paper
money ? 681.

Outstanding currency, aggregates of, 83,

g10.
Overdrafts and collateral security, 474.

Pacific Railroad dues to the Gov-
ernment, 398.
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Paper currency outstanding, 1860-78, 84.
< m » redemption of fractional, 731.
Paper money, Government, g28.
« Hamilton on, 314.
" « ought the Government to issue,

681.
» payable otherwise than in ‘‘dollars,”

649.
Pans, debt of, 341, 804, 8g1.
mortahty in, 554.
»  price of land in France and, 496.
» stock market, 710.
#» taxation in, 252.
« the conference at, 67, 269, 348, 439,
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Parity of gold and silver coins, the, 422.
Passy, Frederic, on study of political econ-
omy, 5.
Pauperism, London, 713.
Pauper returns of England and Wales,
the, ss1.
Payment of customers’ notes by bank, 132.
Pennsylvania, banks and bankers of, 739.
« failures in, 106, 397.
» interest laws of, 71.
n  the Nanoual banks of, and usury, 193.
» usury i
Phxladelphla. Bank Clerks’
meeting, 717.
bank dividends, gg1.
statements, 77, 157, 238, 318, 405,
486, 582, 663, 742, 839, 918, 997.
» failures in, 106,
Photograph as a detective agent, g10.
Pittsburgh_ k Clerks' Association, 547.
Policy of issuing United States gold cer-
tificates, on the, 81.
Political economy, elementary teaching of,

Association
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25.
M. de Laveleye on, 6o1.
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" » new works on, 220, 645, 648.
. s the new tendencies of, 6or,

, 761,
Position of silver, the, g29.
Portuguese finance, 806.
Precious metals, production of, 452, 757.
Premium on gold at New York, daily, 74,
149, 234, 313, 399, 480, §
President and cashier [see Changes]
= Hayes on the finances, 291.
Prices, cycles in, 617.
#» effect upon, of war between Russia
and Great Britain, 16,
« in England, commercial, 329.
« of land in France and Paris, 496.
« solid bottom in, 355.
» the shrinkage of, 550.
Private bankers, shall they publish state-
ments ? 589.
Probable future rates of interest, the, 66s.
Production of the precious metals, 452, 757.
Profits of National banking, the, 462.
Progress of usury legislation, 7.
Propomon of banking capital to liabilities,

Proposed changes in the banking system,

the, 172.
Protest, 817, 986. ™
Public credxt the, 7

o debt of the U. ? [see Debt].
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Quotations of stocks, &c., 78, 157,
239, 319, 406, 487, 582, 644,664, 743, 839,

919, 1000.

Railroad prongrty in the United
, 414.

# stocks, 360. [See also Quotations.]
Railroads of the United States, the, 126.
Railways, Austrian, 616.

Railway, the East India, 548.
Redempstion fund, the National bank, 146,

25.
» of counterfeits by the Bank of France,

34.
» f{ractional paper currency, 73I.
#» National bank currency, 470.
s ’ # notes, 390, 461
order, the new, 326.
Refunding act, the, gos.
» certificates, the, 988.
» of the public debt, the, 652, 734.
» operations, the great, 841.
Relations of capital and credit, the, 27a.
Remittances for collections, 62
Renewal of the Latin Union, 499.
Report of Comptroller of the Currency,
the, 409, 460.
N?:6 York Banking Department,
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Reserves, Bank of England and the, 45.
« of National banks, 6o.
Resources of N. Y. City Nat. banks, 155,

403.
Responsibility of banks for collections, 63,

30r1.
Resumptlon and regulation of currency,
522.
’ » the American future, 489.
] ] “ Clearing House,
. 465.
certainty of, 464.
in gold, 777.
instructions concerning, 573.
its difficulties and dangers, 435.
laws, the, 323.
the Treasury plans for, 469.
Revenue stamps on official checks, gog.
Revolution, organization of Trea.sury De-
partment during, 534.
Rhode Island, banks and bankers of, 149,
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732, 999.
. s failures i in, 106, 397.
I » savings banks, gog.

Rice culture and duty on, ¢63.
Rise in the value of gold, the, 381.
Robberies, 230, 308, 397, 476, 478, 910, 991.
Rouland, M., death of, 636.
Russian finance, 806.

« paper money, 618,

# trade and finance, 556.

St. Louis, banks and bankers of,

732.

« failures in, 106, 989.
Salaries in savings banks, ggo.
Sale of silver, German, 457.
Sales of forged securities by brokers, 394.
San Francisco, failures in, 106.

» receipts of silver bullion at, g64.
Saratoga convention of the banks, 171,
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Savings bank law of Massachusetts, 148.
+ banks, British, 508.

- » convention of, 136
- L4 corporatlons as, gog.
» s expenses 0 70,
. s Keyes' hlstory 0?90
* « Dew, 74, 152, 234, 313, 398, 479, !
579, 655, 738, 832, 914, 992.
. « of Maine, the, 631.
- a of New York, the, 888, ggo.
. « of the United States, 158.
» « salaries in, 990.
" suspended New York, 829, 8go.

Sav. M. Leon, 636.
Scotland. banking in, 143.
= institute of bankers in, 200, gso.
Scottish bank shares, 552.
= failures, 553, 572.
Sentence of bank officers, 396.
» mint robber, 734.
Serwan _currency, 734.
Set-off in bankruptcy cases, 552.
Seyd’s views of British wealth, 3s.
Sherman, Senator, on legal-tender notes,
« and resumpuon, 453-
Shrinkage of prices, the, 550.
Sight bills, grace on, 57s.
Silent contest, a, 370.
Silver, Adam Smith on, 30.
" and gold coins, the parity of, 422.
» mines, 773.
an mtemauonal ratio for, 877.
Asiatic absorption of, g9, 931.
Austrian coinage of, 625, 713, 733, 805,
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bar, price of, in London, 342.
British exports of, 222,

coinage under existing laws, 259,
coins, subsidary, 344, 945.
conference, the, 67, 227, 269, 348, 439,
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demonetization—former British opin-
ion, 261
dollars, s,
. exchange of standard, 57s.
= Vermont's resolution as to, 458.
for greenbacks, 4,
German demonetuauon of, 95.
imported subsidiary, 800, 945, 964.
in Bell‘glum, 637.
rance and Germany, 289.
» Holland, 715.
law, the U. S.. 715, 716.
market, the, 342.
movement in Great Britain, 8or.
« the, gs.
movements of, at London, 342.
of Germany, 554, 636, 930, 969.
payments in fractional, 394.
question, relation of Chinato the, 82,
« the European situation on the,
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ulation, ‘ﬁ

e disbursement of, 310.
» position of, 929.
» total producnon of, g30.
Single standard, India's losses from the,
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Situation, the, gar1.
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| Smith, Adam, on money and bounties, 30.

I Solid botlom in prices, 355.

! South Carolina, banks and bankers of, g10.
» failures in, 106.

South Sea Company, the, 41.

| Spain, metallic standard of, 886.

Special indorsement, 223.

Specie resumptlon and the American fu-

» the Ne:sg’ork Clearing House
and, 46s.
Stamp duties in France, 553.
Standard of value in the U. S., the, 697.
State bank circulation, tax on, 219.
» " notes outstandmg, 1860-1878,

banks of issue, effect of, 455.

» reports and investments of, 478.
bills of credit, 852.
debts of all nations, 37 4g;s;.
legislation, National banks and, 678.
usury laws, 5
Statu insolvent ‘and assignment laws of,
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718,
» bank-note circulation of the, 72, 312,
483, 834.

» financial powers of the, 683.
Stay law of Massachusetts, 148.
Stealing not theft, 226.
Steel in Great Bntam, 887.
Stock and gold markets, review of, 641.

# broker’s commissions, 636.

» Exchange, fluctuations of the N, Y.,
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held as collateral, the transfer of, 62.
lost certificates of, 225.
quotations, 78, 157, 239, 319, 406, 487,
582, . 743, 839, 919, 1000.
Stockholders of insolvent nks, assess-
ments of, 387.
Stocks, raxlroad 360.
Stolen bank notes, 577.
Struggles of labor and capital, the, 8s.
Subsidiary silver coin, 344, 945.
Suffolk bank system, the, 11,
Sugar cane culture, 634.
Surplus fund of a bank, 14.
Sweden, failures in, 634.
Swedlsh view of the double standard, 884.
Switzerland and the Latin Union, 456
Syndicate, operations of the, 8o.
» the new bond, 65a.

Taxation in Paris, 252.
«» the U. S, reduchon of, 293.

New York Clty, 17.
of banks, Congress and, 3.

» bonds, 230.

o « Internal Revenue, gos.

» the United States, 20,
Taxes, indirect, 616.

id by the banks, 463.
Ten-dollar certificates, the, 823.
Ten-forty bonds, calls of, go7.
‘Tennessee, debt of, 732.

a failures in, 106.
Test of the coinage, the annual, 731.
Texas, banks and bankers of, 149, 309.
» debt of, 799
« failures in, 106.
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The 3.65 interconvertible bond, 113.
Timber in Colorado, 633.
» trade, Canada, 592.
Title, changes of. [see Changes of Title.]
Trade dollar, a British, go4.
u " the 247, 988
~ » dollars, Mexican and, 150.
Transfer of stock, 62.
Traveling agents drafts, go4.
Treasurer of the U. S., report of the, 571.
Treasury accounts, process of settling, 723.
" Depa.rtm6esnt extracts from report of,
5
» organization of, 534.
gold certificates, 548.
operations of the Continental Board
of, 860, 9s5.
plans for resumption, the, 469.
receipts, g10.
statement of the, 395.
Trustecs as shareholders, 824.
u  suits algamst 308.

Tunis and Egypt in the hands of receivers,

"
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513.
Turkey, the financial subjugation of, 609.

Unification of the coinage of
France and America, 176.
Union, the Latin, 350, 459, 499-
United Kingdom, paper currency of, 454.
United States bonds, holders of, 228.
" » British exports to the, 257.
" « debt, analysis of, 304.
" « debt of the, 151, 316, 484, 660,

» 995.

gold certificates, on the policy of

issuing, 81.
imports and exports of the, 393.
notes, large, 394.

« outstanding (1860~78), 144.
paper currency of, 454.
railroad property in the, 126, 414.
securities, price of, 1862-79, 994.
silver law, 715, 716.
taxation of, 20.
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United States,’standard of value in the, 697.
" » Treasury receipts, g1o.
" " « report of the, 571.
. « statement of the, 395.
Utah banks and bankers of, 231.
I fallures in, 106.
Usury, 149, 817, go2. [See also Legal Mis-
cellany at end of Index.]
law of anesota, the new, 8g6.
#« New York, 79.
leg|slatlon, progress of, 7
question, the National banks of Penn-
sylvania and the, 193.

Value of gold, the rise in the, 381.
» the standard of, in the U. S., 697.

| Venice, the Bank of, 273.

Vermont, failures in, 106, g10.

! Victoria gold production, 827.

Virginia, banks and bankers of, 733.
» failures in, 106.
« funding the debt of, 733, 827.
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Wages and cost of living in Mas-
sachusetts, 768.

in France, agncu]tural, 496.

in Great Britain, 634.

Waiver of grotest, is it an indorsement ? 64.
Wales and England, the pauper returns
of, 551.

Walker George, address before the Ameri-
can Bankers' Association, 2a4.
War between Russia and Great Britain,
effect of upon prices, 16.
Washington Territory, failures in, 106.
Wealth, British, Ernst Seyd on, 35.
West Virginia, failures in, 106,
What banks do for labor, 161.
Wheat export to Great Britain, 379.
« foreign demand for, 882.
« low prices of, 8oz,
Who shall issue the currency ? 528.
Wisconsin, failures in, 106.
Wyoming, failures in, 106.

Year 1878, failures in, 9o6.



LEGAL MISCELLANY.

Decisions reported in the BANKER'S MAGAZINE, for the year
ending June, 1879.

Acceptanoe, 814.

Agent's right to pledge stocks as collateral
to loan, 214.

Assignment laws of the States. 718,

Attachment against National bank, 897.

Bank check, §8.

« checks, the law of, 59.

= taxation, 392, 812
Bankruptcy, 218, 471.
Banks as collectmg agents, 295.
Bills of lading, 57, 897, 8¢8.

Certificates, guarantee of, 309.
Check, delay in presenting, 810,
s transfer of, 57, 566.
Checks, 810.
Collateral, 309, 811, 813, 814.
» securities and law of guaranty, 141.
Contract, 811,
Corporation, 58, 218, 449, 730, 897.

Drafts, the presentation of, 638.
Duplicate bill of lading, 897

Estoppel, 58 141, 311, 730.
Evidence, 58.

Failing bank, 813.

Failure of collecting bank, 29s.
Foreign corporations, 218, 897.
Forfeiture, 56.

‘Guaranty, law of, 141.

Indorsement, 218, 300, 309, 811, 814.

Insolvent and assng'nment laws, 718.
#« National banks, 804.

Interest, 57, 300

Location, the law of, 143.

Mortgages, National banks and, 812,
Municipalities, repudiating, 898.

National banks, 398, 8¢4.

a » and mortgages, 812.
and real estate security, 807.
and State usury laws, 49, 66, 728.
change of State banks to, 58
penalty for usury by, 8g2.
purchase of notes by, 563.
Negotlable instrument, 57, 218, 300, 810.
Notes payable at bank 132.
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Ownership of surplus of savings banks, 215. .

Penalty for usury by National banks, 8g2.
Preferred creditor, 729.

Presentation of drafts, the, 638.
Promissory notes, 471, 811.

Protest, netice of, 812,

Real estate security, National banks and,

8o7.
Receiver, set-off against, s1.
Repudxatmg municipalities, 3
Responsibility for official deposit, 812.

Savingsbanks, ownership of surplus of, 215.
Securities, transfer of, 141.
Set-off, 51, 472, 813.
Sha.reholder, liability of, 8g4.
State banks, change of to National, s8.
« courts, jurisdiction of, s1.
« usury laws and National banks, 49,

66, 728.
Stockholder liability of, s8.
Stock tra.nsfers, 479.
Stolen securities, 59.
Surety, 562. 730, 739, 811, 813.
Tax, 468, 472, 734.
Taxation of banks, 392, 812
Transfer 62‘ checks through failing bank,

. " of stock, 479.
Trust fund, 29s.

U;t;y. 49, 56, 66, 298, 300, 446, 472, 728,
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Aetna National Bank vs. Fourth National Bank, 133.
Allen vs. Kramer, 638.

Barnet vs. Muncie National Bank, 8g2.
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THIRD SERIES.

THE ANNUAL CONVENTION OF THE BANKS.

The American Bankers’ Association announces that its next
annual Convention will be held at the- Town Hall at Sara-
toga, on the 7th of August, and two following days. Last
year the meeting was in New York, and the year before at
Philadelphia. The intention was to hold the Convention this
year at Louisville, Chicago, Cincinnati, St. Louis, or some
other Western city. For various reasons this project was
postponed. As the meeting had to be held in August, and
as a large delegation was absolutely necessary, it was
decided that the best place of méeting would be Saratoga,’
where, in 1875, a very large and successful Convention was
held. From the official circular it appears that the discus-
sions are likely to take a wide range, and to be of no small
practical utility. Among the topics mentioned are bank taxa-
tion, usury laws, the principles of currency reform, the union
of the banks for the refunding of the debt, the powerful
influence of the banking system upon public and private
credit, and the evils which, by injuring our banking effi-
ciency, do a corresponding mischief to every kind of business,
and to all orders of business men. The payment of interest
on deposits does not seem to be referred to, nor the much
disputed questions about cash reserves. These and other
subjects formerly commanding much attention appear to have
been crowded out of the programme by topics of more
pressing importance.

Among these topics we observe a reference to the unre-

1
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. stricted power to issue municipal, county and other bonds,
by which heavy burdens of taxation have been created, and
a mischievous public- agitation has been kept alive. These
burdens are so galling, and foster such .a constant irritation
in the public mind as to aid the demagogues who are under-
mining our public credit at home and abroad. It is one of
the advantages of a National Convention comprising bankers,
financiers, bank officers, and other persons who own or con-
trol capital in the United States, that such subjects can be
discussed with a practical knowledge and a ripe experience,
which, in the present condition of our National finances
ought to command the attention of Congress and the Legis-
latures of the several States. If, by the deliberations of the
Convention, some new restrictions can be set in operation to
check the reckless issue of corporate and municipal bonds,
one fundamental condition for the rehabilitation of the
country will be supplied, and others may be expected to
follow. '

A large and influential portion of our six thousand banks will
doubtless attend this meeting. The time chosen is favorable,
occurring, as it does, just at the torrid season in the middle
of the summer vacation, when so many bankers and bank
officers from various parts of the country are at leisure, and
may, consequently, be expected to find it easier to visit New
York. Moreover, during the December session, Congress will
be very likely to legislate on bank taxation, and the officers
and shareholders of banks will, on this account, be the more
likely to appreciate the necessity of taking prompt measures
to inform their Senators and Members of Congress of the
facts which show how the interests of business are threatened
by bank taxation. Now is the time to draw closer together
those bonds of union by which the several branches of our
-banking machinery are becoming one harmonious body. The
pressure of taxation with many other causes, has tended of
late to destroy that antagonism and rivalry which were
formerly so mischievous and so active in separating from
each other the various classes of banks and different sections
of our banking system. An interesting paper might be pre-
sented to the Convention on this special need of our financial
organism. The experience of the past might be instructively
cited to show the necessity for union, the obstacles and
difficulties which have so long made it almost impossible,
and the progress which has been made in this country during
the last few years in bringing together the discordant
elements of our banking system. In discussing the ad-
vantages which have thus been already secured, and the
greater benefits which are promised to our finance and
industry hereafter, it would be easy to show that the closer
is the union of our banks with each other, the better will be
the prospect for the revival of business, and for the avoid-
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ance of some of the financial dangers which now threaten
the nation. We repeat the suggestion we made last year
that it might be of advantage to the Convention if, in the
distribution of the various topics to each speaker, the Com-
mittee would give some prominence to ‘a practical view of
the characteristics of our banking system as compared with
those of other countries. As there will probably be, next
August, a number of foreign bankers, merchants and states-
men, visiting this country, it will be easy for the American
Bankers’ Association, if they desire it, to obtain sufficiently
full information from authentic sources, and to make this
part of its discussions suggestive and useful. Of course, an
account of the British, Swiss, Belgian, Italian, and other sys-
tems of banking in the old world can be, with advantage,
made to enter into the programme of the Convention, but
most probably the evidence in regard to the recent banking
history of Germany, Austria, Scotland and France will be of
more practical interest, as well as more easy of access.

CONGRESS AND BANK TAXATION.

After eight months of continuous labor Congress has
adjourned without completing any fiscal legislation. Mr.
Wood’s tariff bill has failed, and the only tax bill reported
by the Committee of Ways and Means which has passed the
House, is the internal revenue measure of Mr. Burchard, to
which reference was made in our last number. This measure
was so transformed by amendments, that on the last day of
its discussion, Mr. Burchard resigned it to Mr. Tucker who
carried it through the House, and it awaits the action,
next December, of the Senate. As heretofore explained, the
intention was to append to the bill an amendment repealing
the tax on bank deposits. The advocates of this plan
abandoned it however, and the bank-tax section was struck
out of the bill. No one acquainted with the facts will sup-
‘pose that the banks have been inert, or their numerous
friends in Congress idle. Two things have at least been
done. The attempts at hostile legislation have been kept in
abeyance, and the ground has been prepared for some
measure of more visible success next winter. For obvious
reasons, but little has been heard of the banks, or of their
efforts at Washington. It has been the wise determination of
the American Bankers’ Association to have nothing to do
with the lobbyists who infest the Capital, but to rely solely
upoa the legitimate influence -of the members of the Associa-
tion throughout the United States with their senators and
neprcsentativcs at Washington. Facts have been brought to
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the knowledge of every member of Congress, by his own con-
stituents, which have produced a profound conviction in many
quarters where indifference or hostility to the banks formerly
prevailed, that the relief of the banking business from the
burden of the deposit tax is demanded by public policy, and
.is one of the most enlightened and efficient expedients for
aiding the revival of business throughout the country.
Though so little noise has been made in the newspapers, we
learn from official sources that during the past year about
320 thousand slips have been circulated, or prepared for cir-
culation, containing articles and speeches advocating bank
tax repeal, and that the Association has also sent out nearly
100,000 newspapers, pamphlets and journals in furtherance of
the general objects for which it is formed. Some idea may
be formed of the activity of the efforts making by the
banks for relief, when we find that the correspondence is re-
ported at 92,000 letters received and sent out during the last
ten months. What will be the result at last of so much
. well-directed labor remains to be seen. A peculiar feature
of the agitation appears to be that its activity is greater in
the West and South than in other sections of the country.
Several of the most convincing and useful addresses to the
Committee of Ways and Means have proceeded from gentle-
men of high standing in the South, who are wholly actuated
by the conviction that for the resuscitation of industry in
the Southern and Western States it is absolutely needful to
relieve the banks from the pressure of war taxation. Among
the speeches from southern men unconnected with the bank-
ing business one of the most effective that we have seen is
that of the Hon. John W. Daniel, of Lynchburg, whose elo-
quence and legal knowledge have won for him a national
reputation, while his Senatorial labors at Richmond have
given promise of still greater services to the country here-
after. We regret that our space admits of only a part of
Mr. Daniel’s address to the Committee of Ways and Means
on the subject of bank-tax repeal. We understand, how-
ever, that it is to be published in full in the official report
of the proceedings. After asking the Committee to report a
bill for the repeal of the deposit tax, Mr. Daniel proceeds as
follows :

“My attention was called to this subject as a member of
the Virginia Senate, while studying the financial condition
of the State and country; and I was impressed with the
belief that this tax was one of a series of most impolitic
and injurious measures. Uninterested in it through connec-
tion of any kind with banks, or bankers, I felt persuaded
that in the interests of the people, the tax should be re-
pealed; and but for the press of general business -upon the
General Assembly of Virginia, which crowded the matter
out of consideration, there is no question that it would have
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adopted a resolution, which was offered, invoking Congress
to this end. I beg leave now to repeat 'a' summary of the
views which have created these corvictions in my mind.

“(1.) First let me say that to tax a bank for exercising
its common law right to receive and hold funds for the ac-
commodation and use of its customers is an anomaly in
our system, resting on no philosophical theory and upon no
practical business-like view of the case which I can discover.
For, be it observed, that the tax lays in wait for the cus-
tomer’s money as it flits across the bank counter, catches
hold of the hand that receives it and squeezes a tax out of
that hand, albeit it receives no benefit from the money,
albeit that money lie idle in a bank vault, albeit that money
passes immediately out again upon the customer’s checks,
albeit the customer, not the bank, received the accommoda-
tion.

“(2.) Let it be observed that the bank is taxed for taking
care of and protecting another party’s property ; that the tax
is not laid on the owner of the money, nor upon the party
who is certainly benefited by the deposit. The bank accom-
modates and benefits the community, stimulates trade and
places itself as a public convenience in the thoroughfares of
business, as a servant of exchange, and is taxed for its most
gracious work.

“(3.) Be it observed also that the deposit is in the nature
of a loan, at the loaner’s will, to the bank; that the deposit
may be checked away the next instant after it is made;
and that the tax on deposits is in reality a tax on the tem-
porary borrower of funds. If money permanently deposited—
that is, for a long and definite season—alone were taxed the
bank might in some sort remunerate itself by lending out
the funds and charging interest upon them. But this is not
the case. The funds may stay only long enough to subject
it to a charge for receiving them. When the banks receive
funds and issue certificates of deposit they pay a bonus to
the depositor—in Lynchburg, my place of residence—as high
as five per cent.  They are then taxed by the government
one per cent. Then they must loan it out on good paper
(and at what rate of interest I pray you?) to make a profit.
But of this I shall speak hereafter. .

“(4.) Both in England and America this iniquitous and
unreasoning theory of taxation has received searching criti-
cisms from the best thinkers; and capitalist, agriculturist,
and trade are alike interested in its repeal.

“Petitions signed by over 50,000 voters have been laid
before Congress seeking redress; the Comptroller of the
Currency- has recommended it; and in the Southern and
Western States, an imposing movement to bring it about has
begun. In St. Louis there was recently assembled a conven-
tion in which the representatives of more than 5,000 State.
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banks and of 2,000 National banks participated ; and they
united in invoking Congress, for the sake of the business of
the country, to lift from them this hard and oppressive
burden.

“(5.) And here let me ask the attention of the Committee
to some instructive tables furnished by the Comptroller of
the Currency in his report for 1877, which is accessible to
all. From these tables it will be seen that the total revenue
derived from taxation of the banks, State and Federal, was
for the last year $10,828,656.12, and that about six and a
half millions of the amount consisted of the tax on deposits
of State and National banks. . ...

“(8.) Stability, legality, certainty—the elements that make
up reliability, should be the foundation characteristics of

banking. These are unattainable under the Federal Statutes.
- The banks are forced to take the hazards of usury; a specu-
lative turn is given to business which of all others, should
be freest from it. Breach of law-—greater ventures—harder
bargains—these are the retaliating measures, necessary to
combat oppression. These are the throes of the struggle for
life and success. At first blush the people arc captivated
with the idea of heaping taxes on money changers. The

demagogue is ever ready to play upon this prejudice; but it -

disappears as soon as intelligence is addressed, and the plain
truth is perceived, that one end of the burden falls on the
people who borrow money, and that they are at last the
heaviest sufferers.

“In the last reported year total losses were over § 19,000,000
and 231 National banks declared no dividends whatever. To
save themselves and make six per cent. profit usury must,
usury will, usury does, gouge deeply, and frame your statutes
as you will, that gouge comes out of the people, that gouge
opens an avenue to the bankrupt court. There was a time
when the National banks could bear this strain and still
make profits. It was when United States bonds were at a
discount. Of this we shall speak hereafter. But that time
"has passed. And both as to State and National banks, such
is now the condition of things, that it may be stated as a
patent fact: Zhat our banking system is a system of compulsory
usury, and that bank which does not violate the law must perish
by the law. We are, in short, constructed by harsh laws
into a nation of usurers, preying upon and destroying one
another in order to live.” )

Mr. Daniel’s lucid address suggests an argument that
we do'not remember to have been used by the advocates of
bank tax repeal in Congress. The dark spectral arm of com-
munism now raised in this country, and threatening the life
of our institutions, warns us that if we would hope for vic-
tory in the approaching struggle with organized anarchy,
which may be nearer than many of us suspect, we should
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strengthen all the conservative forces of our National life.
But, of those conservative forces, the banks are among the
foremost. Hence, the highest public policy demand that we
should make the banks strong; and if the war taxes on
deposits undermine the strength of the banking system, which
is admitted, these taxes should be taken off for that reason,
as well as because they bring nothing into the Treasury that
will at all compensate for the harm they do to our industry
and trade. We have no space to elaborate this argument,
and merely offer it as a suggestion for the consideration of
those whom it so nearly concerns.

PROGRESS OF USURY LEGISLATION.
BY DR. GEORGE MARSLAND.

A usury decision of some importance has just been announced
in the U. S. Circuit Court for the Western district of Penn-
sylvania. The opinion was given by Mr. Justice Strong, and
was concurred in by the Circuit Judge, the Hon. William Mc-
Kennan. The facts and principles connected with this case
have been several times set forth and commented upon in this
magazine since the suit was commenced in the Court below.
The First National Bank of Mount Pleasant had lent at vari-
-ous times, sums of money to the plaintiffs, Messrs. Duncan &
Bro,, “reserving and charging therefor, interest at the rate of
nine per cent.” It was proved and admitted that interest had
been paid at that rate, and the plaintiffs claimed that the
transaction was usurious under the U. S. Revised Statutes,
Section s5197. It is there forbidden to a National bank to
charge more than the rate of interest allowed to be charged
under the State laws by banks of issue. The Section reads
as follows: “ Any association may take, receive, reserve, and
charge on any .loan or discount made, or upon any note, bill
of exchange, or other evidences of debt, interest at the rate
allowed by the laws of the State, territory, or district where
the bank is located, and no more, except that where by the
laws of any State a different rate is limited for banks of
issue organized under State laws, the rate so limited shall be
allowed for associations organized or existing in any such State,
under this title. When no rate is fixed by the laws of the
State, or territory, or district, the bank may take, receive,
reserve, or charge a rate not exceeding seven per centum,
and such interest may be taken in advance, reckoning the
days for which the note, bill, or other evidence of debt has
to run. And the purchase, discount, or sale of a bona fide
bill of exchange, payable at another place than the place of
such purchase, discount, or sale, at not more than the current
rate of exchange for sight drafts in addition to the interest,
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shall not be considered as takmg or receiving a greater rate
of interest.”

The penalty for violation of this statute is fixed by Section
5198 as follows: “The taking, receiving, reserving, or
charging a rate of interest greater than is allowed by the
preceding section, when knowingly done, shall be deemed a
forfeiture of the entire interest which the note, bill, or other
evidence of debt carries with it, or which has been agreed
to be paid thereon. In case the greater rate of interest has
been paid, the person. by whom it has been paid, or his
legal representatives, may recover back, in an action in the
nature of an action of debt, twice the amount of the interest
thus paid from the association taking or receiving the same ;
provided such action is commenced within two years from
the time the usurious transaction occurred.”

Such is the U. S. law governing National banks in regard
to usury. If they charge more than is allowed under the
State laws to be charged by banks of issue, they are liable
to the penalty, namely, the forfeiture of all interest.

The question on which the case turned was, therefore, a
very simple one, admitting, it might seem, of an easy answer.
It was this, did the defendant bank charge the plaintiffs a
higher rate of interest than other banks of issue are allowed
to charge in the State of Pennsylvania? In the BANKER’s
MacaziNe for April, 1877, we reported, page 787, Judge
Ketchum’s charge to the jury in this case in the U. S. Dis-
trict Court at Pittsburgh. The Court charged the jury as fol-
lows: “The legal rate of interest in Pennsylvania is six per
cent.,, the rate of discount allowed to banks of issue is also
six per cent, and ng more. It is true there are some banks
that by spec1al Acts of Assembly are allowed to charge
more, but these are exceptions to the general law of the State.
Congress deals with general rules and when it excepts banks
of issue under the State-laws it means #e general law, appli-
cable to the whole State, and relating to banks of issue all
over the State. The special Acts authorizing banks of ‘issue,
if there are any, apply only to the particular bank created
by them, or permitted by them, to take more than six per
cent. discount. The National banking law prohlblts a
National bank in Pennsylvania from taking more.” In
accordance with this instruction from Judge Ketchum, the
jury gave a verdict against the bank and, if this view of the
law were correct, the defendant bank was clearly liable to the
" penalties of usury, but as the U. S. Circuit Court has over-
ruled Judge Ketchum’s construction of the law, the case now
goes back to the District Court for trial, on the fact as to
whether there are any banks of issue in the State of Pennsyl-
vania .which are allowed under the laws of that State to
charge “a rate of interest agreed upon by the parties,”
whether that rate exceeds six per cent. or not. On the part
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of the bank it is contended that there are more than fifty
banks in Pennsylvania which have the privilege of charging
whatever rate of interest may be agreed upon, without any
reference to the limit of six per cent. This privilege accrues
to them under the general law passed by the Legislature of
Pennsylvania, April 16th, 1850, which provides among other
things that ‘“every banking corporation hereafter created by
any special Act of the General Assembly, and every bank
hereafter re-chartered or the charter of which shall be here-
after extended or renewed by any such Act of Assembly
shall be subject to the provisions of this Act;” that is, shall
have the privilege of charging any rates of interest that may
be agreed upon.

On the other side, it is argued that the law of 1850, does
not apply to the present case, inasmuch as the fifty bdnks
referred to do not actually issue circulation, though they have
the right to do so under the Pennsylvania law. This right
is in abeyance, and it is not used by the banks because the
‘privilege of note issue is unprofitable under the ten per.cent.
tax levied upon State bank notes by the Federal Govern-
ment.

On the whole, therefore, the ultimate decision will turn on
a question of law, dependent of the construction of the Penn-
sylvania statute of 1850, and the rulings on that subject. If,
as seems probable, the final adjudication should be in favor
of the bank, the usury laws will be as completely reformed
in the State of Pennsylvania as they were in this State by
the important case of Farmers and Mechanics National Bank
vs. Dearing. Much credit is due to the committee of the
Pittsburgh Clearing-House banks, who have so laboriously
conducted this important litigation in Pennsylvania to a suc-
cessful issue. We are informed that Mr. L. Halsey Williams,
Mr. S. George, Jr, and Mr. G. R. Duncan, who constitute
this committee, are about to issue a circular on the subject,
which we hope soon to publish for the information of the
banking community, among whom the questions involved
have already begun to command general attention. In reply
to the question whether the case will be appealed to the
U. S. Supreme Court, we may state that by the rule of
practice in the U. S. Supreme Court, a case cannot be car-
ried up on appeal from the Circuit Court if it involves a -
smaller sum than $s5,000, except where the judges on the
Circuit Bench disagree. As this case involves only § goo, and
the judges agree, there is no appeal from the decision under
review, to the Supreme Court of the United States. In our
Notes on the Money Market will be found some account ‘of the
new legislation which the case before its close suggested to
the Legislature of the State of Pennsylvania.
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HOW TO READ BANK STATEMENTS.
BY GEORGE WALKER.

Publicity is one of the most esteemed safeguards of modern
banking. That it is by no means a complete one, is shown
by the ever-recurring bankruptcies of institutions which have
not avoided publicity, and have made a fair showing in their

" published statements. The trouble in these cases is two-fold :
on the one hand, the statements, while perhaps truthful on
their face, may cover a great deal of rottenness, and on the
- other hand, the public, for whose enlightenment they are
intended, has not learned how to interpret them. There is a
certain measure of information which any business man of
average understanding may derive from a bank statement,
and it is far from being an unimportant measure. On. the
contrary, when dealing with the transactions of a large num-
ber of institutions, statistics are almost always an unerring
indication of strength or weakness.

We propose, in a brief space, to point out some of the
simplest rules by which bank statements are to be inter-
preted, and to show what can, and what cannot, be learned
by means of them.

The balance sheet of a bank, like all other balance sheets,
is made up of items of debit and credit; the gain or loss
account, which  strikes the balance between all the other
accounts, being Profit. and Loss, which, if the bank is in a
sound condition, should be found on the side of Liabilities,
and not of Resources. In the simpler and more popular
phraseology of our National accounts, however, the old
fashioned name, Profit and Loss, does not appear; but in
place of it, the items “ Surplus Fund,” and “ Undivided Profits,”
which can only be found on the right side of the Ledger.”

Now, what are the usual and legitimate debits and credits
which should figure in a bank account? What, in other

words, do its debts and assets properly consist of ? The three
principal items of liability are capital, circulation and
deposits. The bank owes its stockholders for the capital
invested by them in the business; it owes the general public
for the circulating notes which it has issued, and which are
outstanding ; and it owes its private customers for the sums
of money which they have deposited with it it account cur-
rent. Besides these leading items of indebtedness, it owes
other banks and bankers for collections made for their
account, and often for direct deposits, which do not essen-
tially differ from the deposits made by individuals. Country
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banks habitually keep such deposits with their city corre-
spondents, for convenience, for profit, and in compliance with
law. The constant want of city funds for the payment of
debts due from the country to the city, requires the mainte-
nance of a large fund to be drawn against for the conveni-
ence of country customers. When there is a real rate of
exchange between the point of drawing and the city drawn
upon, the country banker- gets fairly paid for keeping such a
fund, and it is often used also as a cover for usurious
interest, the bank consenting to lend only on condition that
the borrower takes the proceeds of his discount in city drafts
which he does not want, at an arbitrary rate of exchange.
This fictitious charge for exchange is, however, much less
frequently made by the National banks than it used to be by
banks working under State laws. City balances are also kept,
for the purpose of absorbing a part of the cash funds which
safety requires to be always available, and on which a very
small rate of interest is better than to have the whole lying
idle in the vault.

The National Bank Act encourages the keeping of such
deposits, by allowing them to be counted as a part of the
cash reserve required under that statute. The history of that
allowance is curious, and shows how a practice often con-
tinues to prevail long after the reasons which gave rise to it
have ceased to exist. When the first specie-reserve law
known in American legislation (except the Louisiana Bank
Act of 1842), the Massachusetts statute of 1858, was passed,
the Suffolk bank system was in full operation throughout
New England. Under that system the bills of all New Eng-
land banks were daily redeemed in specie in Boston, and
returned to the issuers. To meet this redemption, every bank
kept a special redemption fund at the Suffolk, Mutual
Redemption, or some other Boston bank, which drew no
interest, and performed for it the functions of specie. When
the law of 1858 was passed, the country banks, expecting
that the old system of redemption would continue, (as it did
so long as the State banks remained in existence), not
unreasonably insisted that their city funds ‘“kept for the
redemption of their bills,” should be allowed to count as
specie up to a certain proportion, and this claim was acceded
to. After the crisis of 1857, Ohio, and perhaps some other
States, in which a central system of redeeming bank notes
‘prevailed, passed specie reserve laws containing a similar con-
cession. The National Bank Act was the creation of Mr.
Secretary Chase, a citizen of Obhio, assisted by Mr. Hooper,
a member of Congress, from Massachusetts, and one of the
authors of the law of 1858. The banking legislation of those
States was, accordingly, largely incorporated into its frame
work. Among other provisions so incorporated,. was that
allowing balances due to a National bank from any other

»
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National bank, approved by the Comptroller, in either of a
large list of cities, available for the redemption of its circulating
notes, to be counted as a part of the required reserve of law-
ful money. This concession as originally made, was entirely
unjustifiable, inasmuch as very few of the fourteen cities first
enumerated (since enlarged to seventeen), ever had been, or
‘were ever likely to become, natural centres for the redempticn
of a paper circulation. The attempt to erect them into
money centres was the offspring of a foolish State pride,
which finds a historical parallel in the loyalty of the country
member in Connecticut, who, when New Haven was made a
city, insisted that his town should be made a city also; to
which the New Haven representative readily assented, on con-
dition that it should at the same time be declared a seaport.
The only ostensible purpose of the city reserve fund was for
the redemption of circulating notes, and that purpose was
rendered inoperative by the passage of the act of 1874 which
substituted a deposit of legal tenders to the amount of five’
per cent. on the circulation, in the Federal Treasury, in place
of the larger reserve required to he kept by the bank itself.
As the law now stauds, therefore, the city reserve fund is a
reserve against deposits only, and as deposits can only be
demanded at the counter, it is no reserve at all, illustrating
the Latin law maxim, cessante ratione, cessat ita lex. The pro-
vision ought to be repealed, and whatever reserve is required
to be kept against deposits, should be kept in the vaults of
the banks owing them.

The only other items which figure on the debit side of a
National bank account are public deposits (in case the insti-
tution is a Government depositary), re-discounted paper—
of which there is very little in this country—and surplus
~arnings, due to stockholders.

On the credit side of the account, or among its resources,
the bank holds its cash, its loans and discounts, its bonds
deposited for circulation, or as security for public deposits,
its claims against other banks and bankers, its bank premises
and other real estate, furniture and fixtures, and its current
expenses not yet charged up. These are the principal classes
among which its assets are usually distributed. They are
often considerably subdivided, so 4s to show more accurately
what they consist of. The Comptroller of the Currency is
authorized, under the National law, to prescribe the form of
bank returns, and there is nowhere else so full and satisfac-
tory a bank statement published as that of the National
banks of the United States. We ought, perhaps, to except
the excellent statement of the bank of France, which is pub-
lished weekly, in the London Zconomist. That statement con-
tains thirty-six items on both sides of the account, and gives
a great variety of information not usually found in a bank
return. The weekly statement of the Bank of England, on

~
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the contrary, contains only fourteen items, covering both the
Issue and Banking Departments. The bank statement proper
contains only nine, and some of these items arc expressed in
such terms that an American bank officer, not familiar with
the operations of ‘the Bank of England, would not readily
understand them. Thus, the word “rest,” meaning “surplus
earnings,” is extremely technical; and we doubt if many
foreigners can explain the meaning of “seven-day and other
bills,” meaning, we believe, certificates of deposit payzble on
time. Even the words ‘“other securities,” meaning ‘loans
and discounts,” have to be read in the light of their position
in the account, in order to be intelligible. A copy, now before
us, of the statement made by National banks of the United
States, contains thirty-eight items, and is therefore numeri-
cally fuller than that of the Bank of France, and, if we mis-
take not, it 'has been considerably enlarged, under the
administration of the present Comptroller.

The Joint-Stock banks of Great Britain make no uniform
statements, though the regularity and fullness of their pub-
lished returns seem to be increasing. Great credit is due to
the Economist for the care with which these half-yearly
returns have, for many years, been republished, collected,
and tabulated in that paper. The compiler of the latest of
these reports, published on the 18th of May, last, complains,
however, of their want of uniformity. ¢ All Joint-Stock banks
do not arrange their balance sheets on one uniform plan.
Some publish no statement of accounts whatever.

From the circumstance that the banks do not all follow the
same plan complete uniformity cannot be attained. .
From the causes which have just been mentioned, it has been
impossible to draw up this statement with the complete
accuracy which might otherwise have been attained; and for
the same reasons it affords but an imperfect idea of the
amount of capital wielded by the banks of England and
Wales, as a whole. While some, indeed many, English Joint-
Stock banks, are not in the practice of publishing their
accounts, no Private banks in England ever publish their
accounts at all. This remark will hardly be needed by the
readers of the ZKconomist in this country, but it is desirable
to make it for the service of our readers in foreign countries
who are not likely to be conversant with the custom of
English bankers. This fact must also be borne in mind
when comparing the position of the banks of England col-
lectively with those of Scotland and Ireland.”

Having thus indicated the leading items which go to make
up the two sides of a bamk account, let us now consider the
inferences which are to be drawn from them. The first
glance at the footings of the account shows the magnitude
of the bank’s current business. Comparing it with the capi-

tal stock, we learn how large a volume of capital is availa-
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ble for the earning of a dividend. Comparing one bank with
another in the same city or town, and assuming other things
to be equal, this is a rough-and-ready way of judging as to
the comparative profitableness of their business. But it is by
no means conclusive, for a further examination of the two
accounts may disclose clements of great dissimilarity appear-
ing on the surface; and behind the’ figures there may lurk
skeletons which disturb the peace of managers, and which
would still more disturb the confidence of the public, if they
were unveiled. .

- The next glance should be ‘at the surplus fund; for this
shows whether the past operations of the bank have been
profitable, and whether its present position is fortified by a
sufficient reserve to ensure uniformity of dividends, and to
make good exceptional losses. But even the surplus fund is
not conclusive evidence of present strength. It may only
show that at some past time a surplus was honestly earned :
it is not proof that the amount of it now represents sub-
stantial property. Like the capital stock, it may have been
eaten up by specific losses, or by a general deterioration of
assets. It takes a courageous, as well as clear sighted and
honest, board of directors to charge off bad debts as soon as
their collection is hopelessly apparent. Hardly any bank fails
without showing a surplus fund on its books.

Having thus far looked only at the amount of the bank’s
resources, let us next see what information we can gather as
to the character and quality of them. First, as to its ability to
meet its immediate indebtedness. We have seen that it owes
large sums to the public for circulation, and to its particular
customers for deposits. Both these are demand debts, but
neither of them is capable of being immediately demanded
in full, and therefore a bank need only keep a fair percent-
age of them in cash, or in other means immediately con-
vertible into it. Less cash is needed under the National
system, from the fact that the circulation is specifically
secured beyond the possibility of loss, and depends in nowise
on the solvency of the bank issuing it. Indeed, the difficulty
of assorting the notes and gathering a sufficient number of
them to present to one institution or its agent, is so great
that there is more danger that the -circulation will become
inert and sluggish from excess, than that the banks can be
inconveniently run upon. Whether or not the five-per-cent.
deposit with the Treasury will be a sufficient redemption
fund, can only be proved by experience after resumption of
specie payments. The old and prudent rule of one-third cash
to immediate liabilities will probably prove unnecessarily
conservative. Nor has there ever been any established rule
applicable to deposits alone. It may, however, safely be said,
that the requirement of the law is within the rule of prudent
banking, and those institutions will always be entitled to the
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highest confidence, which keep themselves strong in cash
means ; and that what they may lose in interest on idle capi-
tal, will be more than made up to them in the popularity
and patronage which a bank is sure to receive, which is
always in a condition to help its customers, and is never dis-
tressed by a sudden stringency in the money market.

While the possession of ample cash means is, therefore,
a sign of prudent banking, it must be remembered that cash
is idle capital, and must be deducted from the assets, when
trying to arrive at the earning capacity of a bank. So also
must Current Expenses, Premiums, Real Estate (bank prem-
ises), furniture and fixtures, and such bank balances as
draw no interest. In.estimating bank balances, it is well to
deduct the amount on one side of the account from, that on
the other, and to allow or charge a very small rate of
interest on the difference.. When the productive assets are
* finally eliminated, it remains only to make the best estimate
possible of their rate of earning. This, in the case of United
States bonds can be pretty closely arrived at; but on Loans
and Discounts, it is impossible to estimate it with any exact-
ness. This is the blind and secret account—the dead wall
which stops the way of further research. But before we get
to it, we have acquired a great deal of valuable information.
The habitual study of bank statements, will rapidly develop
the capacity of turning them to advantage, and this is
especially true of aggregated accounts, like those of the whole
country, or of particular cities or towns in which the
inquirer has a business interest.

We cannot more appropriately sum up the advantages, as
well as the limitations of ‘bank statements, than by quoting
the following passages from the preface to the Zabular state-
ment of accounts of Banks, published in the supplement to the
Economist, for May 18, 1878: “Accounts of this description,
do not, and cannot, give any information as to the inner
working of a bank. The higher qualities of banking, the
skill, the care, the caution with which a business is carried
on, these points cannot be shown on paper in a mere statis-
tical form. Still there is a great deal which may be learned
from statements of accounts. They tell us what deposits a
bank holds; and though they cannot tell us completely how
those deposits have been employed, they enable an estimate
to be formed, in a rough way, of the amount of the floating
capital of the country, and of the reserve available to meet,
any sudden emergency. The maintenance of a suitable
reserve is one of the points which should continually be borne
in mind. It is essential to ensure stability, which is the first
consideration in banking business.”
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EFFECT UPON PRICES, OF WAR BETWEEN RUSSIA
' AND GREAT BRITAIN.

A war between Russia‘and Great Britain would affect,
mainly, prices of articles of Russian produce consumed by
Great Britain, and of war material. We might naturally look
forward to such a war to increase prices of our princi-
pal articles of export, inasmuch as we rival Russia in the
production of her chief commodities, and are manufacturers
of war material. Let us, however, examine this question.

The British Statistical Society, at Glasgow, published in
1855 a paper relative to “ the effect of the war in Russia and
England upon the principal articles of Russian produce.” The
results of the inquiry were—in summary :

(1.) That previous to the war, Russia exported her princi-
pal Baltic produce chiefly to England, and England imported
such productions chiefly from Russia.

(2.) That since the outbreak of the war, the exports of
produce from Russia have diminished to a greater propor-
tionate extent than the general imports of such articles into
England.

(3.) That there has not been an increase of value of pro-
duce in Russia to compensate the producer for the decrease
in-exports, whilst supplies from other countries than .Russia,
and the use of substitutes, will prevent the consumer in
England suffering from very high prices.

(4.) That the difficulties, and consequent expense, of
transport by land, in Russia, under the injuries of the
blockade, necessarily were very severe.

Since the war between Russia and Great Britain, here
alluded to, we have changed places with Russia in the
import trade of Great Britain; hence the dependence upon
Russia is less, and the effect of a war at this time, upon
articles produced by Russia, would be less than at the time of
the last war.

Prices of almost every article of export, except wheat, are
now abnormally low; with peace assured, we can expect
greater consumption of cotton and many other articles, and
even with articles produced by Russia, it is a question
whether assured peace will not bring as great an improve-
ment in trade as active war. Certainly, in permanent benefit,
we can expect nothing from a war, and as Napoleon III
epigramatically said, “ The Empire is Peace,” we may assert
that Commerce is Peace.
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NEW YORK CITY TAXATION. !

One of the questions certain to attract a lively attention
for a long time in this city, is that of the most expedient
and the most equitable methods of raising, by annual taxa-
tion, the sums needed for municipal purposes. Without
doubt, there may be reductions of the sums now raised,
without pushing economy to any injurious extent, but in any
event they must be large, so long as the annual interest
upon the municipal debt remains at the present figure of.
nine millions.

The tendency, in recent years, of public opinion, as well as
of official practice and judicial decisions in this city, has
been to diminish the proportion of personal property assessed
for taxation, and to throw more and more of the public bur-
dens upon real estate. The fact is recognized that, with the
exception of such personal property as is visible and tangi-
ble, the attempt t6 tax it must be in the main a failure.
Some forms of personal taxation, which are still pertinaciously
adhered to in many parts of this country, as notably that of
taxing money at interest, are justly objected to as taxing the
same property twice, and the case is made worse by the fact
that the double tax is really paid by the same party. A bor-
rower on the pledge of real estate, or of such descriptions of
personal property as are susceptible of being pledged, pays
directly the tax on the thing pledged, and indirectly the tax
on the money loaned on it, in the shape of an increased
rate of interest on the loan. To some other forms of per-
sonal taxation there is th¢ not less serious objection that
their efficiency is principally dependent upon the tenderness
of the conscience of the tax payers, and that they are easily
escaped by concealments and prevarications. These and other
considerations have greatly narrowed the range of personal
taxation here and elsewhere, and made the burdens upon
real estate proportionately more severe.

Of course the owners of unproductive real estate feel these
burdens most keenly, and are inclined to insist that the tax-
.ation of real estate should be a percentage of its income,
and not a percentage of its assumed value. An Englishman’s
idea of a tax on lands is so many pence or shillings in the

ipound of their annual income, which he expresses by the

word “rate”” If the owners of up-town unoccupied lots in

this city could have their own way, they would conform tax-

ation to the English practice. They are naturally unable to

see the justice of imposing any taxes at all upon property

which yields no income. To the suggestion that, if annual
2
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income is not received from lots held for a rise, the income
for many years is received in a lump when sales are made,
they reply that remote and uncertain gains furnish neither
the means nor any fair basis for paying present taxes.
Their condition is undoubtedly a hard one, when selling
prices are rather falling than rising, and it must be admitted
that, taking all contingencies into the account, they have
much ground for insisting that in valuations for the purpose
of taxation, unproductive real estate should be rated low.

A much wider, and so far as this country is concerned, a
much newer field of discussion, is presented in the question
of the possibility of relieving the real estate of cities by
indirect taxes upon occupations and upon consumption. The
best known case of that kind is found in the ocfroi duties,
which supply a large part of the revenues of Paris. They
are a tax upon the privilege of selling provisions, wines,
fuel, &c., in the markets of that city, and it is by no means
clear that a part of the burden is not borne by the sellers.
It is said that many and important interior cities in British
India, derive all their revenues from that source. London
has an ancient and not inconsiderable revenue of that kind
from coals. An income really of that class in substance, al-
though not in name, is drawn by cities in all parts of the
world, and in many cases in the United States, not by tax-
ing the introduction of certain articles of consumption, but
by taxes, in the shape of high rents, upon designated public
places or markets, in which alone the sale of such articles is
permitted.

License taxes upon occupations are familiarly known, and
they may be so imposed as to produce little or no injury.
Such taxes, if considerable, upon the business of selling
goods, might drive merchants to other places to some extent,
but it is difficult to fix the limit, beyond which taxes would
perceptibly diminish the business of hotel-keeping in such a
city as New York. This is true in a less degree of taxes
upon theaters. The argument urged in favor of taxes of
these descriptions is that they are levied upon occupations
which are only rendered profitable, or even possible, by the
existence of cities, and which can therefore be fairly called
upon to make special and extraordinary contributions towards
the public charges of cities.

A tax upon indulgence in exhilarating drinks, enforced by
the contrivance of a bell-punch, is just now attracting much
attention and a good deal of favor, as well for its supposed
moral as for its financial benefits. Doubtless other applica-
tions of the same principle will be suggested.

The simplicity of direct taxes upon property is so attractive
to theorists that they condemn all other forms, but habits and
experience count for quite as much with mankind as (so-
called ) scientific systems. It is by no means so clear as the



1878.] NEW YORK CITY TAXATION. 19

doctrinaires would have us believe, that the levying of direct
taxes exclusively upon property, does not discourage its accu-
mulation, nor is it by any means so clear as they think it is,
that within proper limits taxes upon consumption have any
worse effect than the enforcement of economy. Wisdom is
not the monopoly of the present day. There was a wisdom
of the ancients. Book-makers for a century have been decry-
ing sumptuary laws, but, for all that, the present generation
may see their substantial revival and upon a large scale.
The great public revenues required by modern systems of
administration, and especially by modern systems of debt and
financiering, will compel an inquiry into all the possible
sources of public income.

THE CAUSES AND THE CURE OF INDUSTRIAL
DEPRESSION.

A report is to be presented to Congress at its December
session upon the causes of the depression of labor, with the
appropriate remedies for the evil. The special Committee on
this subject are Mr. Hewitt, of New York; Mr. Riddle, of
Tennessee ; Mr. Dickey, of Ohio; Mr. Tucker, of Virginia;
Mr. Thompson, of Pennsylvania; Mr. Rice of Massachusetts;
and Mr. Boyd, of Illinois. These gentlemen will begin the
investigation of the difficult problems of the depression of
industry at a critical period of our national history, and their
report will be made under a grave responsibility. The pub-
lic will have a right to look to Congress and to this Com-
mittee for a clear, comprehensive elucidation of facts, and for
a refutation of the worst of those mischievous sophisms on
the stagnation of business, the rights of labor, the causes
and the cure of industrial distress which spread discontent
among the masses, disturb private credit and public confidence,
and thrive on popular ignorance and mistrust.

Several corrections of prevailing opinions on this subject
were attempted during the recent discussion on the tariff by
Mr. H. C. Burchard, of Illinois. The first point was as to
the high wages of labor in the United States. It is gener-
ally believed that the heavy cost of labor in this country
enhances the cost of our manufactures so as to shut us out
of foreign markets and to check exportation. Mr. Burchard
declares that the injury is less than is supposed, and that
if American manufacturers pay higher wages, an adequate
return is given them in greater efficiency of labor. He points
to the fact that we are able, in many articles, such as boots
and shoes or cotton fabrics, to export more and more every
year and to compete in the markets of the world. As a
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member for several years of the Committee of Ways and
Means, Mr. Burchard has had singular facilities for investi-
gating commercial questions of this sort, but we suggest that
the statistics of this part of our trade and industry should
receive a more complete examination and that the present
time seems singularly favorable for the purpose. We believe
there is no dispute that at present very few descriptions of
manufactured goods are exported from this country into the
prices of which wages enter as the chief factor. It is true
that goods for which wages form a small part of the cost
such as coarse cotton fabrics, boots and shoes, and some
other commodities are exportable, but does this fact suffi-
ciently sustain the sweeping conclusion that high wages are
fully compensated by greater efficiency of labor? Mr. Hewitt’s
Committee should prepare a list of the manufactured com-
modities which are exported with the yearly returns as to the
prices of each, the quantities sent abroad, the rates of wages
paid, the proportion of wages to cost, and the evidence for and
against the theory that our manufacturing superiority in cer-
tain specified articles is due to the greater efficiency of labor
in the United States. Of course we do not wish now to
challenge or to call in question the theory that the greater
efficiency of American labor is in all departments equal to its
greater cost, but further proof in support of it is certainly
desired and it will doubtless be in the power of the Commit-
tee to give Congress and the country valuable information
upon this and similar questions.

The next point referred to is the relative rates of taxation
here and in other countries. Mr. Burchard says that the
market for our products abroad is not necessarily- curtailed
by our taxes because our manufacturers are not burdened
more than those of other countries. This opinion is contrary
to that generally held. But it derives some support from
statistical facts which are elaborately set forth and are
well worthy of consideration. ¢ Taxation here,” says Mr.
Burchard, “is not higher than the taxation in England. Our
national, local and municipal taxation added together does
not equal that of England, either per capita, or per dollar of
its wealth ; but, to the contrary, the taxation is much greater
in England -than in this country. I have figures here that
I have taken from the American Almanac, and 1 find that the
taxation in this country, national, State, local and municipal,
as given by the census and latest returns, is much less than
the national, municipal and local taxation in England. The
true value of the real and personal property of the United
States in 1870 was reported by the Superintendent of the
Census to amount to $30,068,518,507.”

The taxation of the United States for the last year obtain-
able is, according to the American Almanac for 1878, as follows:
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National revenue.........ccoevvivesncescasossececcsansanss $279,000,587
State taAXeS ... ..vcrieeernrnnrocoreronaraicoaserenanas vees 49,760,034 -
Local taxes (census, I870)....ccuciuiecncncracvasacvaoncnns 212,540,223
Total ... veeiieinrnennoniaccananes teseesasesnnene $ 531,301,744
Per capita (population, 44,000,000)......ccccuvccsersoaonccrenes $12.10
Per cent. on wealth. ... “’ ..................................... .o13{

A paper read by Mr. Ernest Seyd before the British Society
of Arts, presents the following statement of the wealth of the
United Kingdom: :

AMOUNT OF WEALTH IN GREAT BRITAIN,

T. Lands, Say....ccviiiianiiititiiniiiiiiesiiiacennenns . £ 3,000,000,000
2. HoOUsSeS, SAY......ccvveineeennenesaccncecosanasossrsnsannns 1,200,000,000
3- Movable household goods, say........coc.veivreeien veennnen 600,000,000
4. National debt, £ 800,000,000 (not to be added).............. _
5. Railways, public works, &c.....civiiiiiiiiiiien cee i 800,000,000
6. Active capital of £ 9oo,c00,000, of which in goods........... 400,000,000
7- Currency, £ 170,000,000 (less bank-notes current, £ 23,000,000) 148,000,000
8. International wealth.........ccccvvieveeiroieneriacennnsnnens 1, 100,000,000
01 « - £ 6,248,000,000

This equals § 31,240,000,000. The national taxation of the
United Kingdom is $392,825,180. The local taxation reported
for England in 1873 was $121,475,665 on a population of
23,860,000 or § 5.09 each equal on the total population of the
United Kingdom to §172,000,000. Per capita on 34,000,000,
$16.60. Per cent.'on wealth, .o14. The burden of taxation
is therefore in favor of the American as against an English
manufacturer.

The rate of interest is the next point referred to. If our
producers have to pay more for the use of the capital re-
quired in their business, it is obvious that they cannot pro-
duce as cheaply as their rivals in other countries, who have
to pay less for the use of capital. Mr. Burchard argues,
however, that this obstacle is not so great as it has been
represented. He says the burden imposed on productive in-
dustry by heavy payments for interest is not much more
severe than that which prevails.in Europe. The rate of inter-
est is higher here than abroad. Measured by national credit,
as American four-per-cent. bonds are at par and British
three-per-cent. consols are at a discount, the difference would
be less than one per cent. The difference in bank discounts
is probably three or four per cent. Since the capital in
manufacturing is only two-thirds of the value of its annual
product, two-thirds as much additional duty as the difference
in interest would make up for the higher rate of interest in
this country. If $100,000 of capital produces § 150,000 of
manufactures, two per cent. duty imposed on the § 150,000 of
manufactures will give § 3,00o—the same amount as three per
cent. on the @$100,000 capital. It is claimed that a larger
capital is required in this country for production. Admit
that prices of all articles are twenty-five or fifty per cent.
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higher here, and that it requires that percentage more capi-
tal, the duty increased one-half on this account need not at
the utmost be over four per cent. to make up for difference
in interest and difference in capital.

Another set of facts presented by Mr. Burchard are such
as show the continued advance in the production of agricul-
tural wealth. From the statistics pf the census report he
argues that there is not only an increased production, but
also a corresponding increase in the transportation business
of the country. He illustrates this as follows:

During the last five years there has been an increased tonnage on railroads
and on the sea. The increased exchanges in five years are seen in a compari-
son of the tonnage of some of the leading railroads and of the canals and ship-

ing of the country at different years. During that period the tonnage on the

ew York cinals and Erie Central railroads, have increased 1,104,575 tons, and
all the railroads in the States of Massachusetts, New York, and Ohio, 21 905,441
tons. Our trade with foreign nations, our merchandise exports and imports,
continually increase. The total amount in- 1870 was $ 812,574,881; in 1875,
$ 1,116,300,020; in 1876, $1,108,839,603; in 1877, §1,172,599,949. Our
foreign trade has, in seven years, grown in value § 340,025,064, or more than
forty per cent. Our merchandise exports, which amounted in the fiscal year
1870, to $ 376,958,408, had swollen in the calendar year 1877, to $ 663,615 079.
As values have diminished, the products measured in tons or units of quantity
must have proportionally increased. The dividends of railroad corporations have
increased. Their net earnings, which were only $ 141,000,000 in 1871, were
$ 185,000,000 in 1876. With such increase in agricultural and manufacturing
products, and reliable evidence of their transportation and exchange, greater
tonnage on the ocean, the lakes, and the rivers and railroads of the country,
it is impossible to believe that business is stagnated; that the great body of
workers are idle, and the wheels of industry have stopped. There has been no
lack of markets abroad for agricultural products, cotton, tobacco, breadstuffs,
and provisions, which constituted, in 1877, with petroleum and wood, all but
$ 67,000,000 of the merchandise exports. To hold and enlarge our markets
for the residue consisting chiefly of manufactured articles, has been the thought-
ful theme for discussion and l:fislation. The encouragement of ship-building,
the establishment of commercial lines of transportation upon the ocean, their
maintenance by subsidies, have been favorably considered by Congress, and have
been favorably reported upon by a committee of this House. They are recom-
mended not to increase or cheapea imports, nor to extend the market for
agricultural products, but to enable American manufacturers to sell their goods
to other nations of the earth. In vain will be these efforts. Iron steamships
may be built, and launched amid waving of flags, and supported by contribu-
tions from the public Treasury, but while legislation forces the prices of manu-
factured articles at home above the price of similar commodities in the markets
of the world, manufacturers cannot sell, merchants cannot trade, and the nations
cannot export their goods while demanding higher prices than their competitors.
We have establishments constructed, sufficient to supply our own country with
double the quantity of iron, steel, cotton, and woolen goods, that it can con-
sume. Production is limited, and works are often put on half time so as to
keep up prices to the cost of import of a similar article. There were last year
716 iron-furnaces in the country, yet only 270 were operated. Why were 446
of them idle? The home market was abundantly supplied by the establishments
operated. At lower prices consumrtion would increase at home, foreign
markets would be opened for the surplus, and employment would be furnished
to labor now idle, and manufacturers’ profits would, though reduced, continue
remunerative. .

We do not wish unduly to enlarge the field of investiga-

tion upon which Mr. Hewitt’'s Committee have entered. But
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their report will disappoint the public expectation, if it does
not lay a broad basis of facts as the foundation of all enquiry
as to the best remedies for the industrial troubles from
which this country is suffering in common with other nations.

BANK NOTE CIRCULATION OF GREAT BRITAIN.

There is no fact connected with the monetary history of
Great Britain more remarkable than the slow growth of the
paper-money circulation, as compared with the progress of
the country in wealth, in production, and in trade. The fol-
lowing table shows the circulations of the banks of England,
Ireland, and Scotland, on the 3oth of March, 1844, just prior
to the passage of the English Bank Act, and at the same
date in 1878. The coin and bullion in the Bank of England
at the same date, is also given:

Circulation. 1844, March 3. 1878, March 30.
.............. £ 20,842,000 .. £ 27,407,07.

............... 4,983,646 .. 2'30!.64g

.............. 3,502,363 .. 2,334,648

.............. 2,610,712 .. 5,499,971

............... 5997,172 .. 6,045,823

TotalS eovveneniernneniennnennanns £ 37,935,803 .. £ 44,480,163

Coin and Bullion in Bank of England.... 16,322,000 .. 22,922,990

: (43%) (54%)

Increase of circulation in thirty-four years, £ 6,553,269, or
1745%. The changes have been a gain by the Bank of
England of £ 6,365,074 (being a little more than the total

gregate gain), a loss by the English private banks of
j 2,682,000 ; a loss by the English joint-stock banks of
L1 167 715 ; a gain by the Scotch banks of £ 2,889,259 ; and
a gain by the Irish banks of A 948,651.

The English Bank Act of 1844, prohibited any increase in
the circulation of bank notes, by the private and joint-stock
banks of England, and requires all additions to the amount

- of Bank of England notes then outstanding, to be covered by
specie. But to the extent of two-thirds of all circulation
surrendered by private banks after the passage of the act,
the Bank of England might increase its circulation on securi-
ties above £ 14,000,000, with the consent of the any Coun-
cil. The actual increase of its circulation on securities since
1844, has been only one million sterling—the amount of
securities held by the Issue Department being now
4 15,000,000. A much larger amount has probably been sur-
rendered, as the decline in the circulation by private banks
has been £ 2,682,000, but it is probable that the actual cir-
culation of those institutions is below their authorized issue.
We have seen that the increase in the Bank of England’s
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circulation has been £ 6,565,074. This, under the act, should
be covered by bullion; and, accordingly, we find that the
bullion held in the Issué Department, is now £ 6,600,990,
more than that held by the bank on the 3oth March, 1844,
showing a slight excess above the legal requirement, which
we are unable to explain. It will be seen that the circula-
tion of the Scotch banks is more than doubled, and that of
the Irish banks increased about twenty per cent. This fact
requires a word of explanation. The English Bank Act of
1844 did not extend to Ireland and Scotland. Separate acts
were passed in 1845 affecting the banks of those countries
respectively : these are 8 and g Victoria, chapters 37 (Ireland )
and 38 (Scotland). The provisions of those statutes are not
in all respects the same, but on one point they agree, namely,
that while no English joint-stock or private bank could
increase its issues under any circumstances, the Scotch and
Irish banks are allowed to exceed their limit, provided they
hold in their coffers at the head office an amount of gold and
silver equal to such excess; not more than one-fourth of such
holding to be silver. Thus it appears that the Acts of 1845
carried out the fundamental principle of the Act of 44, that
there should be no increase of circulating-credit money in
Great Britain.

Has that country suffered by the restriction? This is the
important question which commends the foregoing figures to
American bankers. Congress is constantly importuned to
authorize more paper money—that is more circulating credit.
A large and popular school of economists insists that the
resumption act strikes a blow at prosperity because it
demands the restoration of the convertible note, the reintro-
duction of international money; and that no country can
be prosperous without an expansion of paper credit, to keep
pace with the expansion of business. England is at this
moment under the cloud of an industrial depression, but the

~enormbus increase of wealth in that country within thirty-
four years, would seem to prove conclusively that the obliga-
tion to use honest and solid money, not only does not inter-
fere with the accumulation of wealth, but that the wheels of
industry move more steadily, and with less friction and loss,
when the credit paper in circulation is moderate in quantity,
and the money generally in use largely metallic. Neither
have the poorer classes suffered, for their condition is, with-
out doubt, better now than it ever was before.

The facts to keep in mind are, that while British wealth
has increased four-fold, involving a four-fold increase of pro-
duction, and of domestic and foreign trade, and a great
increase of wages—the several absorbents of circulating
money—the pager circulation of the United Kingdom has
increased only seventeen and a half per cent. Will the infla-
tionists explain ?

GEORGE WALKER.
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ELEMENTARY TEACHING OF POLITICAL ECONOMY.
' BY M. FREDERIC PASsY.*
{ Translated from L' Ecomomiste Francais for the Banker’s Magazine.]

The first step in the study of Political Economy is to get
a general idea of the science, and of its objects. This may be
obtained without having recourse to abstract and insufficient
definitions, if the attention of the beginner be drawn to the
universal fact of ZLabor, and to the necessity of it for main-
taining and ameliorating human existence. It will be shown
how man, impelled by the necessities which he can satisfy
only by laying hold on, and making use of, the objects which
surround him, applies himself first, for this end, to isolated
efforts, then to efforts more or less fortunately shared with
his fellow creatures.

The learner will thus understand at the outset, the fact of
Production, a fact belonging to man, since man alone, among
animals, not only utilizes the resources which nature furnishes,
but by intelligent activity provides for their reproduction and
increase. He will, by this means, also grasp the fact, equally
peculiar to man, of ZExckange, which makes men at all
times, and in a thousand ways, the servants of each other,
and which, through the wonderful mechanism of divided
labor, converts the impotence of each into the omnipotence of
all; and with this, the correlative fact of Property, a conse-
quence of the appropriation of things to man’s use, and the
reward of his efforts in appropriating them. It will be
important here to indicate clearly, how this appropriation,
instead of taking any thing away from the primitive commu-
- nity, is on the contrary the necessary condition of that
active and productive industry by which the common patri-
mony is gradually gathered together. /nkeritance, without
which this beneficent work would constantly have to be begun
over again, and by means of which man alone is enabled to
survive himself, by transmitting to other lives the fruits of
his own life, will throw light on and supplement these fund-
amental truths.

The elements of production are various; it will be well to
indicate them. There is matter which man did not create,
and whose substance he cannot change, but which he can

* This outline of a course of elementary study in Political Economy, has been
repared by M. Passy, with a view to the introduction of this science into the
rimary Normal Schools of France. There are many of our readers, especially the
younger ones, who are so immersed in the daily cares of business as to have little

time for an extended plan of reading. To these, particularly, the paper of M.
Passy will be acceptable and useful.—Ep. B. M. ! ’
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mould to many forms by the application of the strength
which is implanted in him. There is science, which by study-
ing the properties of matter, and penetrating its laws, learns
to avail itself of its known utilities, and to discover others
hitherto unknown. There are #wo/s, necessary complements to
the human hand, which are but first products, destined to
produce others, and without which man would be the most
destitute and exposed of animals. Finally, there is w7/,
the impulse of all the rest, and moral force, indispensable
spring of all progress, even material. The will is free ; labor
should be so also, and just in proportion as it is so, does its
fruitfulness increase with its energy. A glance backward to
the past, and out upon the misery of slave countries, and
afterwards upon the restraints and trammels put upon indus-
try under the régime of close corporations, will naturally follow
these earlier instructions.

Mackhines are nothing but tools, more complicated or more
powerful ; whatever be their nature, their function is the
same ; to do the work better and more quickly, and with less
expense and trouble. They are therefore the chief auxiliaries
of labor, which they tend to develop by varying its forms
and multiplying its results. Examples drawn from the
industries known to all, and borrowed from everyday life,
will make this beneficial influence easily understood, and will
put the learner on his guard, without wearying him with
general reasoning, against appearances too often deceptive, .
which may seem, in the progress of machinery, to threaten
danger to labor and to wages.

And so with capita/, which must be examined alternately
in its origin and its effects, alike from the standpoint of him
who possesses it and him who is still deprived of it. It
must be shown how this Capital which is too often restricted
to a few only of the forms of which it is capable, exists
in fact everywhere, where there is a resource available for the
use of mankind, and how, in order to constitute it, two con- .
ditions are necessary : First, Lador, which is its primal law,
and then Saving, which is its necessary sequence. In this con-
nection some observations may be made on the different
aspects of saving, on the potence of the lesser economies, and
in particular on academic savings banks. It must equally be
explained how capital once formed becomes the nutri-
ment of labor and the fountain of wages, and the pupil
must be made to understand, by illustrations, always drawn
from facts, that every destruction of capital, whatever form it
‘may assume, entails as a necessary consequence, a withdrawal
of employment, a decline in production, and a lowering of
wages.

Neither wages, properly speaking, which are the remuner-
ation of labor, nor interest or profit, which are the rewards
of capital or of intelligence, are the results of chance. They



1878.] ELEMENTARY TEACHING OF POLITICAL ECONOMY. 27

depend, as does the price of products themselves, on their
due proportion to each other, and on the conditions of
demand and supply affecting them. A precise and clear idea
must be given of this law of supply and demand, a law as
inflexible in the economic world which it entirely dominates,
as is in the physical world the law of the equilibrium of
liquids under the force of gravity. This apparent fatality
must be shown to be in harmony with justice and the gen-
eral prosperity, which equally require that the strongest ne-
cessities shall be first satisfied, and the services most in
demand, be the best rewarded. Every interfercnce by force,
whether it be the act of private violence or the intervention
of law, as it can only disturb this natural equilibrium, is
fatally prejudicial, and it is for this reason that the power
of Government should not interfere with exchanges, nor with
contracts, except to protect and guaranty their integrity and
their freedom.

On this subject a few words might be said as to the old
regulations respecting prices and wages, as well as to strikes
and other attempts made to modify artificially the rate of the
former. It should be also stated within what limits and
under what forms the demands of collective organizations
may be.permissible and efficacious, and at what point they

- become unjust and inoperative. Pains must also be taken to
define carefully the character of wages, and while duly rec-
ognizing the principle of association, it must be firmly
maintained on the one hand, that wages, being the voluntary
substitution of a fixed sum in place of the contingent divi-
dend due to labor, are neither degrading nor oppressive, and
on the other hand, that the extension of the principie of asso-
ciation, properly so called, subject as it is to diverse and
sometimes unrealizable conditions, is not adapted to all
industries nor to all situations. It can, at any rate, never be
the result of general and imperative laws. A few words as
to the various modes of codperation and participation, might
here, according to the amount of instruction, be appropriate.
Examples will illustrate how small capitals, by uniting, like
drops of water to form a stream, may acquire the strength
which they lack in isolation, and how, also, when they sur-
render themselves imprudently to exaggerated schemes, they
are only running to destruction.

This exposé, unpretending as the attempt may be, would
not be complete without the addition of a few words giving
a correct idea of some of the most ordinary, yet least com-
prehended, phenomena.

In the first rank is Money, of which it is essential that the
nature and function should be clearly defined, by showing
that it is neither an arbitrary sign and a conventional value,
nor the principal wealth and chief form of capital; but
simply one of those forms, as genuine as it is limited ; a
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kind of merchandise having in it itself a value recognized by
all, and possessing, by reason of this intrinsic value, certain
special qualities which render it peculiarly fitted to be used
as the customary instrument of exchanges, and the measure
of value between other sorts of merchandise. Whence it fol-
lows that, beyond certain limits, we cannot dispense with
money, nor can we sacrifice to an unlimited acquisition of
money, the possession of other riches more directly useful and
consumable. If we can, in order to facilitate transactions,
replace to a greater or less extent, actual payments in specie,
by promises, these promises are only worth in amount, as
much as can be realized for them in products or services.
Paper which represents money, cannot suppress the use of it,
as has been at various times vainly attempted.

The same observation is applicable to Credi?, which, while
it may possess the virtue of stimulating the circulation of
- products, and, consequently, the remunerations of labor, can
be neither unlimited because we can lend only that which
exists, nor gratuitous, because we cannot deprive ourselves of
one advantage, except in view of another at least equivalent.
Every loan in order to be possible, presupposes the existence
of the object loaned, and all borrowing which is/not sense-
less, presupposes on the part of the borrower, the intention
of applying to the object borrowed, labor which will assure
its reproduction with increase.

But no labor, and with still more reason, no exchange, is
possible without the existence of certain conditions of security,
of regularity, of circulation, which can be procured and guar-
anteed in no other way than under the form of collective
services. To insure these services, which - are the more
numerous and considerable in proportion as societies are
more advanced, expenditures, in like manner collective, are
indispensable and must be provided for. This is the object
of contributions often called taxes, a word which erroneously
-suggests a different idea. It would be out of place in a
course of elementary instruction, to discuss in detail the
various forms of taxation, or to engage in a comparative
review of their respective merits, and of the systems proposed
as substitutes. But it is of the greatest importance to put
beyond all doubt the essential nature and the true principle
of public charges, by making it clearly understood that they
are not, as Turgot expresses it: “A burden imposed by the
strong on the weak,” but the cost of, and compensation for,
equivalent advantages. In other words, it is each one’s share
in defraying the general expenses of society; an assessment,
in short, which the progress of civilization should tend to
render, as much as possible, proportional to the share of those
benefits which each one, by reason of his interests, receives.
Therein as in the position occupied by labor, there is a gulf,
between the institutions of the past and those of the present,
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howsoever imperfect they may still be, and it will not be
unprofitable to bring out this fact, and to show by a few
observations at least, what taxation formerly was.

Before ending, and in order to meet any erroneous impres-
sions, it will be well to give a rapid but steady glance at the
sufferings from which modern societies are not exempt, and
to dwell a moment upon the painful fact of poversy.

It should be remembered, in the first place, that on this
point, as on others, the past has been no better than the
present, and without manifesting injustice towards preceding
ages, without disguising in any way either the evils or the
sins of the present time, a comparison may be drawn from
the simplest and most familiar data, between the condition
of our fathers and our own. It will be shown, for instance,
what the conditions of life were in former times, and what
they are in our day, in respect to lodging, food, clothing,
means of communication and of travel, of education, health
and personal security. The various causes of misery, either
public or private, should then be enumerated, and in contrast
with them, there should be indicated the most efficient reme-
dies. On one side are disorder, misconduct, improvidence,
needless and thoughtless expenditure, the dram-shop with its
fatal influences, idleness with its temptations, and also cir-
cumstances which appear at first sight independent of the
action of the individual will, but which in reality are not
exempt from its control; domestic and foreign crises, changes
in machines, stoppages of work, accidents, sickness, and above
all ignorance, the source of the greater part of failures, and
of errors. On the other side there are education’ and
morality, which, by giving man more real worth and more
command over himself, make him more capable of self-
direction and of judicious self-employment; order, economy,
moderation in desires, by means of which, other things being
equal, one gets more out of his resources; finally, provident
institutions of all sorts, insurances on life or against acci-
dents, societies for mutual aid, superannuation funds, libraries,
associations for instruction, etc., which, although they do not
necessarily always protect from evil, serve at least to lessen
the consequences of it, and procure, in a measure incomplete
but increasing, the most valuable of all blessings, security.

That this security may not be imperiled two conditions are
before all necessary ; domestic order and foreign peace. The first
is only possible when habits of mutual-respect and of obedi-
ence to the laws prevail, and the second can only be obtained
by more just ideas of the duties of nations towards each
other and of the true conditions of their grandeur and
power. Neither revolutions nor wars, whatever may be their
first apparent results, return what they cost, and they do
more to arrest progress than to promote it. The spirit of con-

cord, henceforward so discernible, which binds together not



30 THE BANKER'S MAGAZINE. [ July,

only the members of the same society, but the separate parts
of the civilized world, tends to demonstrate better, from day
to day, the common interests of humanity; and thg exten-
sion of international exchanges, by interweaving continually
the destinies of the most distant nations, is becoming one of
- the most powerful barriers against the still too frequent im-
pulses of the spirit of adventure. Without touching at all
on pending questions, the high importance of this purely
economic evolution may be shown, and the true character
demonstrated of those doctrines of commercial liderty which
tend to make of the whole world, by a larger application of
the division of labor, one workshop and one family. ]

All that is essential in Economic Science is, I believe, com-
prehended in this rapid summary. I venture to offer it, in
virtue of a somewhat long experience, to those who may be
called on to extend the teaching of this science; and I enter-
tain the hope that it may be of some service to them.

ADAM SMITH ON MONEY AND BOUNTIES.
BY CHARLES H. CARROLL.

I wish to direct the attention of readers who take a scien-
tific interest in the money question, to the following extract
from the chapter on Bounties, book 4, chapter 5, of Adam
Smith's Wealth of Nations :

“That degradation in the value of silver, which is the
effect of the fertility of the mines, and which operates
equally, or very nearly equally, through the greater part of
the commercial world, is a matter of very little consequence
to any particular country. The consequent rise of all money
prices, though it does not make those who receive them
really richer, does not make them really poorer. A service
of plate becomes really cheaper, and every thing else remains
precisely of the same real value as before.

“ But that degradation in the value of silver, which, bein
the effect either of the peculiar situation, or of the politicaﬁ
institutions of a particular country, takes place only in that
country, is a matter of very great consequence, which, far
from tending to make anybody really richer, tends to make
everybody really poorer. The rise in the money price of all
commodities, which is in this case peculiar to that country,
tends to discourage more or less, every sort of industry which
is carried on within it, and to enable foreign nations, by fur-
nishing almost all sorts of goods for a smaller quantity of
silver than its own workmen can afford to do, to undersell -
them, not only in the foreign, but even in the home market.”

It would be difficult, if not impossible, I think, to make a
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more undeniable and perspicuous statement of the effect of
paper money in international commerce than this; yet it had
no apparent reference to that abuse in the mind of Adam
Smith ; he does not appear to have seen this bearing of his
argument, for among the British economists he is the con-
spicuous leader of the heresy, that the use of paper money is
an economy of the precious metals. Nevertheless, there is no
other political institution so effectual in the degradation of
silver (that is to say, of money), as his pet institution, the
Bank of England, which is founded on the principle and for
the purpose of making paper money—the principle and pur-
pose of discounting an evidence of debt out of itself. The
bounty, which he very properly condemns, is a bagatelle in
comparison. A duty on imports has the same effect on the
value of money, as a bounty on exports, and so in fact has
every method of taxation which raises prices. Until the
degradation of its value, from the fertility of the mines, or
from some abnormal interference, takes place, or until it is
imported in excess, money will not leave the country any
more than water will run up hill. Absolute .non-interference
by banks and government, would speedily fill the money
channel in this country with one thousand millions of dollars
of solid capital in gold and silver through an active com-
merce. This is the true policy with respect to all commodi-
ties. Government should be supported by an ad valorem tax,
to be paid equally out of profits, leaving all prices unaffected
thereby.

In the foregoing extract Doctor Smith exhibits the effect
of a bounty on corn, having previously said : “ The real effect
of the bounty is not so much to raise the real value of corn,
as to degrade the real value of silver, or to make an equal
quantity of it exchange for a smaller quantity, not only of
corn, but of all other home-made commodities.” I do not
take much interest in his notion that corn is more of an
equivalent or regulator of the value of other things than any
other éequally desirable commodity except money ; but with
regard to the money question he teaches thus, unwittingly as
it seems, the plain truth, that a local rise of prices by politi-
cal action is a degradation of silver, that is, of money, and
a loss to the country.

Now, why did he not see this before, or, why did he not
say it in his chapter on AMoney in reference to the political
institution of the Bank of England? The answer is that he
had laid down a fallacy as the ground work of his theory of
money and banking, a fallacy that, as a question of science,
originated with that Mephistopheles of finance, John Law,
and which Law expresses in these words : * Money is not the
value for which goods are exchanged, but the value by which
they are exchanged ; the use of money is to buy goods, and

silver while money, is of no other use;” to which Smith
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added another, an invention of his own, as follows: “The
whole paper money of every kind which can easily circulate
in any country, never can exceed the value of the gold and
silver of which it supplies the place, or which (the commerce
being supposed the same) would circulate there, if there was
.no paper money. . . . . . Should the circulating paper
at any time exceed that sum, as the excess would neither be
sent abroad nor be employed in the circulation of the coun-
try, it must immediately . return upon the banks, to be
exchanged for gold and silver.” And he finally lays it down
as an axiom, that with paper promises, convertible on
demand, the currency cannot be increased at all.

With these premises in view, of course he was blind to the
effect of a paper currency in degrading the value of moncy;
“but these premises are false in the light of all experience,
and according to his own philosophy, as set forth in the
extract which is the text of this articﬁs.

The former of these fallacies, the “ medium of exchange,”
is the stalking horse of political economy ; it served to build
up the Bank of England ; it deluded France into the support
of John Law’s Mississippi Scheme, and afterwards of the
assignats ; and it is trotted out whenever and wherever a
swindle in the circulation of false money is attempted. Of
course, it is the figure we in this country are invited to fol-
low in the greenback heresy, and, if we follow it persever-
ingly, we shall land where France landed with the Mississippi
Scheme, and with her assignats; where our fathers landed
with the Continental money, and the late rebellion with its
Confederate currency; that is, in general bankruptcy. But
sharp men and speculators whose business it is, as Bastiat
says, to watch the market, escape the ruin, and the loss falls
ultimately where confidence and credulity abound and cun-
ning and caution are scarce, upon little tradesmen, country-
men and workmen, who are the great majority in the com-
munity.

But is not money the medium of exchange? Not
especially. It is ¢ medium of exchange, and so is every
other commodity, that is, every thing which is bought to be
sold again. Money is a commodity, solid capital in trade,
an object of exchange, the most significant and desirable
object of exchange in the catalogue of commerce. It is the
value for which goods are exchanged, as well as the value
by which they are exchanged. The use of money is to pay
for goods, not simply to buy them. Credit will buy goods
but will not pay for them. Credit never pays for anything.
But credit is a gnod medium of exchange, and so is a worth-
less token, so long as it is acceptable to the public.

If money is, as Law and Smith aver, but a medium and
measure, and not a substantial value in exchange, the green-
back theorists are justified. Then bank notes are money, and
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the specie in bank, which I say is loaned in the notes and
current deposits and earning interest, is, as Smith asserts,
dead stock earning nothing; then the promise to deliver a
thing becomes the thing to be delivered, and debt is money
in violation of the plainest dictates of reason and common
sense.

The other fallacy, which is Smith’s own, that paper con-
vertible on demand cannot be issued in excess, was officially
exposed, and,one would think sufficiently disposed of, by the
famous bullion committee of the British Parliament, in 1810.
That a currency of bank debt can be expanded without ref-
erence to the specie it displaces, and yet continue * converti-
ble,” until the business of the country is in utter confusion,
we know by frequent and bitter experience; but the surpris-
ing thing about Adam Smith’s doctrine on this point is, that
the expansion of John Law’s scheme continued four years,
1716 to 1720, until general prices had risen four-fold in
France, before the bank stopped payment in specie. No one
could have known this better than Adam Smith.

I appeal to those who look below the surface of words
that conceal ideas, to witness that the reputed father of
political economy stultifies himself in the paper money doc-
trine, of which, after John Law, he is the great teacher. His
great work, the Wealth of Nations, is a series or collection
of lectures delivered at wide distances of time. It is charita-
ble to suppose that he may have altered his opinion between
the lecture on Money and the lecture on Bounties ; otherwise,
it seems to me, his partisanship and blind advocacy of the
Bank of England, in which again he is the follower of John
Law, must have clouded his understanding or corrupted his
honesty.

The significance of this matter just now lies in the threat-
ening political aspect of the currency question. If the essen-
tial function of monéy is merely that of a medium of
exchange, the greenback fanatics have the inside track, and
they will push their advantage to the destruction of the
present system of bank currency undoubtedly. As against
them there is no argument in favor of a bank currency.
They can make a currency for nothing in place of that which,
made through banking, now costs needlessly many millions of
dollars per annum in taxes and interest, and they can change
the method of doing business from individual credit, which is
necessary to make notes for bank discount, to government
credit in greenbacks as “cash.” But will they stop there?
Undoubtedly not. The great affair is always to get money,
and, having satisfied themselves that a greenback is money,
they will push the production to the capacity of the printing

press, until capital is utterly disorganized, and the business
of the country in chaos.

3
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THE REDEMPTION OF COUNTERFEIT NOTES BY
THE BANK OF FRANCE.

On several occasions, within a few years, the Bank of
France has had to warn the public to be on their guard
against forged 1oo-franc notes. The police had® never, how-
ever, been able to obtain any clue to the criminals until re-
cently, when through the vigilance of an assistant in one of
the large Paris drapery shops, one of the utterers was de-
tected, and this arrest led to that of the entire gang. The
chief reason why discovery had been so Qficult hitherto, was
then found to be because the secret of the fraud was con-
fined to a single family. The prime mover was a skillful
artist and engraver, and the notes were put into circulation
by his own relatives. The quantity passed off must have
been enormous, for a woman of the band has confessed that
when the Bank published the numbers of the forged notes,
she became alarmed, and burnt a pile of them a foot high.

The loss by forged notes has of late years formed a
considerable item in the expenses of the Bank, as, in order
to prevent alarm, it always accepted them when con-
vinced that they had been honestly received in trade. This
loss in some years is said to have been as high as 200,000
francs ($40,000). The number of forged notes was largest
when those of zof. and 25f. were in circulation, these having
been hastily gotten up and not equal to the old- notes in
either engraving or paper. The present gang of forgers ap-
pear to have begun their work some years back, with zo-
franc notes, but when these were called in, they had to
abandon them and manufacture others of 100f.,, which are
of larger size and of which the engraving is more elaborate.

The practice of the Bank of France in redeeming notes
purporting to be of its own issue but known to ‘be forged,
will appear strange to bankers in this country and in England.
The reason assigned for this course of action, in the forego-
ing account, strikingly illustrates how far from being wedded
ta paper currency the general French public are, and how
slight a circumstance would induce them to prefer metallic
money. In this country, the popular preference for paper,
founded upon long habit, is too strong to be affected by the
risk of forgeries, which is certainly not less in the United
States than it is in France. If bank notes and government
notes are of the same value as gold and silver, almost any-
body here would choose the notes, and this choice is too
decided to be affected by any real or supposed greater liabil-
ity of paper to be forged, than of coin to be counterfeited.
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In France, on the contrary, it would seem that the general
circulation of paper has so slight a hold upon popular favor,
that the Bank of France judges it to be expedient to incur
considerable loss in redeeming forged notes, rather than to
disturb public confidence in the genuiness of its issues. It
is to be borne in mind, however, that in France the crime of
counterfeiting is fraught with great risks and its perpetrators
are pursued and punished with relentless energy and severity.
The number of such forgeries is thus kept at a lower average
than it would otherwise be.

SEYD’S VIEWS OF BRITISH WEALTH.

A paper read April 3, 1878, before the British Society of
Arts, by Ernst Seyd, is attracting a good deal of attention.
The very large balances against Great Britain, in its foreign
trade during the past three or four years, have naturally
raised the question whether its wealth may not now be
declining after a long period of uninterrupted advance. No
question could be more interesting to the British people, and
the most cminent British financial writers are discussing it
from various points of view. It is the topic of the paper of
Seyd referred to.

He distinguishes what he calls the “external” or “inter-
national ” wealth of a country, from its home, or internal
wealth. His definition of the first species of wealth will be
understood from the following estimate of the amounts of
that character owned by Great Britain in 1872-4:

Foreign and colonial public stocks..........cco0ivvnenans. £ 650,000,000
Shares and bonds of foreign and colonial railways and

other public Works........ccoeieeiiaciriescnccnncennes 210,000,000
Estates, industrial enterprises, and stock in banks i

foreign countries and in British colonies 80,000,000
Shipping (six million tons).............. 75,000,000
Balances of goods afloat and abroad...... 85,000,000

Total...oouieevnennens eesetestcentatientsiensiteinnnes £ 1,100,000,000

The last item is presumed to include balances due for
goods sold abroad. :

He estimates that during the three years, 1875-7, this
was reduced at least £ 105,000,000 by the excess of the
adverse balances of - foreign trade beyond the amount
received as income upon DBritish investments in foreign
countries and in the colonies. He also estimates a reduction
during the same time, of £ 55,000,000, by the defaults of
Turkey and certain South and Central American nations, on
their public obligations. He computes this loss on the
actual former market rates of these obligations. If computed
on their nominal amounts, it would be much larger. He
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adds that the total reduction may be £ 200,000,000, if there
be included in it ‘skipowners’, merchants' and other losses.”
Upon the whole, his conclusion is, that in round numbers,
the external wealth of Great Britain has in three years sunk
from £ 1,100,000,000 to somewhere from £ 900,000,000 to
£ 950,000,000,

It is well known that London banks and bankers always
owe large debts abroad, in the shape of acceptances and
balances subject to call. Seyd estimates this average amount
at from fifty to sixty millions sterling. He says -

England is the chief international banker still, and foreigners hold large
amounts of English accepted bills. Several millions are held by the German,
Belgium, Austrian and Dutch State banks, but French bankers, especially, hold
heavy amounts.

In respect to all these figures of Seyd, they must be taken
as estimates merely, but as he is practically engaged in the
business of banking, in London, they must be supposed to
correspond with the opinions which are accepted there. But
the principal item of British “external "’ wealth, £ 650,000,000,
in 1872-4, in foreign National debts, reduced now, by
defaults, to about £ 600,000,000, can be judged of quite as
well here, as in London. It is true that Englishmen may be
supposed to understand better than we can, the fiscal
resources of the nations whose stocks they hold, but there is
such a thing as a local mania, under which intelligent com-
munities do things, and believe things, altogether incompre-
hensible to lookers on. The Dutch are a staid and sensible
people, yet they once had a Tulip mania, the history of
which still amuses and instructs mankind. There is no ques-
tion that the London banker, Goschen, who was the Chair-
man of the British Parliamentary Commission of 1876 upon
Silver, possesses a remarkably clear and sound judgment in
matters of finance. It was the confidence justly reposed in
him, which caused him to be recently selected as the Com-
missioner to adjust the Egyptian debt, on a basis which
would promise a reasonable degree of safety and permanency.
Yet, with all his acumen, he performed that task in such a
manner, that, if he was before an American Chancery Court
on a commission de lunatico inquirendo, he would be fortunate
if he escaped confinement as a madman. The Egyptian
arrangement which he made was utterly preposterous, and is
now everywhere admitted to be so. But it was the local
mania of London bankers on the subject of National debts,
rather than the individual aberration of judgment of Goschen,
which led him to suppose it to be possible that Egypt could
pay an annual interest of six per cent. on a debt of
4 90,000,000, held wholly by foreigners.

The character of the £ 650,000,000 of foreign and colonial
public debts, supposed to have been owned in Great Britain,
in 1872-4, will be seen from the following statement of Seyd :
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The total of the State debts of all nations amounts to about £ 4,500,000,000.
Of these, the following with State debts, England, £ 785,000,000, France,
£ 750,000,000, Germany, £ 165,000,000, Holland, 80,000,000, Belgium,
£ 36,000,000, Denmark, £ 14,000,000, total, £1,830,000,000, are not only
themselves the holders, but in addition to this are owners of part of the State
debts of the following nations: United States, £ 450,000,000, Russia, °
£ 375,000,000, Austria-Hungary, £ 346,000,000, Italy, £ 251,000,000, Spain,
£ 269,000,000, Turl_:ey, 215,000,000,  India, f 136,000,000, t,
£ 95,000,000, Mexico, 79,000,000,  Brazils, 68,000,000,  Portugal,

66,000,000, British Colonies, £ 63,000,000, South America and other
small States, £ 295,000,c00, total, 2,708,000,000. The correct proportion
of debts held by the nations themselves is not known, but some of them have
placed their entire debt abroad; in any case the greater bulk is held chiefly
in England, France, and Germany. From the last estimates to be obtained,
and under reserve, it may be that England thus holds about £ 650,000,000,
France, £ 450,000,000, Germany, £ 400,000,000, Belgium, Holland, Switzer-
land, etc., £ 100,000,000, total, £ 1,600,000,000. England’s share is much
enhanced by holding the greater part of the debts of her colonies.

From the second list of National debts given above,
aggregating £ 2,708,000,000, there may now be struck out the

450,000,000 set down 3as the debt of this country, as only a
small portion of it is held in Europe at the present time,
and as the amount so held is steadily diminishing. This
leaves £ 2,250,000,000, worth, on an average, from twenty-five
to fifty per cent., according to future circumstances. If they
are rated at fifty per cent, the aggregate value is
4 1,125,000,000, of - which, according to Seyd’s figures, §4, or
£, 458,333,332, is held in the debtor countries themselves. If
the remainder is held in the capitalist countries in the pro-
portion estimated by Seyd, their holdings would be of the
following real values: .

Great Britain

41,666,678
£ 666,666,668

As those nations which “/kave placed their entire debt abroad”
are the poorest of all, the proportion of value assigned above
to the capitalist countries, must be somewhat beyond the
fact. On the other hand, the debts of India and the British
colonies, are much more secure than the average, and none
of these debts are supposed to be held in Europe, outside of
Great Britain. Taking all circumstances into account, it is
not improbable that British holdings of foreign and colonial
public stocks may be worth £ 300,000,000, or about half what
Seyd computes them to be now worth.

Upon the same view of values om which he fixes the
“international” wealth of Great Britain at £ goo or
£ 950,000,000, Seyd says of that species of wealth in Ger-
many and France—

France and Germany besides holding foreign State debts, also hold railway
and other bonds, are interested in goods, and have their shipping, but the

e is not so large as ours, although that of France is rapidly increasing,
and in its total may not now fall short of £ 700,000,000.
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And again he says :

France has lost largely on account of her payments [to Germany] of
£ 200,000,000, but is recovering herself and increasing her international wealth
more rapidly at this moment than ever, while Germany, with its small internal
debt, has always had more room for foreign debts, and the power of the Ger-
man financial centres of Berlin, Frankfort, and other towns, 1s far greater than
is currently supposed.

If these views of Seyd are correct, France is very much
nearer than has been commonly supposed in this country, to
an equality with Great Britain, in the possession of the
forms of wealth, defined as “international’”” And if it is also
true that France is “increasing her international wealth more
rapidly at this moment than ever before,” while Great Britain is
losing hers at something like a rate of five per cent. per
annum, it cannot be long before France will be decidedly in
the lead.

It does not necessarily follow that the aggregate wealth of
Great Britain, including home wealth, is declining, because
her international wealth may be so. A land-owner is not
necessarily the pooréer because he calls in a given sum of.
money which he had loaned out at interest. He has become
poorer if he has used up the money in his personal expendi-
tures for living, or if he has expended it in improvements on
his land which fail to increase the income of it, by an
amount equal to the interest formerly received for the money
which the improvements cost. There are certain classes of
facts, notably the increasing productiveness of the income
tax, which tend to show that the home wealth of Great
Britain is making quite as rapid an advance as ever. Much
the larger portion of British writers take that favorable view
of the case, but it is quite evident that Seyd does not,
although he rather avoids any categorical expression of his
opinion.

For the present, we make only two additional observations
on the case.

If Seyd’'s figures are correct, while they show a nominal
decrease, they .prove an increase in the real value of the
international wealth of Great Britain. Whether the fall in
- general prices throughout the world within four or five years,
is attributable chiefly to demonetizations of silver, as Seyd
and those who agree with him believe, or whatever may
have been the cause, or causes of it, there is no doubt of the
fact that the fall has been great. In this country we famil-
iarly recognize it as true, that a person who deposited one
hundred dollars in" a  Savings bank five years ago, and
receives seventy-five dollars for it to-day, is better off than
when he made the deposit, and better off, on the average,
than if he had purchased any species of property with his
money. If Great Britain really has the £ goo or £ 950,000,000
of the kinds of international wealth described by Seyd, it is
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undoubtedly worth more than her £ 1,100,000,000 of four
years ago.

If Seyd is correct in arguing that the adverse balances of
the foreign trade of Great Britain in the three years,
1875-7, were so great, as to demonstrate a steady loss of
British international wealth, the loss still continues, and on a
scale little, if at all, diminishing. During the first four
months of 1878, the adverse balance was reduced only
£, 1,965,123, or at the rate of an annual reduction of
£ 5,895,369, as compared with 1877, when the adverse
balance was £ 142,200,000. But while there is thus a very
slight improvement, comparing 1878 with the single year
1877, the results, so far, of thé commercial movement of
1878, are very much worse, compared with the entire term of
the three years 1875-7, when the average annual adverse
balance was £ 117,846,000. This year it will be £ 136,304,631,
if the last eight months correspond with the first four. And
it is to be considered, that, on Seyd’s view of the case, the
annual British income from foreign investments is con-
stantly lessening, so that if the adverse balances of trade
remain only the same, the draft upon British international
wealth will become constantly greater.

The struggles and sacrifices made in British trade during
the first four months of this’ year, in the way of reducing
prices so as to keep up exports, have been so great, while
they have produced so little improvement in the balance of
trade, that the prospect for the future does not seem encour-
aging. Bad as things were last year, they are worse this
year. For the month of last April [see London Economist of
May 11], compared with April, 1877, British exports of cotton
yarn were twenty-one and three-quarter per cent. more in quan-
tity, but produced only about fifteen per cent. more in money ;
exports of cotton piece goods were thirteen and a quarter
more in quantity, but only produced six per cent. more in
money ; while exports of woolen cloths, which wege five and
a half per cent. more in quantity, produced six ; cent. /ess
in money. There is oftentimes in lowest deptfls a lower
deep, but bottom in this case is being rapidly approached.
It is nearly a year since the London Zimes thought that
British production and exports -were only kept up by a con-
stant sinking of the capital engaged in them. The language
of Seyd is still more gloomy. He says:

It may fairly be pointed out, that the ‘‘dullness of trade” does not only
mean our making little profit in the international trade, but that heavy losses
have been made by merchants—losses which they do not care to publish. The
number and importance of our export traders have sensibly diminished during
the last three years. I need not refer to the slackness of our industry in
important departments, and the losses of capital engng:g therein. It is com-
zuted that in Sheffield alon;e, the capital of certain s has depgecigted by
ve millions, and I am afraid that throughout the manufacturing districts, the
aggregate of losses must be counted by tens of millions.

GEo. M. WEesTON.
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ON COMMERCIAL CRISES.

THE GILBART LECTURES ON BANKING, LECTURE IJ,

DELIVERED AT KING'S COLLEGE, LONDON (SESSION 1878),
BY PROF. LEONE LEVI,

There is an old saying, that money makes money, the
antithesis of which, apart from the power of labor and
industry to create money, .would be, that without money
you cannot make money, and that if you attempt it the
chances are that you will break down. Take money in the
popular sense as meaning capital, and apply the saying
to the action of large numbers of merchants, bankers, or
speculators, whether acting collectively or as individuals, and
you have in such attempt the substantive and ultimate cause
of almost every commercial crisis. It is, indeed, a fact of
common experience, that no sooner good fortune seconds
commerce and industry—no sooner capital begins to accumu-
late somewhat faster than usual, than there are always not
a few ready to rush into all kinds of operations, either without
any capital, or with capital utterly disproportionate to the
undertaking.

Nor is it easy to estimate what amount of capital is
available at any time, or what proportion it bears to indi-
vidual or national commitments, for accustomed by credit to
trade with the capital of others, we are too apt to delude
ourselves that there is no absolute limit to the amount of
capital either already created, or capable, as by magic, to come
into existence. Study the circumstances which attended every
~one of the commercial crises from which England and other
countriegghave so much suffered, and you will find that,
whatev;ile nature of the investment—whether solid or
ephemeral&the great evil lay in having undertaken operations
involving a larger investment of capital than was at the time
available.” Other causes may have their influence. Specula-
tion may take one shape or another, and may be more or
less erratic or extravagant; but the main cause is the sudden -
realization of the fact of the disproportion between the supply
and demand of capital. But if the cause be so simple and
direct, why is it not foreseen in time? What hinders our
preventing the mischief altogether? And why are crises
recurring at almost stated periods ?

Alas, it is the same in the natural as in the economic -
world ? Days and months of beautiful sunshine are sure to
be succeeded by a sultry atmosphere—the forerunner of a
stormy blast; times of prosperity are sure to be suceeded by
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times of adversity. Under the influence of steady success
years glide on, and we are flushed with prosperity. A crisis
comes, and we must recede. Experience, then, teaches
caution, and under its wise guidance courage revives; but
we speedily return to a state of indiscretion, and a fall is
the certain consequence. Excitement, collapse, depression ;
activity, excitement, collapse, and depression; these are the
constant phases of all commercial crises.

The great revolution which secured to the British people
national freedom and civil rights, brought with it a pro-
longed war with France, which necessitated a much enlarged
national expenditure. Fortunately, for many years the
wealth of the nation had been largely increasing, and the
people were, on the whole, prosperous. Sir Josiah Child, in
his Discourse on Trade, tells us that in 1694 England shipped
one-third more of manufactures and minerals than she did
twenty years before; that houses in London yielded twice
the rent; and houses generally about one-fourth more than
they did before the fire. That she had double the ton-
nage of shipping; that trade payments were made for
ready money instead of by bills; and that generally the
increase of money in the country was very perspicuous.
And strong evidence of this was given in the facility with
which the Bank of England was founded with a large
capital lent to the State, and in the many other cbmpas
nies for banking and other purposes then started. But it
was overdone. The Bank of England itself did not suf-
ficiently measure its own power, and the result was a general
crash. ‘

From the peace of Ryswick, in 1697, to the accession of
George I, in 1714, English industry flourished. There was
great demand for labor; foreign trade and navigation
doubled in amount; private confidence was strengthened;
the spirit of the people was better; and a greater amount
of capital was employed in trade than in any prior age;
whilst the union of England and Scotland, and the ‘provi-
dent laws passed under Queen Anne, could not fail to
encourage trade and invigorate the industries of the people.
And the sequel was, that with a certain accummulation of
capital and a want of sufficient outlets for the same at home,
the people rushed to invest their money far, far away. The
South Sea Company, originally founded for trading on the
South Sea or Coast of Peru, in Spanish America, succeeded,
by dint of artifices, to acquire an unprecedented popularity.
Imaginary advantages, mysterious reports of hidden treas-
ures, and dividends declared, if not realized, of 10, 20, and
even 50, per cent. had their wonted effect. The public
became intoxicated. The South Sea stock, which, at Christ-
mas, 1719, was 126, rose in April, 1720, to 325, and step by
step to 1,000. Nor did it end there. The whole nation
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was infatuated by a rage for speculation. It was a time of
absolute frenzy. Companies for most extraordinary pur-
poses were formed, and the nation, or better still, the
actors in the great economic drama, had undertaken infin-
itely more than they could fulfill. ' Suddenly, however, the
bubble burst; the public awoke from the delirious dream.
There was no money for such undertakings, wild or rea-
sonable as they might have been. Consternation and
despondency became universal; and whilst the directors of
the South Sea Company were held up to public execration,
the traders and investors on such -trumpery objects—those
who were beguiled to become responsible for what they did
not possess—had to pay the penalty for their  follies.
Whilst English traders committed themselves to such
investments, trusting on a certain amount of substantial pros-
perity, French traders followed the same course at about the
same time, without any such foundation. Utterly exhausted
by the luxuries, wars, and wasteful administration of Louis
X1V, France listened with delight to a scheme projected by
,an adventurous Scotchman, %ohn Law, for remedying all
her difficulties by the creation of ephemeral capital. His
plan consisted in the establishment of a bank with a capi-
tal of 6,000,000 fr., payable in four installments, I in specie
and 3 in State notes, then at 70 to 8o per cent. discount.
‘The bank was formed with royal favor, and Law’s notes
were ordered to be received as cash in payment of the
revenue. Soon after this, the colonization of Louisiana, or
of the territory watered by the Mississippi, having taken
place, Law’s bank engaged to sustain, or to jirance, a large
mercantile company intended to stretch its operations in
Asia, Africa, and America; and by skillful management, the
+ Indian Company, as it was called, put in circulation 624,000
shares of 500 livres each, representing 312,000,000 livres,
which, in consequence of the rise, were valued in the market
"at 1,797,500,000 livres. All Paris was in a state of infatu-

ation—fétes, spectacles, and pleasures of all kinds multi-
plied. Law was declared a demigod, and as he passed along

the people cried out “God save the King and Monsigneur
Law.” But events speedily changed their course. The
famous notes, which constituted the fortunes of the Missis-
sippians, did not obtain in exchange the natural quantity of
bread and meat—faith in the paper was fast disappearing.
What was to be done? Law, the comptroller of the excheq-
uer, caused the coinage to be debased in proportion as the
value of the notes fell. But all in vain—the lower the coin
the smaller the loaf. It was quite clear, in truth, that France
had been indulging in a vain show; and no sooner the eyes
of the people were opened, than the hitherto illustrious Law,
hated by everyone, was too suecessful in escaping in a post-
chaise to Brussels.
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During the greater part of the eighteenth century, whilst
religious wars, and wars of conquest, endangered the exist-
ence of States, and thwarted the course of commerce, there
was but little accumulation of capital. And so it continued
during the whole period of the war from 1793 to 1815.
During the latter period production continued almost unin-
terrupted, and the credit of the State, never shaken, permitted
a sufficient capital to remain productively employed; but
with the uncertainty which reigned in all manner of business,
by sea as well as by land, there was little spirit to embark
in commercial speculations, and though occasionally commerce
was active and exciting, it never reached the condition of a
crisis.

Soon after the war ended, the Bank of England was ready
to resume cash payments, and, with an increasing demand
for produce and manufactures, commerce immediately
revived. For a time the alternation of revival and depression
continued ; but from 1820 to 1824 trade was in a prosperous
condition ; the crops were abundant, and with an addition in
the amount of bullion in the Bank of England from
4 1,746,000 in February, 1820, to £ 6,092,000 in February,
1824, and a large addition to its deposits of from 4 5,000,000
in 1820, to £ 11,000,000 in 1824, speculation began to set in
in earnest. Other circumstances contributed to this end.
Government came forward in 1823 with a measure for the
reduction of the rate of interest from five to four per cent.
upon consols to the amount of £ 135,000,000, and in 1824 for
the reduction of four to three per cent. on £ 80,000,000. The
acknowledgment of the South American Republic introduced
a new kind of commerce in loans and mining in foreign
countries. A large number of companies were started for
railroads, mining, canals, insurance, banking, gas, &c., 624 in
number, requiring a nominal capital of £ 372,000,000, for
which, however, no more than [ 17,600,000 were actually
advanced ; and prices of all commodities, and of securities of
all kinds, rose enormously, but the fall was as precipitous as
the rise was unjustified, and to unbounded credit and confi-
dence theré soon succeeded a general distrust, during which
the best securities could not be converted, and goods were
rendered unsalable. The failure of Sir Peter Pole was the
first to produce alarm, and the Bank of England, which had
increased its issues from £ 19,390,000 in August, 1825, to
£ 25,067,000 in February, 1826, with a continually decreasing
amount of bullion in hand, suddenly resolved to refuse dis-
counting any more. The sudden contraction of notes intensi-
fied the alarm; sixty-three banks suspended payment, and it
was only when the bank changed its policy, by discounting
freely, that confidence returned.

The following is a synopsis of the principal facts connected
with the crisis of 1826:
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SYNOPSIS OF THE CRISIS, 1826.

———Bank of En:land Circulatic Bills dis ted.
ate: of ,i s, Quarters,
Total 31 March to
Date. Notes under £ s. )o:t blll.t circulation. 30 September. Buliion,

1822—Aug. 31 . £ 855,330,000 £ 16,609,000 . £17,464,000 . £ 3,388,000 .£ 10,100,000
1823—Feb. 28 . 681,500,000 17,716,000 . 18,362,000 . 4,107,000 . 10,400,000
1823—Aug. 30 548,500,000 . 18,683,000 . 19,231,000 . 2,801,000 . 12,600,000
1824—Feb. 28 . 486,130,000 . 19,251,000 . 19,736,000 . 2,227, . 13,800,000
1824—Aug. 31 . 442 ,140,000 . 19,689,000 . 20,132,000 . . 11,700,000
1825—Feb. 28 . 416,730,000 . 20,337,000 . 20,754,000 . :ggvooo . 8,700,000
1825—Aug. 31 . 396,340,000 . 19,002,000 . 19,398,000 . . 3,600,000
1826—Feb. 28 . 1,375,250,000 . 24,092,000 . 25,467,000 . 9,597,000 . 2,400,000
31 . 1,161,000,000 , 20,402,000 . 21,500,000 . 2,950,000 . 6,700,000

1826—Aug.

Another ten years elapsed. The sufferings of 1825 were
nigh forgotten, and new animation everywhere reappeared.
The deposits at the bank increased largely. In 1835 they
amounted to £ 12,500,000; in 1836 to £ 19,200,000. The
spring of 1836 was marked by the display of a spirit of
speculation and general excitement, which presented some
resemblance to the spring of 1825, although far short of that
period in extravagance, and attended with the important dif-
ference that whereas in 1824-25 a considerable part of the
speculation ran on investments in foreign loans and foreign
mines, those of 1836 were chiefly, if not exclusively, directed
to undertakings within the United Kingdom. The Bank of
England was charged with having enlarged its issues in the
autumn of 1835, and with having forcibly kept down the rate
of interest, and thereby not only promoted the formation and
extension of joint-stock banks, and encouraged and facilitated
the system of discount and re-discount in this country, but
also with having indirectly favored the financial operations of
the United States Bank in negotiating a loan in this country,
, and created thus a demand of gold from this country to
America. There was, indeed, an increase in the Bank of
England note circulation from A 17,005,000 in the week end-
ing 6th January, 1835, to £ 19,014,000 in the week ending
January 13; but it was not maintained, and in 1836 the
circulation was less than in 1835. In truth the facilities of
the money market were not greater in 1835 than in 1833,
though the motives for the use of them were considerably

reater. But, if the note circulation did not increase, the
bullion did decrease, and, therefore, the amount of fiduciary
circulation was greatly enlarged. The origin of the crisis
was not indeed over-issue, but speculation If there was
any blunder on the part of the bank it was at the end, not
at the begmmng
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SVNOPSIS OF THE CRISIS, 1837.

Date. Circmlation. Bullion. Bills discounted.
1834—2s5th February... £19,050,000 .. £09,225,000 .. £1,800,000
1834—26th August .... 19,195,000 .. 7,303,000 .. 32,500,000
1835—24th February... 18,510,000 . 6,289,000 .. 2,100,000
1835—2sth August .... 18,085,000 . 6,255,000 .. 2,600,000
18; February... 18,181,000 . 7,787,000 .. 2,900,000
1836—30th August .... 18,018,000 . 5,250,000 .. 4,400,000
1837—28th February... 18,165,000 .. 4,077,000 .. 11,200,000
1837—29th August .... 18,827,000 . 6,548,000 .. 5,100,000
1838—a7th February... 18,925,000 .. 10,471,000 .. 3,200,000
1838—28th August .... 19,488,000 .. 9,540,000 . 2,900,000

( 7o be concluded in next number.)

THE BANK OF ENGLAND AND THE RESERVES.

Attention has from time to time been called in the pages of
this magazine, to the precarious position of the English banking
system in its dependence upon the reserves held by the Bank
of England. The late Mr. Walter Bagehot was one of the
first to proclaim the danger of this inadequate foundation,
and now his warning is taken up and reé&choed by some of
the London financial journals. One of these points out in
plain language that whenever there is from any cause a sud-
den demand for money for the Continent or the Provinces,
there is an instant drain upon the bill brokers and bankers
of the metropolis, who in turn fall back upon the Bank of
England. In an emergency, such as might be caused by a
war with Russia, the Bank Act would have to be suspended,
and there would be heavy risk of the whole delicately-inter-
woven network of credit collapsing like a house of cards. It
is to be remembered that things are not as they were in 1797,
when the Bank was more isolated than it is now, or even as
they were in 1847, 1857 and 1866, at -each of which dates the
Bank Act had to be suspended. At these several periods
what are called “transfer credits” by telegraphic wire and
transatlantic cable were unknown."

The London World says in this connection: “It is obvious
that the suddenness with which demands for cash can now
be made does not leave the time there was formerly to or-
ganize means of meeting sudden strains upon our system of
credit. No doubt the telegraph facilitates ready action on
the part of the bankers in self-defense as well; but in a case
in which time is absolutely necessary to stdve off danger it
vastly adds to the difficulty of pulling through. The Bank
of England has virtually ceased to be the people's bank;
and, while there is seeming safety in its re-discounting the
paper of the bill brokers, credit companies, and joint-stock
banks, there is actual danger. At one time the Bank refused
even to allow the London and Westminister Bank a drawing



46 THE BANKER'S MAGAZINE, ' [July,

account. There ought to be entire dissociation of the Old
Lady from the other banks, else all may go down together.
Until there is, the Bank of England cannot become better
than it is at present, or show itself more worthy of its quasi-
national position and privileges. It has lost its old control
over the money market and yet has to bear all the burdens
that are involved in its position as the center of our banking
system. The consequence is, that week by week the reserve
is dwindling away, and yet the Bank Directors are afraid to
put up the rate to protect it, because the outside market
would not follow them, and they might lose even the small
discount business they have.”

The extent of the dependence of the London bankers upon
the Bank, and the growth of their balances in its hands,
are shown by the following statement from the London
Economist, and its comments thereupon :

“A return recently published by order of the House of
Commons, in continuation of similar statements made in
former years, gives the particulars, week by week, of the
amounts kept by the London bankers with the Bank of
England during the year 1877. The previous returns carry
the statement back to the year 1844, and, by combining the
series, the history of the progress and development of these
amounts can be clearly traced. In 1844, the average of these
balances was only £ goo,000 for the year; an increase was
observable in 1845, when they amounted to £ 1,200,000 ; and
from this date onward the increase in these balances was
almost continuous. But it was not till 1866 that they gen-
erally amounted to more than £ 6,000,000. The figures since
that date have been as follows:

ANNUAL AVERAGES OF LONDON BANKERS' BALANCES WITH THE
BANK OF ENGLAND.

Vear. Amount. Year. Amount,
1866 . £ 6,200,000 eee 1872 e £ 7,600,000
122; Tl 6,700,000 1873 . 8,500,000
I .. 6,800,000 vees 1874 .. 8,300,000
1869 .. 6,500,000 P 1875 .. 10, 300,000
1870 . 6,600,000 ceen 1876 .. 11,800,000
1871 .. 8,400,000 seve 1877 | .. 9,500,000

“The continual increase in these amounts, taking them
broadly, is really remarkable. During the course of the last
year under considerdtion there has, it is true, been a diminu-
tion in the amount, which may be accounted for by the
extreme depression of business perhaps more than by any
other cause; but if the experience of the 7last three years
may be taken as a guide, it appears that a balance of about
4 10,000,000 may be assumed to be something like the
amount continually needed to be held in this manner. For
several recent years the bankers’ balances have equaled, on
an average, three-quarters of the amount held in reserve by
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the Bank of England. There were even two occasions during
the last year in which the bankers’ balances exceeded the
reserve. The dates when this occurred are as follows:

RESERVE OF BANK OF ENGLAND.

Date, 1877. Notes and Cosn. Baml'tr;’ Balances.
OCtOber 24.....c0veueenreeneencassenass £ 10,003,000 .. £ 10,630,000
October 31... Ceseen veee 9,678,000 .. 10,069,000

“At first sight it might seem to be a great additional risk
to the Bank of England that the balances of the bankers
should equal at all times so large a proportion of its reserve,
and should occasionally even exceed it. The balances of the
bankers are the reserve they keep to meet any sudden
demand, and it might be expected that they would be liable
. to vast and sudden fluctuations in consequence. But an
examination of the return before us leads rather to a contrary
conclusion. During the year under consideration the bankers’
balances were never allowed to drop below £ 8,000,000. This
fact appears to point to the conclusion that there is a fixed
limit below which the bankers, in the aggregate, cannot
allow their balances to sink. And the reason for this is
obvious. These balances form the resources from which the
Clearing-House charges are met, and a consideration of the
returns of the Clearing House, which we publish weekly,
shows what enormous amounts are being continually trans-
ferred from. one hand to another through the medium of
that establishment. The settlement of these heavy claims
must necessitate the holding of very large sums in readiness
to meet them, and these sums must practically be continually
in circulation from one bank to another, and cannot really
be removed from the circle in which they are continually
moving. This is the case as far as the demands between one
bank and another are concerned ; these are met without any
alteration in the aggregate amounts. But when a demand
takes place for specie, either for the internal requirements of
the country or for export purposes, then the question arises,
how far resources, which cannot be touched, and can never
be allowed to drop below a certain level, can be really
regarded as working reserves to their possessors. When a
demand arises which would earry money out of the circle of
the clearing banks, they have to call in first supplies to
replenish their balances. In any time of pressure the
bankers’ balances are the first to increase in amount, and
this, though it involves a further liability, yet is not without
some advantages to the Bank of England. The rapid increase
in bankers’ balances which took place during the course of
the panic of 1866 is well known, and a similar power of
immediately augmenting those amounts was shown in 1875,
on the occasion of the perturbation in the money market
which accompanied the Collie failure. A. Collie & Co. sus-
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pended payment June 15, 1875, and an immediate movement
appeared in the amounts held in this manner, as the follow-
ing statement shows:

BANKERS' BALANCES.

June 16, 1875. ... ciieiiiiiiieiiiiiiaieaaaas €everanennnnns £ 9,902,000
June 23, 1875.
June 30, 1875....

“Had the uneasiness on that occasion continued longer, or
been greater, a far greater increase in these amounts would
doubtless have taken place. It should, however, be remem-
bered that the demands which may be made on the balances
of the clearing banks are almost illimitable, being bounded
only by the extent of the deposits which not only they, but
all the banks in the country, collectively hold. We gave re-
cently some information—the most recent it was in our power
to obtain—on the extent of these deposits. Large as the
balances constantly maintained by the bankers with the Bank
of England appear to be when viewed by themselves, no one
who considers the extent of the deposits can consider the
amounts held at the banks as unnecessarily large in propor-
tion to them,

“The facts thus brought under our notice indicate in a very
clear manner the extreme delicacy of the English money market
and how closely everything is worked and economized in it.
This economy is an advantage to the public, but it is not
without its dangers. We would put it very strongly to the
heads of the banking community whether, since the figures
which supply the text to the comments we have made are
now published annually, and are generally accessible, they
will not sanction the anticipation of this official statement,
and authorize those authorities who now supply these figures
to the Government once a year, to supply the same informa-
tion to the public, week by week, to be published with the
statement of the Clearing House. In any time of anxiety,
the publication of these figures, giving authentic information
as to the amounts thus held, would assist in allaying popular
apprehensions; the knowledge thus obtained would likewise
tend to the maintenance of a stronger reserve, and would
thus be a step in the right direction.’

To those who are accustomed to the frequent publication
of bank statements, as required by the clearing-House asso-
ciations of our own leading cities, the tardiness of the Eng-
lish in this regard appears unaccountable. The sensitiveness
of the London money market would seem to demand impera-
tively the adoption of a measure which obviously would be
an advantage as well as a safeguard.
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NATIONAL BANKS AND STATE USURY LAWS.
L.
UNITED STATES CIRCUIT COURT—WESTERN DISTRICT OF PENN.

[PIOM THE PITTSBURGH LRGAL )OURNAL.]

The First National Bank of Mount Pleasant vs. William Duncan and Brother.
Ervor to the District Court.

Before STRONG, Circuit Justice, and MCKENNAN, Circuit Judge.

Opinion by STRONG, J. Filed June 3, 1878.

In the Court below, this was an action brought by Duncan and Brother, part-
ners, to recover the penalties prescribed by the Acts of Congress relating to
National banks, for charging and taking usurious interest on loans made by the
First National Bank of Mount Pleasant to the plaintiffs. At the trial in the
District Court, evidence was given tending to prove that at different times the
bank had made sundry loans to the plaintiffs, reserving and charging therefor
interest at the rate of nine ﬁ:r cent. The plaintiffs claimed that interest had
been paid at that rate, and that in consequence thereof they were entitled to
recover from the banking association twice the amount thus paid. Numerous
grounds of defense were taken by the bank, none of which were sustained by
the Court, and the jury was instructed to return a verdict for the plaintiffs.
The record having been removed into this Court, and errors having been
assigned to the rulings of the District Judge, we are brought to a consideration
of the defenses set up, and overruled. It is however unnecessary to refer to
more than one of them, for if it should have been sustained, as we think it
ought to have been, if proved, it is fatal to the plaintiffs’ right of recovery.

It appears by the record that at the trial the defendants offered to prove that
since the year 1869, and prior to January 1st, 1873, many State banks of issue
had been organi in the State of Pennsylvania under the law of the State;
that they had carried on business under such organization ever since, and that
the rate of interest limited by the laws of the State for these several banks, at
the time of their organization and ever since, was, ‘‘such an amount of interest
as should be agreed upon between the bank and the borrower, or customer.”
This offer was made in connection with evidence already given, and other to be
offered, showing that the First National Bank of Mt. Pleasant is located in
Pennsylvania, and that all the interest charged the plaintiffs for which this action
was brought, was at a rate agreed upon between the plaintiffs and the defendant
bank. e offer was overruled, and it was then renewed in different forms.
Among others, the defendants offered to prove ‘‘that there is no general
statute in Pennsylvania, limiting the rate of interest specifically, but that there
had been organized under the laws of the State, in the State since 1869, at
least sixteen State banks of issue, which since 1871 have cdrried on and still
carry on business under the said organization and laws, and that by the laws of
the State of Pennsylvania, all of tﬁ: said banks are allowed, and have been
since 1871, and still are, allowed to charge a rate of interest and discount of
ten per centum per annum.” All these renewed offers were also overruled, and
the Court charged the jury as follows : ‘“ The legal rate of interest in Pennsyl-
vania i§ six per cent., the rate of discount allowed to banks of issue is also
six per cent. and no more. It is true that there are some banks that, by
special Acts of Assembly, are allowed to charge more, but these are exceptions
to the general laws of the State. Congress deals with general rules, and when
it excepts banks of issue under the State laws, it means the general law applic-
able to the whole State, and relating to banks of issue all over the gtate.
The special acts, authorizing banks of issue, if there are any, apply only to the
particular banks created by them, or permitted by them to take more than six

4



50 THE BANKER’S MAGAZINE. [July,

per cent., and these laws are laws unto these banks only. The general bank-
ing laws of Pennsylvania prohibit the taking more than six per cent. discount.
The National banking law prohibits a National bank in Pennsylvania from tak-
ing more.” .

This instruction given to the jury, and the rulings of the District Court by
which the evidence offered was excluded were erroneous, They were founded
upon a misconception of the provisions of the Acts of Congress under which

ational banking associations are organized, and exist. The limitations of the
rates of interest which such associations may charge and take, are such only as
are prescribed in those acts. The associations derive no power from the States
and they are not subject to restrictions imposed by the States. The rates of
interest prescribed by the States for their own institutions or for the public gn-
erally, are rules for National banks only so far as they are made such by Con-
g;zss, and only in force of the Acts ofy Congress. The National Banking Act

enacted that any banking association ‘‘may take, receive, reserve, and
charge on any loan or discount made, or upon any note, bill of exchange, or
other evidences of debt, interest at the rate allowed by the laws of the State,
Territory, or District, where the bank is located, and no more, except that where
by the laws of any State a different rate is limited jfor banks of issue organised
under State laws, the rate so limited shall be allowed for associations orgamized or
existing sn any such State under this Title” ( Revised Statules, section §.,197).
~The ?urpose sought to be accomplished by this exception is very evident It
was fully stated in Zifany vs. NMational Bank of Missouri, 18 Wall,, 409, to
which it may be well to recur. The Supreme Court of the United States there
said: ‘It cannot be doubted, in view of the purpose of Congress in providing
for the organization of National banking associations, that it was intended to
give them a firm footing in the different States where they might be located.
It was expected they would come into competition with State banks, and it
was intended to give them at least equal advantages in such competition. In
order to accomplish this they were empowered to reserve interest at the same
rates, whatever those rates might be, which were allowed to similar State insti-
tutions. This was considered indispensable to protect them against possible
unfriendly State legislation. Obviously, if State statutes should allow to their
banks of issue, a rate of interest greater than the ordinary rate allowed to nat-
ural persons, National banking associations could not compete with them unless
allowed the same. . . . The only mode of guarding against such contin-
gencies was that which, we think, Congress adopted. It was to allow to
National associations the rate allowed by the State to natural persons generally,
and a higher rate, if State banks of issue were authorized to charge a higher
rate. This construction accords with the purpose of Congress, and carries it
out. It accords with the spirit of all the legislation of Congress. National
banks have been National favorites. They were established for the purpose, in
part, of providing a currency for the whole country, and in part to create a
market for the loans of the general Government. It could not have been
intended, therefore, to expose them to the hazard of unfriendly legislation by
the States, or to ruinous competition with State banks. On the contrary much
has been done to insure their taking the Place of State banks. The latter have
been substantially taxed out of existence.” Certainly their circulation has been.
We have quoted thus fully from the language of the Supreme Court, because
it bears directly upon the present case, and shows the meaning of the act of
Congress. It shows what indeed seems very plain on the face of the act itself,
that National banks are authorized to reserve and take interest on loans made
by them at such rates as are allowed by State law to State banks of issue in
the States where the National banks are located. In reserving and taking
interest at such rates they act within the authority given them, violate no law,
and render themselves liable to no penalties.

The learned judge of the District Court was of opinion that because it was
not shown, or offered to be shown, that the State banks of issue incorporated
under the State laws, and severally authorized to reserve and take interest at
the rate of ten per cent., or at any rate agreed upon with the borrowers, are
authorized, by general law, to charge more than six per centum, therefore
National banks are not. His charge to the jury was, as has been stated, *Con-
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gress deals with general rules, and when it excepts banks of issue under the
State laws, it means the general law applicable to the whole State, and relating
to banks of issue all over the State.” In this opinion we do not concur. It
interpolates in the statute words which are not there, and it disregards the
plain purm for which the excepting clause was inserted. The Act of Con-
g;s: dec| that where, by the laws of any State, a rate of interest different
the general rate shall be limited, or allowed for State banks of issue,
National banks shall be allowed the same. It says not a word of allowance to
the banks by general law. Charters offered by special law, granting special
privileges to those who accept the offer, are as clearly laws of the State as are
the most general enactments. Until recently in Pennsylvania, State banks were
always organized under special laws applicable solely to each bank. There was
no gm??nuhng law, and no rate of interest limited by general enactment
for banks as such, and as a class. Each bank had its own peculiar privileges,
though prior to 1869, genmerally restricted to charging the rates of interest
allowed for natural persons. And, in many other States, all State banking
institutions are organized under such laws, and they derive all their powers from
such legislation. Whatever authority they exercise under their charters is lim-
ited or accorded to them by the law of the State.

And if we look to the purpose of Congress exhibited in the National Banking
Act (the purpose of which we have sioken), what difference does it make
whether State banks are authorized to take more than the interest allowed to
natural persons, by special, or by general laws? In either case they would
encounter favored rivals, and a destructive competiton, against which they could
not stand, if they are not permitted to reserve and take interest at the rate
accorded to the State institutions. In either case the unfriendly State legisla-
tion, and the ruinous competition, against which Congress intended to guurd,
would be equally possible. States might establish banks along side of every
National bﬂg and give them powers against which the National banking asso-
ciations could not compete. A construction of the Act of Congress that opens
the door to such results cannot be accepted as the true one. It is inconsistent
with the letter of the act, and still more with its purpose and spirit.

We hold, therefore, that the evidence offered by the defendants should have
been received. If there are State banks of issue in Pennsylvania, authorized
either by general or special law to take interest on loans made by them at
such rates as may be agreed upon between them and the borrowers, t{e defend-
ants have transgressed no Act of Congress, by taking nine per cent. from the
plaintiffs (that having been the rate agreed upon ), and they are not liable in
this action.

The judgment of the District Court is reversed, and a new trial is ordered.

MCcKENNAN, Cir. Judge, concurs.

II.
SUPREME COURT OF OHIO, DECEMBER, 1877.
Hade, Receiver vs. McVay.*

JURISDICTION OF STATE COURTS—SET-OFF AGAINST RECEIVER—PENALTY CAN-
NOT BE SET OFF.

State Courts have gmsdiction of actions against National banks for penalties and
forfeiture prescribed by act of Congress for exacting usurious interest.t

A right of set-off, perfect and available against a bank at the time of the
a.pfointment of a receiver, may b:eé)leaded in an action by the receiver.

n an action on a note discoun by a National bank, the defendant cannot cet
off the penalty of twice the amount of interest paid on other loans.}

# Furnished to the Aléamy Law Journal by E. L. DeWitt, Esq., reporter, and to appear in
vol, 31, Ohio State Reports.
+ See, also, Ordiway vs. Cent. Nat. Bank, Thomps. Nat. Bank Cas. ss9, sed guere; Mis-
souri River Telegraph Co. vs. First Nat. Bank, id., 4o1; Newell vs. Nat. Bank, id., so1.
1 See Hinterwaster vs. First Nat. Bank, Thomps. Nat. Bank Cas. 741; Browm vs. Sec.
Naz. Bank, id., 849: Wiley vs. Starbuck, id., 436.
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Action by the plaintiff, as receiver of the First National Bank of Mansfield,
against the defendants, McVay, Allison & Co., drawers, and. Walter Gledhill,
acceptor, of a bill of exchange. The bill was drawn for § 3,000, and indorsed
by the drawers to the bank. Before the commencement of the action, § 1,500
had been paid thereon. The answer, among other things, alleged that McVay,
Allison & Co., desirous of obtaining a loan of money, drew said bill, secured
its acceptance by Gledhill for their accommodation merely, and then procured
its discount by the bank ; the officers of the bank having full knowledge that
Gledhill was only an accommodation acceptor; that in discounting the bill the
bank reserved, in advance, $ 93 as interest for ninety days, a rate exceeding

" that allowed by law.

The answer further alleged, that during the two years then next preceding,
McVay, Allison & Co. had borrowed from the bank divers other sums of money,
the bank in each case knowingly reserving and receiving a rate of interest
greater than that allowed by law, which the borrowers had paid. These alleged
usurious transactions were particularly set out in the answer. The defendants
prayed that the interest agreed to be paid on the bill in suit be adjudged for-
feited, and that they recover by reason of such other usurious loans, twice the
amount of the interest paid thereon, and that that sum be applied by way of
set-off to the plaintiff’s claim.

To the matter set up as a set-off the plaintiff demurred. The demurrer was
overruled, the interest agreed to be paid on the bill was adjudged forfeited, and
the amount of interest paid on said independent loans was ascertained, and
twice its amount set-off against the plaintiff’s claim. The case was taken to the
District Court on error, and by that Court reserved for decision here.

BoYNTON, J. The rights of the parties became fixed before the approval of
the Revised Statutes of the United States; and in so far as the case is affected

* by the National Banking Act, it is governed by the Act of 1864.

Section 30 of that act, among other things, provided that the banking associ-
ation might take and reserve, on any loan or discount made, . . . interest
at the rate allowed by the laws of the State where the bank was located, and
that ‘‘the knowingly taking, receiving, reserving, or charging a rate of interest
greater than aforesaid, shall be held and adjudged a forfeiture of the entire
interest which the note, bill, or other evidence of debt carries with it, or which
has been agreed to be paid thereon. In case a greater rate of interest has
been paid, the person or persons payinf the same, or their legal representa-
‘tives, may recover back, in any action of debt, twice the amount of the interest
thus paid, from the association taking or receiving the same; provided such
action is commenced within two years from the time the usurious transaction
occurred.”

The position of the plaintiff is, that the liability created by the provisions of
this section was strictly penal, and that an action to enforce it is cognizable
only in the Courts of the United States. This- claim is founded on the pro-
visions of the act of Congress of 1789 (1 Stats. at Large, 77, §10; see U. S,
"R. S., §711), which declares, that the jurisdiction vested in the Courts of the
United States, in suits for penalties and forfeitures incurred under the laws of
the United States, shall be exclusive of the Courts of the several States.

If the question of jurisdiction depended for its solution on this provision alone,
the position contended for would seem to be well founded. But since its enact-
ment, Congress has, in many instances, professed in direct terms to invest State
tribunals with power to enforce penalties incurred exclusively in the violation of
the laws of the United States. Cliflin vs. Houseman, 93 U. 8. 130. By sec-
tion 57 of said National Banking Act, it was provided, ‘that suits, actions and
proceedings against any association, under this act, may be had in any Circuit,
District, or Territorial Court of the United States, held within the district in
which such association may be established ; or in any State, county, or munic-
ipal Court in the county or city in which such association is located, having
jurisdiction in similar cases.” . )

By this provision, the impediment to the exercise of jurisdiction by the State
tribunals, created by the Act of 1789, was removed, and the consent of Con-
gress expressly given to the exercise of jurisdiction by the State Courts, if com-
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petent to receive it, concurrent with that of the Federgl Courts, in suits, actions
and proceedings arising under the Banking Act. Whether the same assent was
given by section 8, it is unnecessary to consider. But, it is said, if it be held
to have been the purpose of Congress to clothe the judicial tribunals of the
States with jurisdiction to bear and determine causes arising under the Banking
Act, that there still remains lying back of the fact of jurisdiction and upon which
the fact depends, the question of capacity or power to take. And many cases
are cited affirming the incapacity of State Courts to receive and exercise juris-
diction to enforce a forfeiture or penalty imposed for a violation of the laws of
the United States. But the doctrine of these cases has been repeatedly disap-
proved and rejected. Gélman vs. Philadelphia, 3 Wall, 713 ; Ex parte Niel,
53 id. 240, and Claflin vs. Houseman, supra.

In the last case cited it was held that the statutes of the United States are
as much the law of the land in any State as ¥e those of the State, and
although exclusive jurisdiction may be given to the Federal Courts, yet where it
is not so given, either expressly or by necessary implication, the State Courts,
having competent jurisdiction in other respects, may résorted to.

In delivering the opinion in that case, Mr. Justice Bradley says: ‘Legal or
equitable rights, acquired under either system of laws, may be enforced in any
Court of either sovereignty competent to hear and determine such kind of rights, .
and not restrained by its constitution in the exercise of such jurisdiction. Thus,
a legal or equitable right acquired under State laws, may be prosecuted in the
State Courts, and, also, if the parties reside in different States, in the Federal
Courts. So rights, whether legal or equitable, acquired under the laws of the
United States, may be prosecuted in the United States Courts, or in the State
Courts competent to decide rights of the like character and class ; subject, how-
ever, to this qualification, that where a right arises under a law of the United
States, Congress may, if it see fit, give to the Federal Courts exclusive juris-
diction. Bee remarks of Mr. Justice Field, in Zhe Moses Taylor, 4 Wall., 429;
and Story, J., in Martin vs. fHunter's Lessce, 1 Wheat., 334; and Mr. Justice
Swayne, in Ex parte Niel, 13 Wall,, 236. This jurisdiction is sometimes
exclusive by express enactment and sometimes by implication. If an act of
Congress gives a penalty to a party aggrieved, without specifying a remedy for
its enforcement, there is no reason why it should not be enforced, if not pro-
vided otherwise by some act of Congress, by a proper action in a State Court.”
See, also, Bank of Bethel vs. Pakguiogue Bank, 14 Wall., 383 ; Farmers and
Mechanics National Bank vs. Dearing, 9t U. S., 34.

These cases resolve the question of jurisdiction to enforce the forfeiture,
against the plaintiff, and fully settle the right of the State tribunals to entertain
the action to recover the penalty given by the Act of Congress, if competent by
their own Constitution to hear and determine like questions or causes arising
under State lzws.

It is urged, in the second place, that the Court below wrongfully entertained
the cross-action of the defendants to recover the penalty, the principal action
being brought by a receiver and not by the bank ; that the act of Congress,
authorizing actions to be brought in State Courts under the Banking Act,
limits the right to actions against the bank, and that the alleged set-off, iF avail-
able in action by the bank, is not, and cannot be made available in an action
brought by a receiver appointed by the Comptroller of the Currency to wind
up its affairs.

This objection is not well founded. ‘‘When cross-demands have existed
between persons under such circumstances, that if one had brought an action
against the other a counter-claim or set-off could have been set up, neither can
be deprived of the benefit thereof by the assignment or death of the other, but
the two demands must be deemed compensated so far as they equal each
other.” Civil Code, §99. The receiver holds to the bank and its creditors the
relation, substantially, of a statutory assignee. A right of set-off, perfect and
available against the bank at the time of his appointment as receiver, is not

affected by the bank’s insolvency. He succeeds only to the rights of the bank
existing at the time it goes into liquidation. American Bank vs. Wall, 56 Me.,
167 ; Miller vs. Receaiver of Franklin Bank, 1 Paige, 444 ; Colt vs. Brown, 12

Gray, 233-
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This question, however, is relieved of importance in the present controversy
by the disposition made of the question relating to set-offt. Was the cause of
action to recover back twice the interest paid, one arising upon contract within
the meaning of that term as employed in § 97 of the Code of Civ'l Procedure ?

That section is as follows: ‘A set-off can only be pleaded in an action
founded on contract, and must be a cause of action arising upon contract or
ascertained by the decision of the Court.”

The action to enforce the forfeiture was, by the act authorizing it, denomin-
‘ated ‘“an action of debt.”

By the Revised Statutes, § 5.198, it is now denominated ‘‘an action in the
nature of an action of debt.” In the division of forms of actions at common
law into actions ex comtractu and ex delicto, debt was included in the former
class; and, therefore, it is contended that an action of debt is an action neces-
sarily arising upon contract., But this does not follow. Debt was almost uni-
formly the remedy on statutes, either at the suit of the party aggrieved or of a
common informer, and in many actions confessedly not sounding in contract.
1 Chitty’s PL, 125-8, et seg. ; C. and A. R. R. Co. vs. Howard, 38 I, 414

It is quite manifest, in the case at bar, that there was no express promise by
the bank to pay back any part of the interest received. That express assent
was given to pay double the interest is rot pretended. If, therefore, 2 contract
or promise exists at all, it is because the law implies it from the circurastances,
or imperatively presumes it from the relation shown between the parties.
Hertsog vs. Hertrog, 29 Penn. St., 465; 2 Greenl. Ev., §102.

It is not denied that there is a large class of contracts which rest merely on
construction of law and in which there is, strictly speaking, no agreement of
the parties to the terms by which they are bound. 1 Chitty on Cont., 79. ~ .

But it is said in Metcalf on Comtracts, 5, that, ‘‘in sound sense, divested of
fiction and technicality, the only true ground on which an action upon what is
called an implied contract can {e maintained is that of justice, duty, and legal
obligation ;” and it is further said, as an instance of the application of the rule,
that, ‘‘if one has another’s money, which in equity and good conscience he
ought to restore, the law is said to imply a promise to restore it.” Jéid.

In many of the States and in England, a borrower having paid usurious
interest, can maintain an action to recover it back. The cases holding, that
such action is founded on an implied promise of the lender to restore the sum
illegally exacted. The-princiﬂe asserted is, that the title to the excess of
interest paid never vested in the lender. And having another's money, which
he ought in equity to restore, an action for money had and received will lie to
recover it. Williar vs. Baltimore Butchers Loan Association, 45 Md., 546;
Wheelock vs. Lee, 64 N. Y., 242; Thomas vs. Shoemaker, 6 W. & S., 179;
Ewing vs. Griswold. 43 Vt., 400; Basanquette vs. Dashwood, Cas. Temp. Tal-
bot, 38; WWalker vs. Chapman, Loft., 342; Somes vs. Barkley, Doug., 696;
Browning vs. Morris, Cowp., 792 ; Williams vs. Hedley, 8 East, 377.

It is claimed that these cases, in principle, settle the question, that the sev-
eral causes of action interposed below, as set-offs, respectively arise upon con-
tract. But it is quite obvious that they do not have the effect contended for.

In the first place, the rule thus recognized does not go to the extent claimed,
and secondly, it does not prevail in this State. Shelton vs. Gill, 11 Ohio, 417 ;
C mmercial Bank of Cincinnati vs. Reed, id., 498 ; Bagys vs. Loudenback, 12
id, 153 ; Spalding vs. The Bank of Muskingum, id., 545 ; Rains vs. Scott, 13
id , 107 ; Grakam vs. Cooper, 17 id., 605. Whether well or ill-founded, the
rule is firmly settled that the party paying is in pars delicto with the party
receiving, and hence is denied an action at common law to -recover back the
interest paid in excess of the legal rate.

It may be said, that the rule denying the action in such case does not go to
the extent of denying the existence of a cause of action arising ugon contract,
in favor of the borrower against the lender, but that it merely affects or cuts
off the remedy as a punishment of the borrower for participating in the illegal
transaction. But if we grant this, the proposition cannot be successfully main-
tained upon any sound principle, nor is it sanctioned by any authority known
to us, that an action upon a statute for twice the entire interest paid is an
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action arising upon coatract. No one of the cases above cited sustains or sup-
ports the alleged right to recover upon a promise, implied in law, more than
the amount paid in excess of the legal rate. They rest upon the ground that
such excess is the money of the borrower in the hands of the lender ; but that
the borrower’s equity, which gives rise to the implication of a promise, is fully
satisied when that sum is restored to him, which was wrongll;lly taken from
him, is clearly deducible from the principle adjudged.

The original act of February, 1863 (12 U. S. Stat., 678, §46), in case
illegal interest was taken or reserved, forfeited the entire debt. The Act of
1864 reduced the sum to be forfeited to double the interest received. Both
provisions were penal, differing only in the sum declared forfeited. Numerous
decided cases hold, that the repeal of a statute creating a penalty or forfeiture,
takes away the right to enforce it. Oriental Bank vs. Freese, 6 She% (Me),
109; Eaton vs. Graham, 11 Il., 619 ; Sumner vs. Cummings, 23 Vt., 427;
Washburn vs. Franklin, 35 Barb., §599; Engel vs. Schurtz, 1 Mich., 150;
Cummings vs. Chandler, 26 Me., 453.

That this would not be the result from a repeal of the statute creating the
liability, if the cause of action arose upon contract, is established by a like
uniform current of authorities. IWilliax vs. Baltimore Butchers Loan Associa-
tion, 45 Md., 546; Dash vs. Van Kleck, 7 Johns., 477; Wright vs. Hawhkins,
28 Texas, 452.

The principle is clearly illustrated in Williar vs. Baltimore Bulfchers' Loan
A ssociation. El'l:e plaintiff brought an action to recover back usurious interest
paid, the statute declaring that a rerson contracting for usury should forfeit the
excess above the legal rate. While the action was ?ending. an act was passed
by the Leﬁl;tm‘e taking away the right of action for usury in all cases where
the same had been paid. It was contended by the defendant, that this act
took away the right of the pending action; but the Court held that the plain-
tiff’s right in such cause of action was a vested one, which the Legislature was
wholly incompetent to take away. The decision was placed on the ground that
the excess of interest which the act first mentioned authorized to be recovered
back, was not a forfeiture or penalty, but was money belonging to the plaintiff,
in the hands of the defendant, the right to recover which existed independently
of the statute, and could not be impaired or affected by its repeal. ¢ A vested
right of action is property in the same sense in which tangible things are prop-
erty, and is equally protected from arbitrary interference. Where it springs
from contract, or from the principles of the common law, it is not competent
for the Legislature to take it away.” Cooley’s Const. Lim., 362, and note.

In Orientsl Bank vs. Freew, supra, it is said : ¢ Where a party, by statute

ovisions, becomes entitled to recover a judgment, in the nature of a penalty,
or a sum greater than that which is justly due to him, the right to the
amount which may be recovered, does not become vested until after judgment.”
In Lwucas vs. Government National Bank, 78 Penn. St, 228, a case quite
nearly in point, where the penalty given by the act, creating it was sought to
be used as a set-off, the Court says: ‘‘ Technically the latter part of the affi-
davit of defence is bad, for it claims as a set-off that which the act of Con-
gress imposes as a penalty on the usurious transaction, to wit, double the
amount of the interest paid. In this the defendants had no such interest as
would enable them to use it by way of defalcation, for it could be acquired
only through an action of debt, under the statute, and until the forfeiture was
pronounced in their favor, by judgment of the Court, they had nothing therein
which would be the sub}ect of set-off.” To the same effect is Overkolt vs.
National Bank of Mt Pleasant, 82 Penn. St., 490. In Bank 0{ Chambersburg
vs. Commonwealth, 2 Grant, 384, it was held that ‘‘a penalty for breach of a
statute is not, when sued for, within the defalcation acts, nor subject to any
manner of set-off.” Without pursuing the subject further, in our opinion the
Court properly adjudged the interest reserved on the bill in suit forfeited, and

improperly held that the penalty imposed by the act of Congress for receiving
usurious interest on other and independent loans, was available as a set-off.

J ent reversed, demwrrer to the set-off sustained, and judgment for the
plaintiff.
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III.

U. S. SUPREME COURT, OCTOBER TERM, I877.

George M. Wheeler, Plaintiff in Error, vs. The Union National Bank of Pitts-
burgh . —In Error to the Superior Court of the City and County of New York.

Held, That in order to work a forfeiture under the National Currency Act, it
should appear affirmatively that the bank knowingly received or reserved an
amount in excess of the statutory rate of interest, and the current exchange for
sight drafts,

HARLAN, J.—The controlling question presented in this case for our deter-
mination, involves the construction of the National Currency Act of June 3,
1864, which declares that * the knowingly taking, receiving, reserving, or
charging a rate of interest greater” than tgnt ‘“allowed by the laws of the
State or Territory where the bank is located,” shall be * held and adjudged a
forfeiture of the entire interest which the bill, note, or other evidence of debt
carries with it,’ or which has been agreed to be paid thereon.” 13 Sras, 108.
. The same section also declares : ¢ But the purchase, discount, or sale of a éona

Jfide bill of exchange, payable at another place than the place of such purchase,
discount, or sale, at not more than the current rate of exchange for sight drafts
in addition to the interest, shall not be considered as taking or receiving a
greater rate of interest.” 13 Stat., 108.

Wheeler, the plaintiffl in error, was sued as indorser upon two bills of
exchange, drawn at Brady's Bend, Pennsylvania, payable sixty days after date, at
the American Exchange Bank, in New York, and discounted by the Union
National Bank, of Pittsburgh, for the benefit of the Brady’s Bend Iron Company,
a corporation created under the laws of Pennsylvania. Wheeler claims that the
bank, under the provisions of the statute, forfeited the entire interest which the
bills carried, or which was agreéd to be paid. This claim was denied, first in
‘he Superior Court for the city and county of New York, where this action
was commenced, and subsequently, in the Court of Apﬁ: of that State.

No question having been raised as to the éona character of the bills, the
bank had, by the express words of the statute, the right to charge and receive
the current rate of exchange for sight drafts in addition to interest at the rate
of six per cent. per annum, which is the rate fixed by general statute in the
State of Pennsylvania. But upon examining the special finding of facts upon
which the Court based its jugément, we discover no evidence of the current
rate of exchange at the date of discount. That exchange was, in fact, charged,
cannot be gainsaid by Wheeler, since he avers, in his answer, that the bills
were discounted under an usurious agreement that the bank should receive, in
addition to certain interest, in excess of the statutory rate, commissions or
exchange of one-quarter of one per cent. No such agreement was, however,
proven. Indeed, the record furnishes no evidence of any distinct eement
either as to the amount of interest or exchange to be reserved by the bank
upon discounting the bills. Nothing seems to have been said at the time of
discount as to the amount to be reserved by way of interest, or upon the sub-
ject of exchange, and the Court refused, upon the request of Wheeler, to find
it as a fact in the case, that ‘“‘no exchange was charged.” While it may be
inferred that exchange was charged by the bank, we are uninformed by the
record whether it exceeded the current rate for sight drafts.

The statute should be liberally construed to effect the ends for which it was
gassed, but a forfeiture under its provisions should not be declared unless the
acts upon which it must rest are clearly established. It should appear affirma-
tively t"l);;t the bank knowingly received or reserved an amount in excess of the
statutory rate of interest, and the current exchange for sight drafts. There is
no proof of the rate of exchange, and since the courts uniformly incline against
the declaration of a forfeiture, the party seeking such declaration should be held
to make convincing proof of every fact essential to forfeiture.

It is unnecessary to consider any other question in the case. The judgment
must be affirmed.
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LEGAL MISCELLANY

Abstract of Recent Decisions of the New York Court of Appeals.
[ FROM THE ALBANY LAW JOURNAL.]

CONTINUANCE OF SPECIAL RATE OF INTEREST.—When a note is given on
time, with interest at the rate of twelve per cent., the holder after maturity
receiving interest by operation of law and not under the contract, is entitled to
six per cent. only. Duwran vs. Ayer, 67 Mer.

BILLS OF LADING.— When fraudulent bills by general owner of cargo give
no title : spel :  fraudulent delivery by owner wrongfully in possession.
Fraudulent bills of lading of wheat purporting to have been ship, by N at
Buffalo tg' certain canal boats and consigned to defendants at New York, were
made and transferred to defendants, and defendants paid certain drafts drawn
by N against the supposed cargoes. At the time the wheat described was on
board a vessel in transit between Milwaukee and Buffalo, under a bill of lading
which had been transferred to plaintiff as security for the payment of a note of
N discounted to enable him to pay a draft drawn on plaintifl for the purchase

ice of the wheat. Subsequently, without authority of plaintifl, or any act on
its part enabling him to do so, N fraudulently shipped the wheat by the canal
boats mentioned, and delivered it to defendants, they not parting with any value
at the time on the faith of such delivery. /Ae/d, that at the time of the mak-
ing of the false bills of lading, plaintiff was the pledgee and special owner of
the wheat in possession ; that N has no authority to transfer title to the same;
that N’s unauthorized interference with the wheat and delivery to defendants
did not relate back so as to make valid the transfer by the 2;153 bills ; that

intiffl was not estopped from asserting title to the wheat by the interference
of N, and that after demand of the wheat and refusal to re-deliver it, was
entitled to maintain an action for the same against defendants. Judgment
below afirmed. Marine Bank of Buffalo vs. Fisk. Opinion by Allen, J.
[ Decided December 4, 1877.]

NEGOTIABLE INSTRUMENT.—1. Jnstrument given on agreement in contraven-
tion of Section 45 of Bankrupt Law, valid in kands of innocent holder. A
check given upon an agreement in contravention of section 45 of the Bank-
rupt Law, to an assignee in bankruptcy, for compensation for his services

ond the fees allowed by law, while void in the hands of the payee, is

id in the hands of a dona fide holder for value without notice. Judg-
ment reversed and new trial granted. Cowimg vs. Aliman. Opinion by

InAp,

s, J.
2. What sufficient to put on inguiry: check transferved fourteen months
after date. Aj‘;:beck was dated lﬁcz 8, 1871, m({ _pla_ce{; by the maker
in the hands of another person to remain until the happening of a specified
event. On the happening of that event, on May 2, 1872, it was given by
the third party to C, upon the order of the payee. On the same day it
was delivered ? C to a bank, in payment of a note held by it against a
firm of which was a member, and the note surrendered. In an action
against the maker of the check by the assignee of the bank, the defense
was that the instrument was given in contravention of the bankrupt law and
was void. Aeld, (1) that the bank was a holder for value; (2) that while
the date of the check was such as to put a purchaser on inquiry whether
it had been discredited, the fact that it was not delivered to the payee
mtil the 2d of May, 1872, would remove that objection, and the check was
not overdue or dishonored, and the bank was bound to make no further
inquiry, and the maker was liable to plaintiff upon the check, and could
not avail himself of the defense interposed. Boekm vs. Sterling, 7 Term R.
423, followed. /6. [Decided December 18, 1877.]



58 THE BANKER'S MAGAZINE. [July,

BANK CHECK.—AN0! an equitable assignment of the fund drawn on; check in
payment of insurance policy. An insurance company gave petitioner a check
upon a banking institution where it had funds sufficient to meet the check, in
settlement of a policy upon the life of petitioner's husband. Before the check
was presented to the institution on which it was drawn, a receiver of the com-

ny was appointed who withdrew the funds from the banking institution.
feld, that the check did not operate as an equitable assignment of the fund
upon which it was drawn pro fants, and that petitioner was only eatitled to the
rights of a general creditor. (Haines vs. Clark, 3 N.Y. 119; Lunt vs. Bank of
North America, 49 Barb. 221.) Judgment below reversed. A#orney-General
vs. Continental Life Insurance Co. In re Petition of Merrill, opinion by
Church, C. J. [Decided November 27, 1877.]

CORPORATION. —Liabdility of stockholder : stockholder also creditor when not
liable. An action by a creditor of an incorporated company against a stock-
holder, under Section 10, Laws 1848, chapter 40, cannot be maintained when
the stockholder is also a creditor to an amount equal to his stock. The debt
due the stockholder is a defense to this form of action in the nature of an
equitable offset. Accordingly when defendant, who was a stockholder, had
purchased notes against the company and advanced moneys for its use to an
amount in excess of his stock, 4e/d, that he was not liable in an action brought
against him individually by a creditor of the company. Judgment below affirmed.
Matthews vs. Neideg. Opinion by Church, C. J. [ Decided January 15, 1878.]

ESTOPPEL.— When principal bound by representation of . B, a note
broker, was the agent of plaintiff to sel( certain notes made by him. Defend-
ant applied to B to purchase business paper. B sold him at twelve per cent.
discount the notes made by plaintifi, representing them to be business paper.
Held, that plaintiff was bound by the representations of his agents and was
estopped from claiming that the notes were usurious. Judgment below affirmed.
Ahern vs. Goodspeed. Opinion by Folger, ]J.

Ratification of act dme by agent before agency commenced. A representation
as to the character of one of the notes was made by the broker before the note
was in existence. Held, that while plaintiff was not originally bound by such
representation, a subsequent ratification with a knowledge of the facts would
bind him. /4. [ Decided January 15, 1878.]

EVIDENCE.— When parol, admissable to explain writing. Defendant sent to
the cashier of a bank a letter reading thus: ¢ Please discount for Mr. Cummer
to the extent of four thousand dollars. He will give you customers’ paper as
collateral. You can also consider me responsible to the bank for the same.”
Held, that parol evidence of surrounding circumstances was admissible, to show
whether this was intended to be a single credit for §4,000, or a continuing
guaranty to that extent. Judgment below affirmed. Whit’'s Bank of Buffalo
vs. Mjles. Opinion by Earl, J.

Construction of instrument of guaranty : continuing guaranty. In this case,
Cummer was carrying on a continuous business in Buffalo, and doing his bank-
ing business with plaintiff. Defendant was his father-in-law, residing in Canada,
and was desirous to aid him. Cummer had already a large line of discount,
but needed more to enable him to continue business. //e/d, that under the
circumstances the letter was intended as a continuing guaranty. /5. [ Decided
April 16, 1878.]

CHANGE OF STATE BANKS TO NATIONAL.—National banks, as Federal a.ien
cies, are only exempted from State legislation so far as may impair their
efficiency in performing the functions by which they are designed to serve the
Government of the United States. It is only when a State law incapacitates
them from discharging these duties - that it becomes unconstitutional. Z7%omas
vs. Farmers Bank of Maryland, 46 Md.

Under the Maryland Act of 1865, ch. 144, a State bank becoming a National
bank under a new name may still sue, in its old name, a sci7e facias on an old
judgment obtained under its first organization. Such a privilege is not in conflict
with the Act of Congress. J/éid.
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STOLEN SECURITIES.— When purchaser of, protected. The purchaser for value
of siolen negotiable bonds, will be protected unless the circumstances are such
that an inference could be fairly and legitimately drawn, that the purchase was
made with a notice of a defective title in the seller, or in bad faith. It is not
sufficient that a prudent man would be put upon inquiry, nor that the pur-
chaser was negligent. Judgment below reversed. Dultchess Co Mut Ins. Co.
vs. Halchfield. %pinion by Church, C. J.

Evidence to show intent admissible. It was shown in an action to recover
stolen negotiable bonds purchased by defendant, that he had before purchased
of the person from whom he purchased these bonds, a bond stolen at the same
time. After stating as a witness, the circumstances of the purchase of that
bond, and the explanation made by the seller, he was asked this: ‘“Were you
satisfied with the explanation given by Mr. Kendrick, of this other stolen bond
Ll;n;lfﬁon?" Held, that the question was proper. /4. [Decided April 9,
137

THE LAW OF BANK CHECKS.

A recent decision of the Hamilton County (Ohio) District Court affirms the
principle that on default of payment of sight drafts placed to credit of a deposi-
tor, the right of the bank to recall the credit is superior to the right of the
depositor to check against the fund.

e following is a report of the decision :

Charles Jacod, Jr., vs. The First National Bank of Cincinnats. Judge Avery
delivered the opinion in this case. Goettle Bros. gave their check to Jacob for
$1,323, in payment for beef, and the next day the check was presented for
E;yment through the clearing house. When the check was drawn Goettle Bros.

d a balance to their credit of more than enough to pay the check, but this
balance was made up of sight drafts, which they had deposited, on Charleston
and New York, and which had been received as cash on deposit. When the
check was presented three of the drafts, to an amount much larger than the
balance, having been protested, payment was refused. The drafts had bills of
lading attached, and it required all the balance on deposit, except $190, to
make up the deficiency between the proceeds of the bills of lading and the
face of the drafts. The $190 was afterward applied to other drafts of the
same series which subsequently became due. Jacob brought suit on the check
against the bank, and there was a judgment against him in the Court of Com-
mon Pleas, to reverse which he files this petition in error.

Court—As between the payee and drawer a check is an absolute appropria-
tion of the fund, and on notice to the bank binds the fund. This is because
of the common understanding between the bank and its depositors, that money
deposited is there for the purpose of being drawn out by check. But when
sight drafts of depositors are received as cash, there is an implied condition
that they shall be paid, and on default of payment the right of the bank to
recall the credit is superior to the right of the depositor to check against the
fund. Nor in the event of the bank resorting to bills of lading securing the
drafts, would the holder of the check have the right to maintain an action
against the bank for any balance that might be left, because a check is not in
its nature an assignment of what ultimately may be due as between the bank
and its depositor, but is confined to a particular fund, Where there is no such
fand on which as against the bank the depositors would have the right to draw,

there can not be any privity between the holder of the check and the bank,
enabling him to maintain an action against the bank. Judgment affirmed.
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INQUIRIES OF CORRESPONDENTS.
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE.

I. NATIONAL BANKS AND MORTGAGE BONDS,

Do you consider there is anything in the law preventing a National bank buy-
ing first-class R. R. mortgnge gonds—even in excess of ten per cent. of its capi-
tal? Would not such bonds rank as commercial paper?

REPLY.—National banks have only such powers as are expressly given, or
result by necessary implication from the language of the Bank Act. There is
nothing in the act expressly authorizing the purchase of railroad mortgage bonds,
- mor can the authority be inferred from the provision giving banks ‘‘all such in-
cidental powers as shall be necessary to carry on the business of banking, etc.,
etc.” Buying railroad mortgage bonds cannot be necessary to the business of
banking, even if the bonds are *first-class ;”” and the act establishes no criterion
by which their character can be tested. We think, therefore, as a general
proposition, that National banks have no right to invest in such bonds, and this,
in effect, was the decision in Weckler vs. The First National Bank of Hagers-
town, 42 Maryland Rep., 581. This was an action for deceit in the sale of
Northern Pacifics, which bonds the bank was engaged in selling on commission.

There is, however, this exception to the rule, which was established by the
Supreme Court of the United States, in case of First National Bank of Char-
lotte vs. Nationa! Exchange Bank of Baltimore, 92 U. S., 122, viz,, that a
bank may take stock, bonds, or similar securities, in payment or compromise
of a doubtful debt, in order to avoid loss and with a view to convert the
securities into money. It is also generally understood, and has been so decided,
that a bank may receive a deposit of such bonds, of stocks (not its own ), and
of any other personal chattels, as security for loans. Railroad bonds are nego-
tiable instruments, but they are not commergial paper.

II. RESERVES OF NATIONAL BANKS.

If a National bank owes another National bank, say $ 10,000, and has on
hand National bank notes $ 10,000, why are they not a lawful reserve so far
as the balance or debt is concerned, when they are virtually lawful money in
the hands of the debtor bank? See sec. 74 or 5,196.

REPLY.—We think not. By sec. 5,191 of the U. S. Revised Statutes, the
reserves of National banks must be kept in lawful money, 7. ., gold, silver
coin, and Treasury notes, and by sec. 5.192, three-fifths of said reserves may
be kept in certain balances and Clearing-House certificates, which are deemed
“lawful money” for that purpose. These reserves are held against their
aggregate deposits and notes in circulation, and not for the payment of any one
creditor especially. Even if the $ 10,000 debt to the other National bank were
the only liability, we doubt whether the provisions of sec. 5,196 would then be
so inconsistent with secs. 5,191 and §,192, as to overrule the positive require-
ments of those sections. Sec. 5,166 only makes the National bank notes on
hand a legal tender to discharge this particular debt.
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I1II. THE RELATION OF A BANK TO PAYEE oF A LosT CHECK.

First proposition.—A delivers his check on the Bank of B to C, payable to
the order of the latter, and before indorsin.i same, C loses it. Query. Should
the bank, upon being notified by C, of such loss, and the tender by him of an
indemnifying bond, pay the amount of the lost check to C?

Second proposition.—A delivers his check on the Bank of B to C, which check
is made payable to the order of D; C remits the same to D, but it is lost in
the transmission. ‘

Query 2. Should the Bank of B, upon being notified of the above facts, and
being tendered an indemnifying bond by D, pay the amount of such check to
him ? '

3. Would the duty of the bank, or the rights of parties under the foregoing
statement of facts, be any different if checks had been sold by the drawer,
instead of being delivered by him for a previous indebtedness ?

4- Upon the first statement of facts, what course should C pursue to recover
the money? and what course should C or D pursue upon the second statement
of facts? :

If it be concluded that delivery of check amounts to an equitable assignment
of money in drawer’s hands as between drawer and payee, but not as to bank
until presentment of check, can it be claimed, or has it been held, that second-
ary evidence of contents of check, identity of parties, proof of issuance and loss,
and tender of bond of indemnity, would amount to presemément so as to charge
the bank? )

REPLY.—The answers to these questions must depend upon whether a check
is an assignment of funds in the bank. There are decisions by the. Courts of
some of the States that a check, as between drawer and payee, works such an
assignment of the funds upon which it is drawn, and that this assignment is
binding upon the bank, as soon as it has notice of the check, so that it may be
sued thereon by the payee. This view is maintained in Daniel on Negotiable
ZInstrumen.s, where our correspondent will find the cases cited and the argu-
ments in sapport of it well stated. We think, however, the better doctrine to
be that a check is not such an assignment (see the authorities cited in last
March number, page 736 ), and answer the queries upon that theory.

1. No. The bank could not be sued upon the check, were it in existence,
still less can it be compelled to pay upon a bond of indemnity.

2. No; for the same reason.

3. We do not see how the duty of the bank towards C and D, or their rights
against the bank, would differ in either case, except as stated hereafter.

4. Upon the first state of facts C should notify the bank and A of the loss,
tender A an indemnity, and demand a new check, or sue him upon the lost
check, and upon the consideration given for it.

Upon the second state of facts, D may tender A an indemnity, and sue him
upon the lost check, and D must do this if the check, when lost, was at his
risk. If the check was not at the risk of D, we think C, tendering an indem-
nity, might sue A for the amount paid for the check, if it was sold to him,
or upon the original indebtedness, if it was given to C in payment of such
indebtedness. C, of course, could not sue on the check itself, because that
was drawn to the order of D.

Upon the last part of the query, we have seen no decision, but have no -
doubt, upon general principles, that, in any jurisdiction where a check, upon
presentation, is held to be an assignment binding upon .the bank, the facts
stated would amount to a sufficient presentment to charge the bank.
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IV. THE TRANSFER OF STOCK HELD AS COLLATERAL,

In transferring stock pledged as collateral security, is it necessary in this
State [ Massachusetts ] to mention wAa¢ it is collateral for, and if so, to what
extent must the note be described? If the lender simply holds the certificate,
taking only a power of attorney, the stock may be attached for debts of bor-
rower ; while if it be adsolutely transferred to the lender, he assumes the
liability of a stockholder. To escape such a dilemma, the shares must be
transferred ‘‘as collateral security.” What further is essential ?

REPLY.—We find in the Gemeral Statutes of Massachusetts, chap. 68, sec. 13,
the following provision :

¢ In transfers of stock as collateral security, the debt or duty which such
transfer is intended to secure shall be substantially described in the deed or
instrument of transfer. A certificate of stock issued to a pledgee, or holder of
such collateral security, shall express on the face of it that the same is so
holden ; and the name of the pledger shall be stated therein, who alone shal
- be responsible as a stockholder.”

This is a substantial re-enactment of a statute of 1838, before the passage of
which it is understood to have been decided that one who accepted a transfer
of stock in a corporation, upon the books thereof, though as collateral security,
became a stockholder, and liable as such. This being the law, the statute was
passed to enable a pledgee to hold stock without liability; but in order to
avoid that liability, we think the course prescribed by the statute must be
strictly followed. What is a ‘‘substantial description” of a debt or duty, in
this connection, has not been decided, but we do not think that any descrip-
tion of a debt is *substantial” which does not include the name of the debtor,
amount of the debt, the time when it is due, and the rate of interest, if it
bears interest.

Since the statute, it has been frequently held that one who takes a transfer
of stock absolute, in form, and has a corresponding certificate issued to him, is
a stockholder, though the transfer between him and the person making it was
a mere pledge. And we do not think a simple statement in the transfer that
it is made as collateral, without saying to what, can be enough to free the
pledgee from liability.

The necessity for taking a transfer upon the books of the corporation, arises
from the fact that in Massachusetts stock may be attached on mesne process,
and such attachment would take precedence of a pledge, of which no notice
has been given to the corporation.

V. REMITTANCES FOR COLLECTIONS.

A bank at Jefferson, Texas, sends us a collection drawn ‘‘With exchange on
St. Louis or New York. Have we a right to remit in exchange on Jeflerson,
Texas, for face of the collection?

REPLY.—You may adopt for yourself such rates of charge for collecting and
remitting as may seem proper; but if you announce that you remit ‘¢without
charge beyond current rates of exchange,” it would not be consistent there-
with to remit a check of less value than the exchange called for on face of the
collection.
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VI. RESPONSIBILITY OF BANKS FOR COLLECTIONS.

A bank receives for collection a draft on a distant point, and employs a bank
at that point, in good standing, as per Commercial Agency Reports. The
bank oolY:cts delivers \3) the draft, remits its check on New York in payment,
which is at once forwarded for payment, the customer receives credit for col-
lection paid. The bank check is returned protested, and on same day the
drawer fails. Is the collection completed when credit is given customer, or is
that an entry subject to payment of check, or only to be a legal transfer of
funds to customers’ use, when the check is duly honored? And can the cus-
tomer be called on to refund in equity, or by law, or does the bank lose the
amount credited the customer, which was not current funds till paid to said
bank’s New York correspondent?

REPLY. —We do not think the receipt of the check on New York, if due
diligence was used in presenting it for payment before the failure of the drawer,
would amount to a receipt of the proceeds of the collection ; and the fact that
the customer received credit for, or was allowed to draw he amount of the
check, was, at that time, a mere gratuitous accommodation o him which ought
not to affect the legal rights of the parties. Your right, therefore, to cancel
the credit given for the collection, or to recover back the amount thereof, if
the customer was allowed to draw it out of the bank, must depend upon your
responsibility for the failure of the collecting bank. If you are responsible for
its solvency you are liable to your customer for this collection.

Upon this question, viz., whether, when a bank receives, for collection, a
deposit of negotiable paper, payable at a distant place, it is responsible for the
acts, or defaults, of the agents, or correspondents to whom it commits the
paper for presentment upon the parties liable thereon, the law differs in different
States. In New York and Ohio the receiving bank is responsible, while in
Massachusetts, Connecticut, Maryland, Louisiana, Pennsylvania, Missouri, Illinois,
and Wisconsin, it is not responsible, if it has used reasonable and proper care’
in the selection of its agents or correspondents. It has been supposed that the
Courts of the United States followed the Massachusetts rule, but it has been
recently decided by Judge Wallace in the Circuit Court for the Second Circuit,
in Kent vs. Dawson Bank, 13 Blatchford’s Reports, 237, that the New York
rule is the correct one. This, however, was in a New York district, and other
Circuit Judges may decide differently.

The New York rule follows strictly the doctrine of the law of agency, that
when one, as principal, contracts to fulfill a duty towards arother, he is liable
for any default, whether on his own part or that of those to whom he delegates
the duty; and this receives the commendation of Daniel, in his work on Nego-
tiable Instruments, who says :

¢t Any other rule opens the door to carelessness in the conduct of banking
business, which should be conducted with every safeguard to the customer who
intrusts his inteiests to the keeping of such agents. If they are averse to deal-

ing with distant and unknown parties they should decline undertaking the col-

lection or handling of the J)aper, and if they assume it they should do so for
sufficient compensation, an

be held responsible. If unwilling to take chasge
of the collection under this implied understanding, they should insist on a
special contract, or refuse it.”

On the other side it is said, that, the whole duty of a bank receiving a note
for collection is, seasonably to transmit the same to a suitable bank or other
agent at the place of payment ; that the customer knows perfectly well the
bank in the usual course of business will have to employ an agent in a distant
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place, and expects it to do so, and as matter of law, wherever the busi-
ness of an agent is such that the employment of a sub-agent is necessary, and
is so understood by the party employing him, the agent is not responsible pro-
vided he makes a fit and proper selection. Further, that collections are either
made gratuitously, or for a very small commission, and the consideration received
is too small to sustain the inference of an agreement to be responsible for the
solvency and good conduct of all subsequent banks and agents whom it may be
necessary to employ ; that such an insurance should call for a large premium,
and can only arise from an express contract.

Upon the whole, we think the latter rule the better, and it certainly seems
to be the more popular throughout the United States.

It should be added that these rules are only applied in cases which are
unaffected by any general usage prevailing among banks where the note is
deposited, or any special contract, or understanding between the parties. It is
always open for the bank to show that there is a general usage, or understand-
ing, that it shall not be liable, or that the paper was received ¢for transmis-
sion” merely. In fact where the New York rule prevails, we suppose the
banks, generally, protect themselves by a special agreement or understanding
that the paper is received ‘‘for transmission,” or something of that sort. This
inquiry comes from Iowa, where the question appears to be still an open one,
and it is consequently impossible for us to guess which of the preceding rules
the Courts of Iowa will adopt. Our correspondent will find an interesting dis-
cussion of the question in Aorse on Banking.

VII. Is A WAIVER OF PROTEST AN INDORSEMENT ?

Does the fact of a party signing a waiver of protest on the back of a note
before maturity, make him holden on the note the same as though he had pre-
viously indorsed it? In the case in question the party’s name only appears
under the waiver.

REPLY.—We assume that, after the delivery of the note, and while it is in
the hands of the holder, a person not previously liable on the note, puts his
name on the back thereof, under a waiver of protest. It is impossible to sup-
pose that a mere waiver of protest is intended by this signature, because the
writer thereof has no authority to waive protest for any one liable. On the con-
trary it must be taken to be an indorsement waiving protest. The effect of
such an indorsement is well settled. It amounts to a guaranty of the payment
of the note when it becomes due; and authorizes the holder to write such
contract of guaranty over the signature of the indorser, in case it becomes nec-
essary to bring a suit against him.. This guaranty, however, is a new contract,
collateral to that of the maker of the note, and can only be enforced against
the guarantor upon proof of a new and separate consideration given for his
signature ; and this consideration must be averred and proved. In this respect
it differs from an ordinary indorsement, or from an indorsement similar to this,
but made de¢fore the delivery of the note. In the latter case the contract is
supported by the original consideration, because the payee is supposed to have
parted with something valuable upon the strength of the liability of the party
who puts his name on the note. For remarks upon that contract see reply and
decision of Supreme Court of the U. S., in our last May and December

numbers.
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THE BANKERS' CONVENTION OF 1878.

At a meeting of the Executive Council of the American Bankers’ Association,
held on June 8th, at their office in this city, it was decided that the annual con-
vention required by the constitution shall be held at Saratoga, on the 7th, 8th,
and egth of August next. The following circular to banks and bankers has been
issued :

““ You are earnestly invited to attend the various sessions of the convention,
and to take part in the proceedings. The objects which the convention has in
view are numerous, and some of them are of such importance that every indi-
vidual connected with the .banking business, either as an officer, a shareholder,
a director, or a dealer, is personally interested. For obvious reasons, it is this
year particularly desirable that a large delegation should attend from all parts
of the United States. The time has arrived when our banks and bankers must
recognize the necessity of acting together, and of cultivating a cleser union for
great common objects, conducive alike to the revival of business, the improve-
ment of public and private credit, the stability of our financial system, and the
general prosperity oiP the country. We intend to send you, in a few days, a
copy of the addresses and proceedings of this Association before the Committee
of Ways and Means, and its Sub-Committee, at Washington, during the session
which is now closing. The subjects of this report have so close a relation to
the financial and industrial, the agricultural and manufacturing, interests of the
tountry, that a conspicuous place will, no doubt, be given to them in the pro-

e of our annual convention.

“You will receive further information as to the topics and the speakers,
when our Committee of Arrangements have perfected their plans. Since the
war the banks have been singled out for heavy, invidious and mischievous tax-
ation. In 1865, when the corresponding war taxes on other interests were
removed, the war taxes of the banks ought also to have been taken off. We
are informed by Congressmen of influence, that if we had appealed to Congress
with the other suffering interests, we should, with them, have obtained relief.
We neglected to do so; and the Federal taxes on the banks, which, through
them, do the business community so much harm, are almost the only surviving
relics of those special taxes which an enlightened fiscal reform designed to sweep
away at the close of the war.

‘“Besides this question of tax-repeal, which is so vital to the prosperity of
business and to the very existence of many banks in certain parts of the
country, there are other practical subjects which have been suggested for the atten-
tion of the convention. Among these is the unrestricted power to issue munici-
Fal, county, and other bonds, by which heavy burdens of taxation are being
oisted upon the people. These burdens are now so galling as to be a frequent
menace to our public credit at home and abroad. It is to be feared that unless
judicious restrictions stop the reckless issue of bonds, the outcry for repudiation
may gain strength ; although it is evident that the issuers of such bonds are the
men who should be punished, and not the honest holders who have given their
money in good faith for them.

*In introducing the various discussions during our three days’ sessions,
addresses will probably be given on the historfv of our banking system in the
United States, with a comparison of its chief features with those of foreign
banking systems ; on the agency of the banks here and abroad in negotiating
Government bonds, and in the refunding of public debts; on the relations of
our banks to the Treasury, under the existing laws of the United States; and

" on other subjects illustrating the present economic state and prospects of the
nation, the growth or decadence of wealth and productive power, the influence
of banks upon public and private credit, the true principles of currency reform,

. and the financial evils which, by weakening .the foundations of the banking

5
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system, inflict weakness upon all kinds of industry, commerce and material
progress throughout the country.

‘“We shall be glad to hear from you on any of the foregoing topics, at your
earliest convenience. The present circular is chiefly intended as a preliminary
announcement of matters upon which we wish to consult you, and other repre-
sentatives of the State and National banks, the Saving institutions, the private
banks, and the trust companies, throughout the United States.—Yours truly,

“ JAMEs BUELL, Secretary.”

Usury Laws AND NATIONAL BANKs.—Besides the cases reported in this
number of the BANKER'S MAGAZINE, another suit has recently been decided
which involved an important question in usury law This was in the Court
of Common Pleas of Philadelphia, being that of Charles P. Meloney vs. The
Third Nationa! Bank, and was an action to recover back excessive interest
alleged to have been paid upon notes extending over a period of several
years. Suit was not brought, however, until after six months had elapsed
from the last alleged anment of interest.

Counsel for the bank thereupon put in a special plea, reciting the Act of
Assembly of Ma{ 28th, 1858, fixing the rate of interest in this State at six
per cent, and limiting the time in which actions to recover back wusurious
payments may be brought to six months. The plaintiff demurred to this plea,
on the ground that, as the bank was the creature of an Act of Congress,
the State law of 1858 was not applicable to it. To this demurrer the bank -
made answer that, as the remedy invoked by the plaintiff was given by the
State law and not by the Act of Congress, such remedy was clearly subject
to the restnctions of the law giving 1t. The Court sustained the plea of
the bank and overruled the demurrer.

HENRY CERNUSCHL—The remarkable career of M. Cernuschi as a successful
speculator is thus described in a recent Paris letter:

M. Cernuschi is a very extraordinary man. He and Alessandro Castellani
fought side by side behind barricades in the old Italian revolution. Cernuschi
left Italy and came to France after political events had rendered an Italian resi-
dence temporarily distasteful to him. He lived modestly here for some time,
but was soon employed by M. Ani:) in the Bureau of Longitudes, and his
remarkably versatile talent soon displayed itsell in many ways. His views on
paper money brought him into relations with the administration of the Bank of
France, and he was soon allowed to become the agent for a loan. At this
business he accumulated several millions of francs, the foundation of his present
colossal fortune. Then he went rapidly forward. A Republican of Republi-
cans, of course, he became embroiled with the Empire, which expelled him
from the country. He came back after Sedan and naturalized himself a French
citizen, saying that he had not the right of doing so when France was t
and glorious, but that he gladly joined his fate to hers when she needed help.
Then came the Commune, and Cernuschi had an extraordinary escape. He was

ut up against a wall to be shot by the Versailles troops, when an officer who
ad seen him in Rome—an officer who had been on duty to protect the Papal
power—recognized and saved him

¢“He is wonderfully acute in business. Shortly before the Franco-Prussian
war came on, he bought up all the cognac in the market oi Bordeaux and sent
it to London. Meeting M. Castellani in that city, he invited him to dinner,
and in the course of the repast remarked, ‘Oh, 1 made 800,000 francs to-day
out of that little speculation in cognac.” When he started on his journey round
the world, Castellani advised him to keep a sharp lookout for fine Japanese
bronzes Cernuschi crganized a caravan in Japan, went far into the interior,
and brought back the materials for this splendid museum. which we had the
pleasure of seeing last month. There are few parks, if any, in the world,
which have, like the Parc Monceau, a palace like that of M. Menier at one
end, and a mansion like that of M. Henri Cernuschi at the other of its
rich and verdurous lawn.”
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Notice. —The Second Edition of the BANKER'S ALMANAC AND REGISTER for
1878, will be issued early in July. Copies of the new volume forwarded to any
address for Three Dollars. The ¢ Cashier’s Supplement,” comprising the Bank
Lists of the United States and Canada, with the Alphabetical List of Cashiers,
&c., will be issued at the same time, and forwarded without charge to all
subscribers to the First Edition. 1. S. HOMANS, Publisher.

CoNGRESs —Among the bills which failed to pass, that of the repeal of the
Resumption Act was happily one. The amended bill which the Senate con-
verted into a bill making greenbacks receivable at par for subscriptions to the"
new four-per-cent. loan, and also. after October 1st, for customs duties, was

. finally defeated in the House, on May 1gth. A two-thirds majority was neces-
sary to pass it, and the vote was 140 for, to 105 against it, less than the re-
quired number

One of the later bills passed by Congress, was that for the government of
the District of Columbia. The bilf provides that hereafter the Secretary of the
Treasury shall pay the interest on the 3.65 bonds of the District of Columbia,
issued in pursuance of the Act of Congress approved June 20, 1874, when the
same shall become due, and all amounts so paid shall be credited as a part of
the appropriation for the year, by the United States, towards the expenses of
the District of Columbia.

THE CANCELLATION OF LEGAL-TENDERS to the extent of eighty per cent. of
new National bank circulation issued, was stopped on May 28th. The followin
bill passed the Senate on that day by a vote of 41 to 18: ¢‘Be it enacted,
¢tc., That from and after the passage of this act it shall not be lawful for the
Secretary of the Treasury or other officers under him to cancel or retire any
more of the United States legal-tender notes, and when any of said notes may
be redeemed or be received into the Treasury under any law, from any source
whatever, and shall belong to the United States, they shall not be retired, can-
celled or destroyed, but they shall be reissued and paid out again and kept in
circulation, provided that nothing herein shall prohibit the cancellation and
destruction of mutilated notes and the issue of other notes of like denomination
in their stead, as now provided by law. All acts or parts of acts in conflict
herewith are hereby repealed.”

The bill having already passed the House was approved by the President.
The Secretary of the Treasury therefore cancelled no legal-tender notes for
the month of May, although the increase of National bank notes during the
month called for the withdrawal of over $1,600,000. The amount of legal ten-
ders left outstanding is, therefore, $ 346,681,016, and all hope is abandoned of
reducing the total to § 300,000,000.

THE INTERNATIONAL SILVER CONFERENCE —The third section of the Sil-
ver bill directed the President ‘‘to invite the countries composing the Latin
Union, and such other European nations as he might deem advisable, to
join the United States in a conference to adopt a common ratio between
gold and silver, for the purpose of establishing, internationally, the use of
bi-metallic money.” The conference is to be held within six months of the
passage of the act (February 21st). Thre: commissioners, to be paid
$2,500 each and and their expenses, are to be appointed by the President.
The governments of France, Italy, Russia, Hungary, Holland. Switzerland, and
Greece, have accepted the invitation, leaving England aad Germany the only
important countries to be heard from.
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THE BANKRUPT LAW was finally repealed on May 28th, the House of Rep-
resentatives having concurred in the Senate amendment. The bill was signed by
the President May 31st, the text being as follows:

*‘Be it enacted, &c.

*“That the Bankrupt law, approved March 2d, 1867, Title 61, Revised

Statutes, and an act entitled an act to amend and supplement an act entitled an
act to establish a uniform system of bankruptcy throughout the United States,
approved March 2d, 1867, and for other purpouses, approved June 22d, 1874,
and all acts in amendment or supplementary thereto, or in explanation thereof,
be and the same are hereby repealed. )
_ ““Provided, however, that such repeal shall in no manner invalidate or effect
any case in bankruptcy instituted and pending in any Court prior to the day
when this act shall take effect; but as to all such pending cases, and all future
proceedings therein, and in respect of all pains, penalties, and forfeitures which
shall have been incurred under any of said acts prior to the day when this act
takes effect, or which may be thereafter incurred, under any of those provisions
of any of said acts which, for the purposes named in this act are kept in force,
and all penal actions and criminal proceedings for a violation of any of said
acts, whether then pending or thereafter instituted, and in respect of all rights
of debtors and creditors ( except the right of commencing original proceedings
in bankruptcy ), and all rights of and suits by or against assignees under any or
all of sauf acts in any matter or case which shall have arisen prior to the day
when this act takes effect ( which shall be on the. 1st of September. 1878), or
in any matter or case which shall arise after this act takes effect, in respect of
any matter of bankruptcy authorized by this act, to be proceeded with after
said last-named day, the acts hereby repealed shall continue in full force and
effect until the law shall be fully disposed of, in the same manner as if said
acts had not been repealed.”

REDEMPTION OF FIVE-TWENTY BoNDs.—The Secretsry of the Treasury
- issued in June, two calls of § 5,000,000 each, for the redemption of five-twenty
bonds of 1865, consols of 1365. The following are the descriptions, all num-
bers being inclusive :

Fifty-ninth call, June 5. Matures September 5.

Coupon Bonds.—Dated July 1, 1865, namely: § 50, Nos. 59,001 to 60,000 ;
$ 100, Nos. 101,001 to 103,000; $ 500, Nos. 69,001 to 72,000 ; $ 1,000, Nos.
125,001 to 130,000. Total coupon, $ 2,500,000,

Registered Bonds.—‘ Redeemable at the pleasure of the United States after
the 1st of July, 1870,” as follows: § 5o, Nos. 2,051 to 2,100; § 100, Nos.
16,601 to 17,150 ; $ 500, Nos. 9,701 to 10,000; $ 1,000, Nos. 32,201 to 33,100 ;
$ 5,000, Nos. 8,701 to 8,900; 10,000, Nos. 16,251 to 16,75¢. Total regis-
tered, $2,500. Aggregate, $ 5,000,000.

Sixtieth call, June 20. Matures September 20.

Coupon Bonds.—Dated July 1, 1865, namely : $ 50, Nos. 60,001 to 62,000 ;
® 100, Nos. 103,001 to 105,000; & 500, Nos. 72,001 to 74,000; § 1,000, Nos.
130,001 to 135,000. Total coupon, $ 2,500,000,

Registered Bonds.—*‘ Redeemable at the pleasure of the United States after
the frst day of July, 1870,” as follows : $ 50, Nos. 2,101 to 2,200 ; § 100, Nos.
17,151 to 17,600; #$500, Nos. 10,001 to 20,200; $1,000, Nos. 33,101 to
33,700; 8 5,000, Nos. 8,901 to 9,100; & 10,000, Nos, 16,751 to 17,100. Total
registered, § 2,500,000. Aggregate, $ 5,000,000. .

The record of calls for redemption of 5-20's since April 11, the date of sign-
ing the contract for $ 50.000,000 of four and a half per cents. stands as follows :
May 1, $5,000,000; May 6, §5,000,000; May 22, $5,000,000; June g,
$ 5,000,000 ; June 20, $ 5,000,000. Total, §25,000,000.

New York.—The East River National Bank has resolved to reduce its
capital stock from @§ 350,000 to $250,000. The president of the bank says
that the main reason for contracting its capital is the fact that the real
estate, which represents much of that capital, gx.s shrunken enough to diminish
its actual worth by $100,000. The method will be to retire 4000 out of
its 14,000 shares of capital stock, the same to be divided pro rata among
stockholders, and with their full consent.
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THE NATIONAL TRUST CoMPANY.—Mr. William J. Best, the receiver of the -
National Trust Company, who was appointed December 15, 1877, announced in
June the final dividend of twenty-five per cent. to depositors. There had
already been paid one dividend of fifty and another of twenty-five per ceat.,
and now the depositors of that institution are receiving the full amount of their
claims. Of the $2,000,000 of securities owned by the company sbout ninety

cent. or $ 1,800,000 had no fixed market value. [tis hoped that the stock-
olders may finally realize twenty-five or thirty per cent.

D1viDEND.—The receiver of the suspended Oriental Savings bank has been
authorized by the court to pay the depositors a dividend of twenty per cent.,
being the first dividend declared.

DuNcaN, SHERMAN & Co.—In December, 1875, the Trenton Banking Com-
pany obtained jud.ﬁment for $ 136,368 against Duncan, Sherman & Co., bankers,
of this city, the debt having accrued in Jfuly of that year. Defendants were
New York agents of plaintiffs, who, before appointing them, made inquiries and
were told that defendants owned the banking house and the adjoining premises.
After this the defendants failed and it was ascertained that a deed ?)% the prop-
erty was given to Alexander Duncan some years before. The plaintiffs then
brought suit against Alexander Duncan to set aside the conveyance. On May
27th, Judge Van Brumt, in the Supreme Court, decided that, whatever the
public reputation was the record showed that the banking house and the house
on Pine Street did not belong to the new but the old firm, but an actual,
unrecorded conveyance, not made in fraud of creditors, took precedence of a
subsequent judgment. Complaint was, therefore, dismissed.

MINING STOCK EXCHANGE—ELECTION OF OFFICERS,—The New York Mining
Exc e held on June 3d, its annual election. There were no less than ten
tickets in the field, the difference being chiefly as to the Committee on Securi-
ties The only opposition to the general officers as proposed by the regular
ticket, was as to the Chairman, for which office there was a close contest
between Mr. L. W. Badger and Mr. A. W, Peters, independent. The result
of the election was as follows :

President, George B. Satterlee ; Vice-President, H. C. Hardy ; Chairman, A.
W. Peters; Secrrtary, H] Wyman Morris; 77easurer, John Stanton, Jr.;
Assistant Secretary, R. H. Gallagher, Jr. :

Committee on Securities.—S. V. White, John F. Scott, Spencer Trask, Platt
K. Dickinson, H. J. Rogers, Frederick Hardy, R. K. Cooke.

Governing Committee (three years ) —James C. Godfrey, Rufus Hatch, James
Francis, R. H. McJimsey, James T. Soutter, D. A. Boody, (two years) R.
M. Shaw.

Finance Committee.—C. O. Morris, L B. Newcombe, C. M. Stead, John M.
Macpherson, George H. Kennedy. .
Membership Committee-—]. ]. Thomas, A. J. F. Vandeventer, Louis Haight,

Gustave Leo, Charles H. Meigs, W. H. Barbour, J. W. Burnham.

WiILLIAM M. VERMILYE, founder of the well-known banking house of Ver-
milye & Co., died, June 18th, at his residence in this city. Mr. Vermilye was
born in New York, September 30, 1801, and began his business career as a
clerk in the office of 7The Commercial Advertiser, and shortly afterward entered
the employment of the Chemical Bank. When the Merchants’ Exchange Bank
was organized, in the Spring of 1830, Mr. Vermilye was chosen cashier, holding
that position until 1840, when he became cashier of the Manhattan Banking
Association. In 1846 Mr. Vermilye succeeded Newton Perkins as treasurer of
the Ohio Life Insurance & Trust Co., and retained that office until 1849, when
he entered into partnership with his brother and George Carpenter, as one of the
firm of Carpenter & Vermilye. In 1858, Mr. Carpenter retired from business,
when the house was reorganized under its present name of Vermilye & Co In
1868 Mr. Vermilye retired from active partlcipation in business. He held many
important offices of trust and honor during his life, being for more than twenty
years a director of the Mutual Life Insurance Company; Vice-President, and
for several months President, of the Mechanics’ Banking Association ; treasurer
of the University of the City of New York ; and for some time president of the
St. Nicholas Society. .
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IowA.—The suit of the Charter Oak Life Insurance Company, against Hoyt
Sherman, assignee of B. F. Allen, involving the ownership. of Allen’s real
estate, amounting to several hundred thousand dollars in value, and known as
the ‘¢ Blanket Mortgage” case, was decided on May 22d, in the United States
Circuit Court at Des Moines, in favor of the assignee and general creditors.
The Court held the mortgage a fraud upon the creditors at common law, and
did not rely upon the provisions of the Bankrupt law to declare it fraudulent
and order it cancelled. It also held that the withholding of the mortgage from
record, in connection with other facts, was proof of an intended fraud to be
committed on the other creditors. The court stated that the firm of Allen,
Stephens & Co. was started in New York without a dollar of capital, and even

g for their office furniture with depositors’ money. The Cook County
ﬁa‘tiona.l Bank of Chicago was reduced to insolvency in 1873, by Mr. Allen
drawing therefrom funds to pay money due the old Mississippi and Missouri
Railroad in his hands as receiver. Mr. Allen was commercially bankrupt
before he went to Chicago. The Court reviewed the evidence at f;ngth. and
was emphatically severe and denunciatory on the frauds permeating the whole
of this business. The opinion was a long and able one, delivered by Judge
Love, Judge Dillon concurring.

MARYLAND.—Felix A. Savin, cashier of the Union Banking Company of
Baltimore, and M. D. Savin of New York, were found guilty in March last of
conspiracy to defraud the Sargent Bros., of New York, by fraudulent certificates
of deposit, issued by the Banking Company. On June 6th, they were each
sentenced, by the Criminal Court of Baltimore, to one year’s imprisonment in
jajl, their sentence to date from the day of their conviction.

NEwW HAMPSHIRE.—The question as to the right of a City to tax a bank’s
surplus came up in the New Hampshire Supreme Court in a .suit between
the City of Dover and the Strafford National bank, and was decided in favor
of the City. The disputed tax was assessed in 1875 on a surplus of $70,000.
The difference against the bank is about $1,200 yearly.

THE EXPENSES OF SAVINGS BANKS.—The follownﬁ‘ letter has been addressed
to the Savings Banks of New York State, by Mr. H. L. Lamb, Acting-Super-
intendent of the Banking Department.

STATE oF NEW YORK, BANK DEPARTMENT, )
ALBANY, June 13, 1878. )

I desire to call your attention to the matter of the expenses of your insti-
tution. I find, as a %;,neral rule, that the expenditures for the conduct of
the Savings banks in New York much exceed those of the New England
Savings banks. At the present time, in view of the downward tendency in
prices and the appreciation in the currency dollar for all buying purposes, a
reduction in salaries, fixed during the period of inflation and depreciated cur-
rency, seems to be reasonable and equitable as respects the employee. And, in
the popular inclination to impute self-seeking to trustees of Savings banks, often
with great injustice, immediate reform, wherever it can be properly made,
and rigid economy in all cases in Savings institutions, would have a reassuring
effect. The depositors have the right to claim this; the theory of Savings
banks requires it; and the Savings Bank Act enforces it. (Sec. 33.)

In several cases where special conditions seemed to me to demand decisive
action, I have made suggestions to the trustees for economy. Upon reflec.
tion, I regard the matter as ome of such moment at this time as to be
worthy of the early consideration of the trustees in all Savings banks. If
there is any class of institutions which may justly be expected to set an example
of rational frugality in expenses, it is the Savings banks. ]

I shall be happy to hear from each Savings bank that its trustees have
taken this subject into consideration, and acted in the way, according to its
condition and affairs, which are best understood by its trustees, which seems
to them most useful and beneficial.

I respectfully request that this letter be presented to the trustees of each
Savings bank to which it is sent, as early as possible, by the officers who

may receive it.—Very truly yours, .
HENRY L. LaMB, Ading Superintendent.
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NEw YORK.—The Washington County National Bank, Greenwich, was closed
on June 6th, by special order from Washington. Investigations show that great
rascality has been practised by the officers, and the entire capital of $200,000
is wiped out. The stock is held by farmers and others, who cannot afford their
losses ; the proprietors of the Washington Machine Works, and firms connected
with them, owe the bank some $ 120,000.

Edwin Andrews, cashier of the above mentioned bank, committed suicide, by
hanging, on June 1gth.

PENNSYLVANIA.—One of the last acts of the Pennsylvania Legislature, before
its recent adjournment, was to pass a bill fixing the rate of interest in that
State at six per cent. All former usury laws were repealed, and all bank-
ing institutions were included in its provisions It thus attacks the specially
chartered organizations. This is in violation of the provisions of the contract
between those banks and the State, entered into through their charters, and
is an infringement upon the vested rights of the stockholders As there are
about forty specially chartered banks in Pennsylvania which were permitted
to charge more than six per cent. interest on loans, it is expected that the
constitutionality of the act will be tested in Courts. The bill further provides
that where usurious interest is charged, the debtor may have the excess
deducted from his debt, and where the whole debt has been paid, the
debtor may, any time within six months after such payment, bring a suit to
recover the excess. ABoma fide holders of negotiable p:ger are exempted from
the provisions of the act. "It is hardly to be expected that such a law will
stand the test of legal examination, but its effects will be -no less mischiev-
ous and annoying. '

AUTHORITY OF CASHIER TO CERTIFY CHECKS.—The Supreme Court of
Pennsylvania, by a recent decision in the case of Dorsey vs. Aérams, held that
where a check on its face shows that it was not drawn in the usual course of
business, and is not a commercial check, the cashier of the bank on which it
is drawn, has no power to bind the bank by certifying the check as good.
Accordingly, where a check payable to bearer, had indorsed upon it the words.
‘‘To hold as collateral for 1,000 P. T. oil, etc,” Aeld, that an indorsement by
the cashier that it was good when properly indorsed, would not bind the bank.

CANADA.—The banks named below have declared dividends, as follows, for
the current half year; the figures in brackets indicating the total dividend for
the past year :

Bank of Hamilton, 4 (8); Bank of Toronto, 4 (8); Banque Ville Marie,
3 (6); Banque de St. Jean, 4; Consolidated Bank of Canada, 3 (6%);
Eastern Townships Bank, 4 (8); Federal Bank of Canada, 3% (7); Imperial
Bank of Canada, 4 (8); Merchants’ Bank of Canada, (7); Ontario Bank,
3(7); Quebec Bank, 3% (7).

The Toronto Monetary Times, which furnishes the full reports of the annual
meetings, points out that the tone of all the reports, or of the sﬁea.kers at the
meetings, 1s conservative, but withal, hopeful of better times. Respecting the
fature profits of banking in the Dominion, that journal remarks :

‘“We have not found anywhere else so frank recognition of the excessive
amount of banking capital amongst us, and the difficulty of employing it profita-
bly, as is given in the address of the General Manager of the Bank of
Montreal. That gentleman, in deprecating any sanguine views as to the near
future by the shareholders he addressed, gave it as his opinion that the
excess in the number of banks and in the amount of banking capital in Canada,
was as great as the excess in number of persons and of the means employed in
any other business. This being the case—and these were words not lightly
spoken, we may be sure—we might infer, if indeed we were not already quite
well aware, that this helps to stimulate unsafe trading, for banking capital going
a-begging generally means cheap and easy credit, which in turn results in slow
pay and frequent loss. Our larger banks, which have been accustomed to use
much of their money in the United States, have now to compete, says Mr.,
Angus, with money offered at low interest in that country, and on this side of
the lines, with the cheap money of Great Britain, which is finding its way
amongst us more and more. These causes are at work to bring down the rate
of dividend from the higher figures which our banks have been accustomed to pay.”
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THE NATIONAL BANK NOTE CIRCULATION.

Statement of the Comptroller of the Currency, showing by States the amount
of National bank circulation issued, the amount of Legal-Tender Notes deposited
in the United States Treasury to retire National bank circulation, from June
20, 1874, to June 1, 1878, and amount remaining on deposit at latter date.

LBGAL-TENDER Nores DerosiTED TO
RETIRE NaTionaL Baxk CircuLaTiON,

Additional SINCE JUNE 20, 1874. Legal Tenders
STATES AND  (ir d' i o———— p— o :f;;ag’:s
o retlire 2w e U. O.
TERRITORIES. 5::?:0;‘ 'x'g;: ﬁ:: :;’ Not}:: ) (.’i:cu;ation Total T:-emnr at
of szm’dal- under Act of Deposits. date.
ing Banks. Fume 20, 1874.
Maine......ccccuu.ne $1,289,880 . 41,200 . $600,000 . $641,200 . $56,410
New Hampshire. 497,665 . 27,400 . 10,800 . 38,200 . 2,920
Vermont...... ...... 1,455,770 . 131,097 . 862,340 . 1,013,437 . 397,955
Massachusetts.. ... 11,521,075 . 185800 . 597,500 . 5,783,300 . 249,191
Rhode Island...... 473,700 . 32,350 . 617,385 . 649,735 . 32,350
Connecticut . ...... 1,33 660 . 65,350 . 1,249.490 . 1,314,840 . 29,443 -
New York......... 12,825,965 . 1,692,841 . 16,552,400 . 18,245,241 . 1,658,062
New Jersey....... 1,390,465 . 30,060 . 973,040 . 1,004,000 . 24,410
Pennsylvania ...... 5,857,720 . 838,491 . 5,507,506 . 6,345,997 . 980,786
Delaware........... 143,575 - —_— -— _ . _

Maryland........... 211,210 . 166,600 1,327,580: 1,494,180 . 197,816
Dist. of Columbia. 417,400 . 393,164 . 427,500 . 820,664 . 127,396

Virginia ............ 408,100 . 706,864 . 778,915 . 1,485,779 . 149,616
West Virginia..... 44,370 . 731, . 204,300 . 035,360 . 145,741
North Carolina ... 490,460 . —— . 827,185 . 827,185 . 143,327
South Carolina.... 45700 . —— . 953.380 . 953,380 . 85,268
Georgia. 253,480 . 287,725 . 392,675 . 680,400 . 139,118

Florida.............. 45,000 . _ . _ . _ . —_—
Alabama .- lgg,ooo . — . 94,500 94,500 . 34,468

—_ . . — _ 1,116
Louisiana . ......... 802,630 . 645,750 . 2,099,250 . 2,745,0C0 . 581:173

Texas ....ccovvvenne 116,100 . . 229,340 . 220,340 . 4,575
Arkansas ........... 135,000 . —— . 135000 . 135,000 . 38,560
Kentucky.......... 2,528,740 . 575,867 . 1,243,633 . 1,819,500 . 461,562
Tennessee ......... 356,910 . 235,901 . 488,959 . 724, . 100,272
Missouri............ 162,570 . 602.200 . 3,566,520 . 4,168,720 . 795,513
Ohio........ oo 1,311,740 . 1,347,856 . 2,318,225 . 3,366,081 . 1,194,122
Indiana.... 2,198,050 . 896,526 . 3,941,143 . 4,837,669 . 964,468

Illinois. ............. 1,255,535 . 1,203,474 . 6,085,406 . 7,288,880 . 1,276,754
Michigan..... 585,160 . 303,100 . 1,716,490 . 2,019,590 . 281,00
Wisconsin. ... 208,700 436,999 . 804,400 . 1,241,399 . ° 253,75
867,300 . 562,969 . 1,536,955 . 2,099,924 . 414,017
703,720 . 310,676 . 1,218,545 . x,ggg,zzx . 245,955
30,600 .. 692,421 . 190,550 .
45,000 . 45000 . 188,080 . 233,080 . 72,944
_— . — . —_ . _ . 2,789
27,000 . _8 ‘. —_— . —é . —6—99
305,400 . 94,733 . 149,400 . 244,133 . 35
—— . 16nL191 . 196,800 . 357,991 . 36,007

.

45000 , —— . . —
39,600 . _ . 45,000 ., 45,000 . 1.910
$50,890,850 $13,464,715 $63,131,092 $11,550,903
Legal-tender notes deposited prior to June 20, 1874,
and remaining at that date.........cccveervernnirereenncens 3,813,675
Total deposits....c.ccesueerersreurinieearannseannces $80,409,482

J. S. LANGWORTHY, Acting Comptroller of the Currency.
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NATIONAL BANK AND LEGAL-TENDER NOTES.

STATEMENT of the Comptroller of the Currency, showing Issue and Retire-
ment of NATIONAL BANK NOTES and LEGAL-TENDER NOTES, June 1, 1878.

NATIONAL BANK NOTES

Outstanding when act of June 20, 1874, was passed........ceeereens . $349,804,182
Issued from June 20, 1874, to Jamuary 14, 1875.... § 4,734,500
Redeemed and retired between same dates..........e..e 2,737_,2_3_2
Increase from June 20, 1874, to January 14, I875.ccccceeu cruurrens .. 1,967,268

Outstanding January 14, 1875...... 351,861,450

Redeemed and retired from Jan. 14, 1875, to date. $ 66,091,347

Surrendered between same dates............ccceuet vessnrensee 9,370,488

Total redeemed and surrendered 75,461,835

Issued between same dates...........ccceevrneenenraneanrencns 46,156,350
Decrease from January 14, 1875, to date...... 29,305,485
Outstanding at date......... ereene eerhereneaenes $322,555,965

Greenbacks on d it in the Treas un 1874, to retire
notes of insolveelll)tosand liquidating %ray‘;kgezo,u, $ 3,813,675

Greenbacks deposited from June 20, 1874, to date, to retire ‘

National bank notes........cceeeeneeene veersrtsenensnnen [ 76,595,807
Total deposits.....ccereserecsseecreersans . '80,409,482

National bank Circulation redeemed by Treasurer between same
dates without re-issue...... reesetreretreeseoattesertentensereartaesnetatanane . »68,858,57_?

Greenbacks on deposit at date.......ccooees. 11,550,003

Greenbacks retired under act of January 14, 1875 e $35,318,984
Greenbacks outstanding at date......c...cceuveenes [, w.. 346,681,016

J. S. LANGWORTHY, Acting Comptroller of the Currency.

THE VALUE OF A LIFE.—An estimate of the value to this country
of the addition to our population by emigration, is shown by the Sup-
plement to the Thirty-Fifth Annual Report of the Rigistar-General of Great
Britain, in which Dr. Farr has an interesting chapter on the pecuniary
value of life. A certain amount of expense has to be incurred in any
class before a child can attain such an age and such strength that
it can earn its own livelihood. It is very difficult to estimate what the
expenses of even a careful man, who passes though the ordinary University
career, must have been before he is able to earn anything for himself. Among
the lower ranks the problem is simpler, though the facts and the general course

. of events have, making due allowance for difference in station, a considerable
similarity. ¢ The value of any class of lives is determined by valuing first, at
birth, or at any aﬁg, the cost of future maintenance, and then the value of the
future earnings. Thus proceeding, I found the value of a Norfolk agricultural
laborer to be 4 246 at the age of twenty-five: the child is, by this method,
worth only £ 5 at birth; £ 56 at the age of five; £ 117 at the age of ten; the
youth £ 192 at the age of fifteen; the young man £ 234 at the age of twenty ;
the man, £ 246 at the age of twenty-five, £ 241 at the age of thirty, when the
value goes on declining to £ 136 at the age of fifty-five, and only £1 at the
age of seventy ; the cost of maintenance afterwards exceeding the earnings, the
value becomes negative ; at eighty the value of the cost of maintenance exceeds -
the value of the earnings by £ 41.
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NEW BANKS, BANKERS, AND SAVINGS BANKS.

( Monthly List, continued from June No., page 991.)

State. Place and Capital. Bank or Banker. N. Y. Correspondent and Caskier.

CONN...

Wilimantic.... First National Bank.(2388) Continental National Bank.
$ 100,000 William C. Jillson, Pr. Oliver H. K. Risley, Cas.

ILL..... Bloomington... National State Bank..(2386) Metropolitan National Bank.
$ 100,000 Frank Hoblit, /. A. B. Hoblit, Cas.

« .. Sterling........ Galt Brothers ............ P T .

« . Streator ....... Wilson & Kuhns.. .. Chase National Bank.

‘ lowa... Boone......... City Bank................ Chase National Bank.
$ 50,000 William F. Clark, . C. J. A. Ericson, Cas.

« .. Glidden........ G. H. Stalford...... ve.... Commercial Nat. Bk, Chicago.
MIcH. .. Cadillac........ Messmore & Co.......... . Winslow, Lanier & Co.
MINN. .. Cannon Falls First National Bank..(2387) fereeieaees -

$ 50, L. S. Follett, Cas.

« .. Granite Falls . Granite Falls B. (J. A. Willard & Co.)  .......cccevvnn.
Mo..... Carthage...... Traders’ Bank ............ National Bank of Commerce.

$ 20,000 Jesse Thacker, Pr. D. S. Thomas, Cas.
NEB.... Central City.... Central City Bank (Metcalf & Persinger). Corbin Bkg. Co.
OHIO... Hubbard....... Hubbard Nat'lBank (2389) = ....... tereranen
$ 50,000 Alex. M. Jewell, Pr. Robert H. Jewell, Ca:.
PENN. .. Bradford ...... Union Banking Co........ National Park Bank.
R. F. Borckman, Pr. John F. Merrill, Cas.

. . Easton........ Northampton Co. Nat. Bk (2. w&s) National Park Bank.

$ 100,000 Joseph Laubach, 2. William H. Hutter, Cas.

» .. Jersey Shore... Jersey Shore Banking Co.. National Park Bank.
TEexaAs. . Round Rock... Williamson Co. Bank (W S. Peters). Swenson, Son & Co.
Wis.... De Pere ....... Herbert R. Jones...... Chemical National Bank.

LI » Rufus B, Kello?g & Co.. Chemical National Bank.

" . Eau Claire..... Bank of Eau Claire........ Central National Bank.

$ 30,000 F. W. Woodward, Pr. George T. Thompson, Cas.

THE PREMIUM ON GOLD AT NEW YORK.

Mavy—JuNE, 1878.

Lowest. Highest.  1878. Lowest.  Highest. 1878.  Lowest. Highest.

61 . 73 .. May 25 . % . 1 ..Junerr b T ¢
434 . 63§ .. 27 . B . 1 .. 12 . 1 .1
5k . 61 .. 28 . 1 I ¢ " 13 . % . 1
. 5 .. .1 .18 .. 4 . .
g% . 2}7 .. 322 . Holiday » .. 1; . § . ﬁ
2y . 33 .. ¢ LI .. 17 . ¥ A
214 . 33 .. June 1 ®» . 1 .. 18 . 3
24 . 338 .. 3 . X . % .. 19 5% 3¢
4 . ¥ . % .. 20 . 3 34
1 . 2% .. 5 . 2% . " .. 21 . % 56
158 . 236 .. 6.. % . 1 .. 22 . % 5
¥ .2 .. 7 . 1 P ¢ 24 % 56
% . 1y 8 . % o1 25 . 5% 5%
3% . o1y o . % . 1 5 5
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CHANGES OF PRESIDENT AND CASHIER.
(Monthly List, continued from June No., page 992.)

Bank and Place. Elected, In place of

N. Y. CiTv. People’s Bank............. Wm. Milne, Jr.,dcf'gCas.  ........
CAL.... Nevada Bank, San Francisco... H. W, Glenny, Cas...... C. T. Christensen.
Coro. Bent County Bank, .

West Las Animas | P+ G- Scott, Cas......... A. G. Siddons.
CONN... Yale Nat. Bank, New Haven... Franklin S. Bradley, Pr.. C. L. English.

William S. Roberts, Pr..

Ga. ... Bank of Augusta, Augusta... % E. H. Walton, Cas...cli eiiinnn
ILL..... De Witt Co. Nat. Bk, Clinton. William Metzger, Cas.... J. J. Kelly.

IND .... Nat. Bank of Salem, Salem.... Dennis McMahan, Cas... J. Baynes.

Kaxsas. First National Bank, Emiona E. R. Holderman, Cas... R. B. Hurst.*
s . Osage City Savings Ba John S. Danford, Pr.... A. W. Ellet.
Cxty% T. B. Haslam, Act 'g Cas. J. S. Danford.

Mass. .. Clearing House, Won:ester.... William Cross, Ckasrman G. W. Richardson.
N. Y. .. First National Bank, Brockport. F. E. Williams, Cas. .... F. J. Conant.

- » .. City Bank, Rochester.......... Ezra M. Parsons, Pr..... T. Leighton.
= .. Citizens’ Bank, Waverly....... H. Hallet, Cas.......... M. Lyman, Jr.

. : J. B. Gormly, Pr........ J. A. Gormly.*

OHI0... First National Bank, Bucyrus% George C. ({ormly, Ca:.. B Gormly.

« .. First Nat'l Bank, Mt. Pleasant.. James H. Gill, Ar....... Updegraff.
PENN... First National Bank, Allegheny. Edward R. Kramer, Cas. J P Kramer.
* .. Miners & Mechanics’ Sav. B,, % Clarence E. Spencer, Cas. J. R. Lathrop.

Carbondale
s .. Harmony Sav. B'k., Harmony. Henry M. Wise, Cas..... etesnae
TEXAS.. Island City Sav. B., Galveston. N. B. Sligh, Cas........ ] .G.Michailoffsky.*
» .. Nat. B. of Jefferson, Jefferson.. A. B. Smith, Cas........ J. H. Parsons.
= .. Citizens’ Savings Bank, « .. ]J. H. Parsons, Cas....... J. M. Lewis.
* Deceased.

DISSOLVED OR DISCONTINUED.
( Monthly List, continued from June No., page 993.)
CoxN... Willimantic.... Willimantic Trust Co.; failed.
GA...... Macon......... Cubbedge, Hazlehurst & Co.; failed.

INp..... Lima....... ... National State Bank; in liquidation.

Kansas. Council Grove. J. W. Simcock & Co.; closed. Emporia National Bank
assumes liabilities.

« .. Topeka....... . State Savings Bank; closed.
Ky..... Paducah....... Commercial Bank; in liquidation.
I.Auu: Newport....... Newport Savings Bank; deposits scaled down forty per cent.
.. Saccarappa .... Saccarappa Savings Bank, closed and settling.
l(Ass... Hyde Park..... Hyde Park Savin ying ten cent. half-yearly.
. . Worcester . .... Security National ofa ntary hqu?de;uon.

NEB.... Humboldt...... Branch Farmers’ State Bank discontinued.
N. J.... Hudson City... Dime Savings Bank ; to pay twenty-five per cent. of deposits,
N. Y... Greenwich..... Washington Co. Nat. Bank ; closed by order of Department.

OHI0... Fremont....... Bank of Fremont; closed. Paying liabilities on demand.
» .. Waynesburg... Exchange Bank; discontinued.

PBNN... Elizabeth...... J. & S. J. Weddell (Elizabeth Savings Bank) ; failed.

. Scranton ...... Second National Bank; suspended.

. . Shenandoah.... Shenandoah Valley Bank closed for the piesent.

R. I.... Providence..... Rhode Island Institution for Savings ; closing.

TsxAs.. Dallas......... First National Bank; apphw for receiver.

. State Savings Ban k; assigned

McCreary & Barlow; closed.

. H. Seeligson & Co.; dissolved.

Commercial Bank; closed.
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS.
(Authorised to June 26, 1878.)

No. - Name and Place. President and Cashier. Aulﬁoric;:ﬁtd. Paid.

2385 Northampton Co. Nat. Bank.. Joseph Laubach.......... $ 100,000
Easton, PENN. William H. Hutter. $ 100,000

2386 National State Bank ......... Frank Hoblit ............ 100,000
Bloomington, ILL. A. B. Hoblit. 100,000

2387 First National Bank.......... cccvvvnenn.. Ceeeecciaaas 50,000
Cannon Falls, MINN. L. S. Follett. 50,000

2388 First National Bank.......... W. C Jillson............ 100,000
Willimantic, CONN, O. H. K. Risley. 50,000

2389 Hubbard National Bank..... Alex. M. Jewell.......... 50,000
Hubbard, OH1o. Robert H. Jewell. 50,000

——

RECENT CHANGES OF TITLE, ETC.
( Monthly List, continued from June No., page 994.)

N.Y.Crty......... .... McTavish & Morris; now D. A. McTavish & Wm. Lawson.

] L Meredith, William T.; removed to 37 William Street.
ALA.... Alexander City. Renfro & Co. ; now Renfro & Lancaster.

s .. Mobile......... Thos P. Miller & Co. ; admit Charles B. Miller. Style same.
GA...... Rome......... Hargrove, Hardy & Williams; now Hargrove & Williams.
ILL...,. Rockford...... People’s Savings Bank; now People’s Bank. Same officers.

» .. Sterling....... Patterson & Co.; now Galt Brothers.

# .. Streator........ First National Bank; succeeded by Wilson & Kuhns.
Iowa... Booute......... First National Bank; now City Bank. Same officers.
KANsAS. Parsons........ Parsons Savings Bank ; now Parsons Commercial Bank.
Mass.. Boston......... Boston National Bank ; removed to Mutual Life Building,

. O. Square.
MicH... Cadillac........ D. F. Comstock; succeeded by Messmore & Co.

» .. Ishpeming..... Bigelow, Rood & Wadsworth ; now D. F. Wadsworth & Co.
Mo..... St. Louis. ..... Manufacturers Bank; capital increased $100,000. Paid

capital now $ 200,000.
.. Carthage...... First National Bank; now Traders’' Bank. Same officers,
» .. Forest City.... Frazer & McDonald; now incorporated as Frazer &
McDonald’s Bank.
NEB.... North Platte... Walker Brothers; now McDonald & Walker.

PENN... Jersey Shore... Gambles, Humes & White; suc. by Jersey Shore Bkg. Co.

» .. Reading....... First National Bank ; capital to be increased to $200,000.
TENN... Memphis....... Manhattan Bank; capital, $20,600. Surplus, $8g,400.
TEXAS.. Round Rock... Exchange Bank (D. M. Miller) ; now Williamson Co. Bank

(W. S. Peters). ,

.Wis.... Eau Claire..... First Nat'l Bank; now Bank of Eau Claire. Same officers.

THE NATIONAL BANK ACT.

Now in Preparation. A new and revised edition of the National Bank
Act, with amendments, according to the Revised Statutes of the United States.
Together with a new abstract of all important Legal Decisions in the United States
or higher State Courts, relating to National banks The volume will be
issued about September 1st, from the office of the BANKER'S MAGAZINE.
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NOTES ON: THE MONEY MARKET.

NEW YORK, JUNE 24, 1878.
Exchange om London at sixtly days’ sight, 4.85% a 4.86 in gold.

As was anticipated last month, Congress adjourned without completing any
new financial legislation of a nature to disturb business. The money market
has been easy and loanable funds abundant. Business is dull and the demand
for loans falls below the level of the supply of loanable capital. The reserves
of the banks are large though the accumulations do not rise so high as is usual
at mid-summer. The averages of the New York Clearing-House banks compare

as follows :
Legal Lxcess of
1878, Loans. Specie. Tenders. Circulation.  Deposits. Reserve.

May 32s.....$223,997,200 . §19,827,100 . § 44,023,900 . § 20,005,800 . 3!98 985,300 . §145104,675
June 1..... 234,049,400 .. 17,001,200 .. 47,248,000 .. 19,041,000 .. 199,867,900 .. 14,282,225
. 8..... 236,133,900 .. 16,801,200 .. 47,816,400 .. 19,979,600 .. 202,271,800 .. 14,049,650
A PPN 234,639,100 .. 17,105,200 .. 49,502,990 .. 19,984,900 .. 20§,785.200 .. 15,161,800
“ 22 .... 234,713,700 .. 15,069,700 .. 53,456,900 .. 19,909,920 .. 205,384,100 .. 16,190,575
The Clearing-House exhibit of the Boston banks for the past month is as below :

Loans. Specie. Legal Tenders. Deposits. Circulation.
$123,932,500 .... $3,959,300 .... $4,260,200 ....$ 70,099,000 ....$25,373,100
123,973,200 .eas 3,448,600 .... 5,260,600 .... 71,653,500 .... 25,446,3c0
125,010,400 .... 3,211,820 .... 35,756,100 .... 73,679,600 .... 25,584,600
125,764,700 -... 2,890,900 .... 6,224,200 .... 71,958,600 .... 25,527,600
127,030,700 .... 2,677,400 .... 6,681,%0> .... 73,405,800 .... 25,372,700

The Philadelphia bank statements for the same time are as follows :

1878, Loans. Specie. Legal Tenders. Deposits. Circulation.
May 26.......$57.106,850 ....$2,002,175 ....$13,231,028 .... 43,830,408 .o $11,088,797 -
June 1....... 57,141,428 .... 1,957,813 ... 12,723,700 .... 44,901,979 -.... 11,009,120

4 “8.ieuee. 57,380,687 .... 1,048,551 ... 12,777,652 ... 44,814,241 .... 11,070,141
“ 38e..eees 57,842,325 ... 1,810,502 .... 12,674,505 ... 44,900,053 .... 11,049,673
‘4 22...... §7,104,069 ... 1,799,585 .... 13,166,808 .... 44,508,901 11,006,979

The stock market is active but feverish and irregular. The abundance of idle
money and the low rates of interest do not stimulate speculative transactions on
a large scale as formerly. The approach of the time fixed for specie payments
Aas checked the ardor of speculation and the impoverishment of many of the
old operators of Wall Street has tended, with other circumstances, to curtail the
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volume of business considerably. Government securities are firm, State stocks
are dull, railroad bonds are strong and in demand. At present very few
seven-per-cent. mortgage bonds of good roads can be bought below par.
This will be seen from the subjoined abstract of the chief transactions in the
railway mortgages to day: Chicago and Northwestern consolidated gold cou-
pons declined from 9876 to 985¢; Union Pacific sinking funds declined to
101 and recovered to 1013 ; St. Paul consolidated sinking funds rose to
1023 ; do., Indianapolis and Milwaukee division, to 104 ; New Jersey Central
consuls, firsts, assented, to 7134 ; Pacific of Mo. firsts to 104; and New York
Elevated firsts to 893 ; Alton and Terre Haute income dropped two per cent.
to thirty-four ; Central Pacific Land Grants declined from 95 to 94% ; and New
York Central 6s of 1883 from 104} to 104)% ; Central Pacific, San Joaquin
branch, rose from 91 to 91X ; Chicago, Burlington and Quincy 8s sold at i15;
do. consolidated 7s at 11334 ; New York Central coupon firsts at 121% ; Union
Patific firsts at 1073{@107% ; land grants at 1073 @107% ; and Fort Wayne
" firsts at 121. During the afternoon Alton and Terre Haute second preferred and
do. incomes declined two per cent., selling down to seventy and twenty-eight
respectively ; St. Paul consol. sinking funds rose to 10236 ; Chicago and Alton
firsts sold at 117% ; Syracuse, Binghamton and New York firsts at 1024 ;
Michigan Centrals 7s at 110} ; Union Pacific firsts at 1073 ; do. sinking
funds at 10134 ; and St. Louis, Jacksonville and Chicago firsts at 106}4. Pacific
Railroad bonds closed as follows : Union Pacific firsts at 1075§@107% ; do. land
grants at 1073 @108 ; do. sinking funds at 10134@101% : Centrals at 107%@
107%. Thete has been considerable activity in railroad shares during the
month. The crops are good and the prospects of heavy traffic during the fall
months have given an impulse to the stock market, Quotations close with
less animation. Subjoined are our usual quotations :

QUOTATIONS : May 27. Fune 3. Fune 10. Fune 17. Fune 24.
Gold.cevecnrenannnans 101 . 1003 .. 10074 .. 100¥% .. 10054
U. S. s-20s, 1867 Coup. 107}4 .. 107% .. 107% .. 107% .. 108%
U.S. 10-408 Coup..... w07% .. 107% .. 107% .. 107% .. 108%%
West. Union Tel. Co.. 83% .. 84% .. 8s% .. 8s% .. 87
N. Y. C. & Hudson R- 1084 .. 1105 .. mY% .. w¥% .. 108%
Lake Shore........... 62% .. 63% .. 64% .. 59% .. 5734
Chicago & Rock Island 109% .. 5%k .. 116¥% .. 118 .. 17X
New Jersey Central... =~ 22 .. 30% .. 9% .. 0% .. 3%
Del. Lack. & West.... 55X .. 563 .. 5946 .. st .. s7%
Delaware & Hudson.. 5% .. 6% .. 8% .. 55k .. s5¥%
North Western........ 2% .. 53% .. sa% .. st% .. 46X
Pacific Mail.......... 19% .. 8% .. 19% .. 8% .. 15%
Eri€ececiacescnsseonas 12% .. 1558 .. 163 .. 16% .. 15%
Call Loans.....eenunn. 3 @4 - 3 @5 -3 @5 .. 3 @5.. 2% @5
Discounts ..eeeeennnns 5 @8 .. s @8 ..5 @8 .. s @8.. 5 @8
Bills on London........ 4-84%6-4.87 .. 4.84%4-4.86)€.. 4.85%-4.87%%.. 4.85%-4.87%% .. 4.85%-4 87%

Treasury balances, cur- $37,557,767 .. $39,983,005 -« $41,350,436 .. $41,583,122 .. $42,605,719 °
Do. do. gold.$ 104,796,267 .. $130,488,031 .. $124,926,693 .. $125,250,008 .. § 125,647,412
The coal stocks are better. The Board of Control made the following

allotments of coal for the month of July: Philadelphia and Reading Railroad,

429,375 tons; Lehigh Valley Railroad Company, 296,250 tons; Central Rail-

road N. J., 193,575 tons; Delaware, Lackawanna and Western Railroad,

191,250 tons; Delaware and Hudson Canal Company, 187,200 tons; Penn-

sylvania Railroad Comoany, 114,375 tons; Pennsylvania Coal Company, 87,975
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tons. It has been doubted how long the union among the companies will
hold together. . At present it is said there are signs of uneasiness among
some of the companies.

The usury question in Wall Street has just been raised into some prominence
by two circumstances. The first is a decision in our Marine Court in the case
of Raynor vs. St. okn, and others. It appeared in evidence that one of the
defendants applied to the firm of St. John & Co. for an accommodation note
of $£379, which St. John & Co. gave to him. He, after indorsing it, sold the
note before maturity to Raynor & Co., the plaintiffs, at a discount of two and
a half per cent. per month. Raynor & Co. claimed to have purchased the
note in good faith, believing it to have been ordinary business paper and
without notice of its being accommodation paper or that it was tainted with
usury, and accordingly brought suit on the note. The case has been twice
tried. On the first trial a verdict was directed for the plaintiffs, which was
subsequently set aside and a new trial ordered. On the second trial a verdict
was directed for the defendants, which verdict was also set aside and a new
trial granted; from this order defendants appealed. On both trials Messrs.
Jacobs Brothers, who represented the defendants, requested the Court to direct
a verdict for the defendants, on the grounds that the note had no legal
inception until it reached Raynor & Co.’s hands; that by discounting it at a
greater sum than the rate of seven per cent. per annum the note was void;
that no action could be maintained therson; that even assuming that Raynor
& Co. did not know the note to have been accommodation paper, and supposed
it to have been business paper, they cannot recover, and last, that the holder
is bound to know the character of the paper he 1s dealing in, and if it
turns out to be accommodation paper the transaction is usurious if the same
is discounted or purchased at a greater rate of interest than seven per cent.
The General Term has now decided that it was error on the part of the
Judge to set aside the verdict he had ordered, and that such verdict was prop-
erly directed for the defendants, and accordingly reversed the order granting
the plaintiffs a new trial. The plaintiffs consequently lose the entire amount,
under the usury law of this State.

Secondly, there is the case in the U. 8. Circuit Court for the Western
District of Pennsylvania, discussed in previous pages, and the new usury leg-
islation which it has prompted. The Pennsylvania Legislature at the close of
the recent session passed a law repealing the existing usury laws, fixing the
general rate of interest at six per cent., and including under the provisions
of the new law all the banks in the State, including the forty or fifty
State banks, privileged to charge any rate of interest without restriction. As
these privileged banks have charters, securing to them the right to charge
any rate of interest mutually agreed upon, the constitutionality of the new
law is to be tested in the Courts. Prior to November, 1700, the rate of
interest, limited by the first colonial statute, was eight per cent.,, but the
Act of that date reduced it to six per cent.,, and annexed a forfeiture of the
money, goods, or other things lent, for taking or reserving more. This Act
was repealed in February, 1705. which restored the former rate of interest;
but in March, 1723, the penalty was re-enacted; several amendatory Acts
have been passed in 1856, 1857, 1858, 1859, and 1878. The Pennsylvania
law upon the subject of interest, prior to the new law of 1878, may be
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stated as follows: Unless in the cases above noted the rate of interest was
six per cent., any excess was not recoverable, but might be deducted from
the debt; and where excess had been paid, it might be recovered back,
provided the action for that purpose were brought within six months after
the time of such payment. Negotiable paper in the hands of doma fice
holders was not affected, and commission merchants and agents of parties
not residing within the Commonwealth might contract to retain interest at
seven per cent. upon balances in their hands. The usury penalties did not
apply to the bonds of railroad and canal companies.

, The British exports for May show a decline of 734 per cent. from those
for May last year. In cottons it is 16.5, in linens 4.5, in hardware 10.4,
in iron and steel 12.1. The total decrease in export values is about
£ 1,100,000—a large sum at a time of depression already extreme in English
markets. In imports there is a decrease of 10% per cent. against an 18
per cent. increase in the previous May. Raw cotton gains 26.2—not a wel-
- come addition when the country is overstocked with prints, and the demand is
falling off. The export of American bacon to England continues. The
increase for May was no less than 78.6 per cent., while that of cheese was
41, and of butter 15.4. In wheat there was a decline of 11.7, and in flour
of 41.5 per cent.

The operations of the Syndicate, which were substantially ended at our
last issue, were formally closed on May 31, when they subscribed for the
- remaining @ 15,000,000 United States four-and-a-half-per-cent. bonds. This
makes the entire @ 50,000,000 bargained for on April 11, anticipating the
options, created by the contract of that date, for the months of October,
November snd December.

DEATHS.

At MIDDLETOWN, OHIO, on Sunday, May 26th, aged fifty-three years,
DanieL HEeLwiG, Cashier of the First National Bank.

At EMPORIA, KANsas, on Monday, June 1oth, aged forty-seven years,
ROBERT B. HURsT, Cashier of the First National Bank.

At SaLEM, N, C., on Thursday, April 16, aged sixty-seven years, ISRAEL G.
LasH, Fresident of the First National Bank.

At PITTSTON, PA., on Saturday, May 1r1th, aged fifty-six years, MICHAEL
REAP, formerly President of the Miners’ Savings Bank.

At CHICAGO, ILI., on Wednesday, June sth, aged sixty-one years, MANCEL
TaLcOTT, President of the Union Stock Yard National Bank.

At NEw YoORK, on Tuesday 18th, aged seventy-seven years, WiLLAM M.
VERMILYE, formerly Cashier of the Manhattan Banking Association, and late
of the firm of Vermilye & Co.

At EL1zaBETH, N. J., on Friday, June 14tF, ArcHIBALD S. WOOUDRUFF,
formerly Cashier of the State Bank.
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ON THE POLICY OF ISSUING UNITED STATES
GOLD CERTIFICATES.

An almost entire unanimity exists in our country in favor
of a resumption of specie payments, provided that permanent
resumption is practicable. The only controversy to speak of,
is on the question of practicability ; whatever, therefore, may
increase the chances of success in resumption, on or before
January next, is plainly of public benefit. With a view,
therefore, to the removal of one obstacle to resumption that
may exist, we desire to call attention to the practice of the
United States Treasury in receiving gold on deposit, and giv-
ing in return, without charge or expense to the owner, a cer-
tificate of such deposit, with an agreement to repay the gold
on demand.

The form of the gold certificates is as follows:

It is hereby certified that dollars have teen deposited with the

Assistant Treasurer of the United States, payable in gold, at his office, to the
order of New York (here follow the date and signatures of the

proper officers ).

The Act of Congress giving the Secretary of the Treasury
power to issue such certificates, was passed, March 3, 1863,
and the section of the act referring to the issuing of gold
ceit’ficates reads as follows :

“ That the Secretary of the Treasury is hereby authorized
to receive deposits of gold coin and bullion with the Treas-
urer, or any Assistant Treasurer, of the United States, in
sums not less than twenty dollars, and to issue certificates
therefor in denominations of not less than twenty dollars
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each, corresponding with the denominations of the United
States notes. The coin and bullion deposited for, or repre-
senting the certificates of deposit, shall be retained in the
Treasury for the paymient of the same on demand. And cer-
tificates representing coin in the Treasury; may be issued in
payment of intercst on the public debt, which certificates,
together with those issued for coin and bullion deposited,
shall not at any time exceed twenty per centum beyond the
amount of coin and bullion in the Treasury; and the cer-
tificates for coin or bullion in the Treasury shall be received
at par in payment for duties on imforts.”

The law provides that the coin and bullion deposited shall
be retained in the Treasury until the certificates are redeemed,
and alsc that certificates r¢presenting coin in the Treasury, may
be issucd in payment of interest on the public debt. There is
" an inconsistency between the provisions for retaining in the
Treasury the coin for which certificates have been issued, and
the provision allowing certificates to be issued for not over
twenty per centum in excess of the coin and bullion in the
Treasury. This practice is certainly without direct benefit to
the United States Treasury, and its discontinuance would re-
duce the gold premium before specie resumption, and tend to
prevent any unusual demand for gold after that event.

To illustrate this, we have only to consider what would be
the result of a refusal of the Treasury to keep or receive gold
on deposit, payable at the pleasure of the Treasury, in coin?
What would be done by the owners of the fifty millions
of gold now safely and without expense kept by the United
States for the benefit of the owners? If, in addition to this,
the banks and bankers should decline to receive gold on
special deposit, the premium on gold would probably imme-
diately disappear. The expense and risk of owning idle gold
would be greater than the promised profit. As it is, the
United States Treasury, by making gold the one kind of
property possible to own without risk or expense, really keeps
up the premium, and when resumption of specie payments
takes place, offers an inducement to demand gold for less
favored legal-tender notes.

It would be thought not within its province for the Gov-
ernment to build warehouses for receiving grain or other mer-
chandise, to give certificates for the same, and to deliver,
without cost or risk, the same merchandise to the holder on
demand ; and yet, as an inducement to the export trade, such
a proceeding would be of greater public benefit than the
existing one of receiving gold by the United States Treas-
ury, and giving a certificate therefor.

To receive gold or silver with the privilege of repaying in
gold, silver, or greenbacks, at the option of the Treasury,
might be of sufficient benefit to warrant the expense, but to
receive gold on deposit, and agree to return gold on demand
only tends to keep up the gold premium, and to make it at
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public expense practicable and easy to demand gold for legal
tenders after resumption. With a refusal on the part of the
United States Treasury and the banks, to receive special
deposits of gold, it would scarcely be possible that a demand
for ten million dollars of gold should exist at the time of
resumption of specie payments next January, or that the gold "
premium should survive for one month the inconvenience of
holding gold at risk and expense.

Undoubtedly, the practice of the Treasury of the United
States to receive deposits of gold or silver and to issue there-
for certificates of deposit, is a great commercial convenience,
but it is first to be considered, whether this is not a part of
the business proper of banks and bankers. Admitting, how-
ever, that the great convenience of the practice warrants a
departure from correct principles, we present the argument
that to receive special deposits of gold and to issue gold cer-
tificates therefor, is an obstacle to successful resumption of
specie payments, and creates an artificial difference in the
money of the country. If legal-tender notes are to be of
equal value with gold and silver money, a deposit of gold or
silver in the United States Treasury should be received only
as money, and any certificates should be payable in money
of any kind that is a legal tender. There should be no dis-
tinction in gold, silver, or paper money of the United States,
by the United States Treasury, after resumption of specie
payments.

AGGREGATES OF OUTSTANDING CURRENCY.

A controversy has been carried on for more than a century,
among writers on finance and economics, upon the effects
which sudden changes in the volume of the currency are
capable of producing in the course of business, and in the
movement of prices. In this country, during the War of
Independence, our early political literature is rich in informa-
tion as to the phases of this controversy which werc devel-
oped under the issues of continental currency. At a later pe-
riod, under the United States banks, the same controversy in
a new form reappeared, and after a long intermission it was
again revived in the early stages of our late civil war and of
the greenback issues which it brought in its train. An
important contribution to the history of this subject, and of
the currency problems connected with it, has just been
made by Mr. Secretary Sherman. On page 144, of this maga-
zine, will be found a series of tables, showing from year to
year, the aggregate amount of currency of various kinds
which were outstanding, with the aggregate value of the
whole mass of circulating medium as estimated in paper and
also in specie. To show clearly at one view the chief facts
of Mr. Sherman’s report, we present the following summary :
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AGGREGATE OF PAPER CURRENCY, OUTSTANDING 1860-1878.

Bank Notes. Legal-Tender. Total Paper. Gold Value.
1860 .o 207,103,477 .. — . 207,102,477 .. 207,102,477
1861 . 202,005,707 . —_— .. 202,005, .. 202,008,
1862 .. 183,793,079 .. 96,620,000 .. 333,452,079 .. 288,
1863 .. 238,677,318 . 297,767,114 .. 649,867,383 .. 497,795,339
1864 .. 210,392,987 .. 431,178,671 .. 833,718,084 .. 322,649,247
1865 .. 289,057,498 .. 433,687,066 .. 983,318,686 .. 692,356,355
1866 .. 301,476,071 .. 400,619,206 .. 891,004,686 .. 588,657,093
1867 .. 303,109,491 .. 371,783,597 .. 826,037,154 .. 592,996,709
1868 .. 303,026,626 .. 356,000,000 .. 720,412,603 .. 505,009,235
1869 .. 303,488,498 .. 356,000,000 .. 693,046,057 .. 510,050,352
1870 .. 301,989,777 .. 356,000,000 .. 700375809 .. 99,531,770
1871 .. 320,229,299 356,000,000 .. 717,875,751 .. 38,909,418
1872 ..  339,36573° .. 357.500,000 .. 738,570,004 .. 646,249,547
1873 .. 348,561,531 .. .000,000 .. 750,002,369 .. 648,053,887
1874 . 353,990,053 . 382,000,000 .. 781,490,916 .. 711,156,734
1875 ..  355.094,852 .. 375,771,580 .. 773,046,729 .. 674,619,947
;376 . g:ls;.g;g.:g-s . 369,;224.284 . Z£,376.536 . %fg;g:

77 .. 570483 .. 359,764,332 .. ,194,370 .. 1,189,

1878 .. 324,040,788 .. 346,681,016 .. 688,507,275 .. 684,465,692

Among the obvious deductions from these figures one of
the first is the immense contraction of the currency which
was produced during the first year or two of the war. But
for this the Legal-Tender Act of 1862, in all probability, would
not have been passed as early or as unanimously as it was.
Specie disappeared from circulation, and there was nothing
substituted to .take its place or to supplement the bank
note issues, which remained at about the same level, a little
above 200 millions of dollars.

The next point is the comparative steadiness in the bank
note aggregates from year to year, and the singular absence
of violent fluctuation which attended the transition from the
State systems or heterogeneous note issues to the uniform
secured-note system of the National Currency Acts of 1863
and 1864.

. Another fact of importance is the rapidity with which the
legal-tender issues were checked. After three years of infla-
tion, the greenback aggregates reached their highest point
of $432,687,066, since which they have gradually declined to
the present aggregate of $346,681,016; the only exception
to the steady decline being that brief increase of greenbacks
made by Secretary Richardson after the panic of 1873.

Many other deductions will occur to the thoughtful
reader on examination of Mr. Sherman’s comprehensive table.
He: has given us the gold value as well as the value in
paper of the aggregate currency for each year. Since the
close of the war the gold aggregate has preserved a singular
stability ; the total currency issues, estimated in gold, having
been 588 millions in 1866 and declining to 510 millions
during the three years of prosperity which ended in 1869.
There was an increase in the three or four years of inflation
prior to the panic, and in 1874 the gold value of the whole
currency issues of the United States culminated at 711 mil-
lions of dollars. The liquidation which followed has had
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little effect upon the aggregate of the circulating medium
which now rests at 684 millions, estimated in coin value. It
would be well to supplement these instructive figures by
statistics as to the rates of interest, the course of trade,
and the fluctuations of values. It has been pointed out
that the changes in general prices during and since the
war, cannot be wholly accounted for by the fluctuations in
the level of the outstanding currency of the country. Many
other circumstances modify the demand and supply on
which prices depend, just as many subordinate conditions -
modify the action of the tide in addition to the great force
to which the tidal currents are chiefly due. The inflation- -
ists, however, will find little in the report before us to
sustain their mischievous theories if, as they contend, the
country needs an abundant, well-secured circulating medium
as a condition of prosperity and business activity. Mr.
Sherman proves that these conditions of material well-being
are abundantly supplied to the nation under our present
currency system, and suggests the certain conclusion that
the revolutionary changes in the currency which the infla-
tionists would force on the country, would terminate a sys-
tem whose beneficent operation has been tested by many
years of trial and success, giving us in place of it a new
and perilous experiment which has never been adopted by
any people without plunging public and private credit into
chaos and ruin.

THE STRUGGLES OF LABOR AND CAPITAL.

Although the conflict between labor and capital is an old
one, it has in our time received some new characteristics
which differ from those exhibited in any previous period of
the struggle. During the last fifty years, organizations have
been created in the industrial world which need to be better
uuderstood and are perpetually receiving new forms. There
is, for example, the organization of capital. For success in
industrial production capital now has to move in larger
masses than formerly. The principle of association gathers
together in banks and in corporations for manufacturing and
distributing commodities vast sums, which are expended in
constructing and working steam engines, railroads, telegraphs
and a multitude of labor-saving inventions which employ
millions of operatives and are owned by the proprietors of
the capital invested therein. This organization of capital has
been attacked on one side by ignorant demagogues and on
others by well-meaning persons misled by error and preju-
dice. But we might as well quarrel with the law of gravita-
tion, as with this equally resistless law of organization of
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capital. Modern nations could not exist without it, and the
more frcely the organization is allowed to work out its benef-
icent results, the more rapidly will the good of the com-
munity and of the individuals composing it bg promoted.
Another principle of organization which has made its
appearance very conspicuously during the last half century, is
the organization cf workmen amomg themselves. Trades-
uniogs are said to have sprung from the ancient guilds estab-
lished among mechanics. These guilds, in the middle ages,
prevailed and did much good in stimulating among artificers
and mechanics the desire to excel, so that to these guilds
in part, is no doubt due much of the improvement of the
useful arts and of the preservation of methods and mysteries
which contributed to the increase of dexterity, skill and prog-
ress among the workmen. In our time the modern trades-
union has too often had a very different object in view. The
concentration of capital in large masses has had the effect of
gathering the population of industrial nations into the large
cities and of doubling or tripling the power of skilled and
unskilled mechanics to earn the necessaries and comforts of
life. Luxuries which in Quecen Elizabeth’s time were exclu-

sively within reach of the opulent classes of society, are now -

found in every cottage and are so familiar as to be regarded
almost necessaries by families of working men. With so
much of material comfort and enjoyment, the trades-unions,
if they huad continued the old work of the guilds of the mid-
dle ages, might have done great good. Their appropriate
function would have been to stimulate the desires of the
working men to rise in the world, to save their earnings, to
better their condition, to increase their skill in their work
and to improve themselves in intelligence and culture. In the
adoption of this course the trades-unions would have occupied
a field of great importance and might have been a great
benefit to the nations of Christendom. Unfortunately they
fell into bad hands. Ambitious men, greedy of power, set up
for leaders and taught their ignorant and credulous followers to
believe that war was the normal relation between the masters
and their men. When this theory began to prevail, the era
of strikes became possible, and it seems as if both will thrive
or perish together in the future. ’

The conflict between labor and capital, or, as it should be
called, the war between workmen and their employers, has
received some elucidation in certain of its more important
phases, from an elaborate report lately made to our Govern-
ment by Mr. Evan R. Jones, U. S. Consul at Newcastle-upon-
Tyne. In 1863, a series of causes began to operate which
tended mischievously to increase the prevalence of strikes
among the workmen. One of the most disastrous strikes
which ever took place in England, was that of 8,000 engin-
eers in 1873. With this successful strike, and its immediate
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effects, Mr. Jones begins his report. After twenty weeks of
resolute perseverance the men gained their object, which was
not higher wages, but shorter hours of labor. Previously the
engineers had worked ten hours a day. But after the strike
eight hours became a day's work, so that eleven per cent,
was sacrificed of the productive capacity of all the engines'
run by these eight thousand men, throughout the United
Kingdom. Thc obvious consequence was that nine hours was
the enforced limit of the day’s work in all the manufactories
worked by steam. At that period trade in Great Britain
was at the height of prosperity. The men at various times
received advances to their wages, amounting to fifty per cent.
during those prosperous days. These advances were then
generally secured by arbitration. Coal doubled in price, and
coal miners received nine shillings for six hours’ labor. Last
autumn another strike of eight thousand men occurred, last-
ing eight weeks, to resist a reduction of twelve and one-half
per cent. on their wages. The employers were successful on
that occasion, but the workmen were not forced to submit to
the reduction until after great losses and- sacrifices. During
the season of prosperity and high wages, large numbers of
agricultural laborers flocked to the mines for work. In 1873
the number of men working underground in the Newcastle
district was 16,000. When depression in the trade came on,
4,000 of these men returned to farm work. The number of
men working underground in June, 1878, was 12,000, showing
a reduction of twenty-five per cent. During the last two
years and a half § 75,000 have been distributed among men
out of employment by one association of miners.

With regard to the wages of labor, many popular errors
have prevailed. It has been supposed that in the small area
of England, the wages of unskilled laborers would easily
equalize themselves. But this is not the case. The wages of
agricultural laborers are thirty per cent. higher in the North
of England, than in the South. Thus, in the northern coun-
ties, the weekly wages are seventeen shillings, and in the
south, eleven shillings and sixpence. In a report to the
Department of State, General Badeau, Consul-General at
London, gives the exact figures on the above subject. He
states that during the past five years wages have increased
gradually about ten per cent. while the cost of living has
increased about twenty-five per cent. Clothing is about thirty
per cent. higher, while fuel has not risen in price. Agri-
cultural laborers get from two to three dollars per week,
including beer; building laborers and gardeners from §4.40
to §$5.10 per week; bricklayers, carpenters, masons and engi-
neers, from $6.80 to @11 per week, and cabinetmakers,
printers and jewelers, from $8 to $12.30 per week, although
the best marble masons and jewelers receive $14.75. Boot-
makers and tailors get from $4.86 to §7.65 per week; and
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bakers from $4.65 to $7.26, with partial board. Women
servants are paid from $70 to $240 per annum. Railway
porters and laborers on public works get from $4.45 to $12
per week. Rents have risen thirty per cent., and are, for
artisans in London, from $1.20 to $2.40 per week for one
or two rooms. Labor and trade are greatly depressed, no
change for the better being yet apparent. The numerous
strikes among British workmen, since 1873, are generally
recognized among the chief causes of the stagnation. They
have not only shaken the confidence of capitalists, but they
have enhanced the cost of production.

Such are the main points referred to in the reports we
have examined and similar illustrations abound in numerous
other reports from our consuls abroad. The future of indus-
try cannot be regarded with much of hope or confidence in
any country where so many elements of disorganization are
at work. We trust that these mischievous forces will receive
due attention from the Committee lately appointed by Con-
gress to investigate the labor question. These points fall
clearly within the scope of their inquiry as will be seen from
the resolution passed by the House of Representatives June
18th, 1878, which appears as follows in page 35 of the Con-
gressional Record for June 18th, 1878,

Whereas, our real and I)ermanent prosperity is founded and dependent upon
labor, and suffering severely from causes not yet fully understood ; and, whereas,
labor and the productive interests of the country are greatly depressed as the
source of all wealth, that when labor suffers from any cause which may be
removed, or its rigor mitigated, our National harmony and prosperity are
thereby imperiled, that it is therefore the solemn duty og’ Congress to inquire
into and ascertain the causes of such prostration, and to devise proper measures
for their relief, that labor may be restored to its just rights, to' the end that
labor and all our varied interests may be encouraged, promoted, and protected
by liberal, just, and equal laws ; therefore,

Resolved, That a committee consisting of seven members of this House be
appointed, whose duty it shall be to inquire into and ascertain the causes of
general business depression, especially of labor, to devise and propose measures
or relief; and that, to enable said committee to perform its important duties
hereby conferred, it has leave to sit during the recess, to employ a clerk and
such other assistance as may be needed, to examine witnesses, and to report at
the next session the result of its investigations, and the measures for relief it
may recommend, by bill, or otherwise.

In conformity with this resolution the Speaker pro fempore, .
announced, June 2oth, the following Select Committee to
inquire into the causes of the present depression of labor:
Mr. Hewitt, of New York; Mr. Riddle, of Tennessee; Mr.
Dickey, of Ohio; Mr. Tucker, of Virginia; Mr. Thompson, of
Pennsylvania; Mr. Rice, of Massachusetts; and Mr. Boyd, of
Illinois. The names of this Committee are an assurance that
the inquiry will take a broad range and will not be limited
to any section of the country. Whether its rcport will be of
much practical value for future legislation remains to be
seen.
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"THE ENGLISH BANK RATE.

In the Banker’s MacaziNe for October, 1877, under the
title of the “ Bank of England’s Minimum,” we pointed out
the remarkable changes in English banking which have taken
place since the passage of the Act of 1844, and especially
as they concern the position of the Bank of England. A’
resclution has just been adopted by that institution which
proves the correctness of our conclusions. The Bank of
England, to use the language of the ZKconomist, ‘has modi-
fied its arrangements with regard to the fixed minimum rate
for discounting bills.” It will continue, as we understand,
to . publish a nominal minimum, but it will not be bound by
it in its own discount operations, reserving to itself the right
to charge its regular customers less than the advertised rate
if the situation of the outside market shall render it advisa-
ble. As the public will have no means of knowing where the
base line will actually be drawn, the advertised rate must
hereafter be an absolute nullity, so far as regulating the
charges of other lenders is concerned.

It has hitherto been a guide rather than a governor to
the outside market. There was no absolute rule of diverg-
ence from the Bank rate, but the general practice has been
to charge a fraction of one per cent. less, in the open market,
on the best paper. This divergence had a certain degree
of uniformity so long as the Bank of England’s metallic
reserve was subject only to the ordinary influences ; but since
the Franco-German war and payment of the indemnity, and
especially since the creation of a new monetary system in
Germany, the influences acting on the Bank have been so
abnormal, and oftentimes obscure, that the open market seems
to have lost confidence in the Bank rate as an index of the
value of loanable capital, and has begun to act independ-
ently on its own judgment.

As we mentioned in our former article, the old rule wof
allowing interest on deposits at one per cent. below the Bank
minimum was practically abandoned by the Joint-Stock banks
when, owing to an excessive Bank rate, they found themselves
obliged to lend money at the price they were paying for
it. When they cut loose from the Bank rate in fixing the
rate of payment on deposits, they naturally strayed further
and further from it in determining the rate of discount.

But, although no longer a law to other banks, the pub-
lished minimum has been hitherto supposed to be a law to
the Bank of England itself; and the rate at which it was

ready to loan to its most favored customers was always an
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important factor in the monetary situation. Other lenders
knew just how much competition to expect from it, and could
confidently rely on getting the largest portion of choice bills
when the Bank rate was more than usually above the market.
Of course the regular customers of the Bank took its money
at its current rates, so far, at least, as might be necessary
to maintain their deposit lines, and lay the foundation for
claims to discount in a stringent market; but they had good
right to complain that they were charged an exorbitant price,
for reasons entirely aside from those which elsewhere regu-
lated the value of money.

The Bank, on the other hand, had no better reason to be
satisfied. It, of course, gained nothing by maintaining a rate,
the very object of which was to curtail discounts. The exi-
gency to which it yielded was one to which no other bank is
subject, and yet which has hitherto been regarded as irre-
sistible. This exigency grew out of its obligation to protect
the metallic reserve, no matter what became of its banking
business. This reserve was not kept for the protection of
its own obligations merely, but was the reserve of ali Eng-
land. When, therefcre, a drain to foreign countries set in,
no matter from what cause, it became the paramount obli-
gation of the Bank to stop it, and this could only be done
by restricting its accommodations to customers; in other
words by raising the rate of discount.

In ordinary times a drain of gold is indicative of a com-

-mercial demand for money in other countries, and of such a
state of the international exchanges as justifies the withdrawal
of a part of the working capital of the country drained.
But when the causes of drains are political, such as the
existence of foreign wars, the payment of war fines, or the
establishment of new monetary systems, they have no ncces-
sary connection with trade. and may run entirely counter to
its existing tendencies. The extreme industrial depression of
England has, for the last two years, caused a stagnation in
the demand for capital which reduced the rates of discount
to a point below what has been witnessed by this genera-
tion. Concurrently, however, with this commercial depression,
there came a drain of gold to Germany for the supply of
its new currency system, which, as it was independent of
commercial causes, in like manner resisted the usual com-
mercial remedies. The Bank of England could not refuse
to pay out the gold which the German Government had in
London the means to pay for, and these means had entered
so little into the general loan fund, that the withdrawal of
them had no effect on the money market. Raising the rate
* of interest would not stop the drain, nor turn the exchanges
in favor of England; for as the open market was surfeited
with capital, it did not, as before, follow the Bank rate, and
thus invite capital from the continent to London. But rais-
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ing the rate did serve to drive English borrowers from the
Bank into the open market, and thus notes and gold were
allowed to accumulate and fill up the depleted rescrve.

The obligation to keep a sufficient reserve against liabilities
is a part of the unwritten common law of banking in all
commercial countries. But in England it is also a part of
the imperative statute law, under which the Bank of England,
and all other banks issuing paper money, enjoy and exercise
that function. The history of banks in this country shows
that, without the restraints of a legal obligation, they cannot
be relied on to maintain that degree of strength which is
indispensable to their solvency and to the safety of the
country. But the recent experience of the Bank of England,
especially as contrasted with that of the Bank of France
under circumstances still more difficult, goes far to shake our
confidence in mere statute regulations, unless they are sup-
ported and supplemented by voluntary action on the part of
banks themselves.

The Bank of England has been the victim of the Act of
1844, which makes the regulation of the currency its para-
mount duty at the expense of its banking business. Even
before the late exceptional drain of gold to the continent,
the rate of interest had for years been so fluctuating as to
disturb all mercantile calculations.

*“Up to 1844,” says the Economist, “the Bank rate had been
almost always a fixed rate, which for more than a century
was never raised above five per cent. or allowed to drop
below four. In 1839 a six-per-cent. rate was charged for some
little time, but with that exception-the old state of matters
may be regarded as lasting till 1844, when the establishment
of the principle of a rate to fluctuate according to the
wants of the market was as great an innovation as thc recent
decision of the Bank is now. Ancient prestige, actual pre-
eminence of capital, and the fact that they are the bankers
of the Government and the issuers of the only description of
notes which are legal tender in one portion of the kingdom,
all these circumstances enabled the Bank to take a position
which gave its announcement as to a rate of intcrest a great if
not a preponderating weight. The Bank of England told all
the monetary world what it would charge for money, and all
the monetary world in degree followed it. Sometimes it has
happened that the directors have not been right in their
decisions, and have lowered the rate when they should have
advanced it, or advanced it or lowered it when they ought
to have remained where they were. Sometimes they have
worried the market by needless alterations. Thus to go back
only a period of five years, there were in the year 1873 no
fewer than twenty-four changes in the Bank rate in the
twelve months, and it is difficult to imagine what events can
possibly have occurred to justify an alteration in the price of

money once a fortnight for a whole year.”
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England is suffering from a false economy in the use of
actual money, and has carried the use of credit substitutes
to such an excess as to rob them of much of their real
advantages. The most important commercial nation of the
world, the volume of whose exports and imports amounted in
1877 to thirty-two hundred millions of dollars, leans upon
the metallic stock of a single institution, which averaged in
1877 only one hundred and twenty-three millions of dollars.
France, on the other hand, with exports and imports (1876)
of only fifteen hundred millions, had in her National bank a
metallic average of four hundred and forty millions, and in
the hands of her people an additional supply equal to twice
the metallic circulation of Great Britain.

It is worthy of consideration how far this artificial insta-
~ bility of the English money market has contributed to the
present depression of business. Of course other and sufficient
causes are not wanting, but instability in the price of capital
is one of the most discouraging influences upon production
and trade, and, on the other hand, the readiest promoter of
speculation

What is to become of the reserve under the new position
which the Bank of England has assumed? If customers are
to .be accommodated at outside market rates, their business
will not be turned away, and if business is not turned away,
how is the metallic stock, or the reserve of notes to be replen-
ished? There would seem to be no other way than to force
the Joint-Stock banks into keeping their own reserves. The
Economist doubts whether this is practicable: ¢ No doubt a
system in which each bank should keep its own reserve is the
more natural and has a very great deal to recommend it. A
far larger sum in the aggregate would unquestionably be held
if this plan were followed, and this would be a very desira-
ble thing. But it is not the custom among us, and it is bet-
ter to think of improvements which can be made in the
existing system than to endeavor to substitute one which
would be altogether new.” It, however, suggests that in
addition to their current balances, the bankers depositing in
the Bank of England shall establish besides “a separate
reserve, the custody of which should be confided to the Bank,
but which should not appear in its accounts. The other
banks would still retain the advantages of their present con-
nection with the Bank, while the existence of the proposed
further reserve would strengthen their position in every way.
It would be desirable to publish the amount thus held every
week.”

So far as a compliance with the Act of 1844 is concerned,
the Bank of England can always protect itself. It might
even resort, in a desperate emergency, to the sale of its pub-
lic securities in order to replenish its metallic stock. This is
what M. Pereire recommended for the Bank of France as a
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substitute for aeny alteration in the rate of discount. His
proposition, howeVer, was for a uniform rate of four per cent. ;
a batkward step which would be condemned by the united
voice of civilized nations. There is a common agreement
now reflected in the legislation of the most enlightened
countries, that the price of money loaned should not be uni-
form, but made to follow the natural alterations in the sup-
ply of and demand for capital.

While the new departure taken by the Bank of England
can occasion no surprise to those who have watched the
growing embarrassments of its position, it is none the less a
new source of perplexity to London bankers. Not only has
the Bank come into dircct and full competition with them in
the loan market, which has never before been the case, but
they have no longer any financial regulator, and it will be
difficult to establish a new and authoritative one by voluntary
arrangement. There is far less disposition among English
than among American bankers to act in concert in the man-
agement of their business. This is probably owing to the
existence in England, from the earliest period, of a large class
of wealthy private banking houses, which were individual
property, while in this country, almost the only banking
has been that of corporate institutions, managed by persons
not largely interested in the capital stock, Whatever may be
the cause, the fact is, we think, indisputable, that English
banks are jealous of any intrusion upon their independence
or their privacy. The ZEconomist, thercfore, does not recom-
mend any attempt to agree upon a rate of discount, but it
ventures to suggest that it might be practicable to fix upon
a maximum rate of interest to be paid upon deposits, through
the intervention of a committee of the Clearing House.

Since writing the above, we find the following passage in
the London Zimes which fully sustains our views respecting
the duty of the London banks and bankers to keep their
own reserves, and not to depend, as hitherto, on the Bank of
England doing it for them. It is gratifying to see that this
leading financial authority recognizes the existing system of
banking in England as essentially unsound:—

“The Bank directors owe no duty to the nation, except that of being
ahvays ready to pay their engagements; and the duty they owe their proprie-
tors is to make as much profit as they can, subject to this same paramount
condition. Nor are these truths affected by the fact that other bankers are
in the hubit of keepivg their spare cash at the Bank of England. The Bank
directors must be always prepared to reimburse their balances on demand, and
if they can do this nothing more can be required of them. The recent action
of the Bank will be extremely beneficial if it compels the other bankers of
London to recognise these truths. They have been accustomed to think that
because they keep balances in Threadneedle Street in easy times, the Bank
ought to be able to provide them with as much more as they might re%:ire
when times are difficult. They have been disposed to insist that the Bank

of England must keep a large reserve of cash to make up for their own atten-
uated reserves. This shifting of obligations may be convenient for a season,
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but it is essentially pernicious. Every bank should keep such a reserve of
its own as to be able to meet all demands upon it out of its own resources.
If it be pleaded that the competition of business will nit allow this to be
done, the answer must be made that in that case competition has made the
banking condition of London altogether unsound, and it is high time that it
should be amended.”

Note—We recur once more to this interesting subject, in
order to add facts which come to our notice in the latest
received London newspapers. The Bank of England in the
week ending June 26, lost £ 967,561 from its reserve, reduc-
ing it to £ 10,858,129. The drain was to Paris, and was
covered by the withdrawal of a large amount of French capi-
tal lately attracted to London by the higher rate prevailing
there. On the 3oth of May, the English Bank rate was
reduced from 3 to 2% per cent.,, and the drain began. On
‘the 26th of June it was raised to 3 per cent., but without
stopping the drain, which, during the following week, ending
July 3, caused a still further reduction in the reserve of
£ 1,776,437, bringing it down to £ 9,081,692. The Bank rate
was consequently raised July 4 to 3% per cent. The reserve
is now only 313 per cent. of immediate liabilities. The
specie reserve of the Bank of France at the same date was
over sixty-nine per cent.

The Economist of July 6 recognizes the anomalous position
in which the Bank of England is placed, and virtually con-
fesses the incongruity of the obligations imposed upon it by
the Bank act, with the duty which it owes to its customers
and shareholders as a banking institution. “The rise in the
Bank rate” it says, “is one caused by the demand of gold
for export and not by a genuine business demand induced
by the requirements of our trade.” As showing the futility of
a high rate to check a drain, when the causes creating it are
foreign and not domestic, it states that “during the last three
wecks, with a rate for money continually higher in London
than in Paris, fully two millions and a quarter (§11,250,000)
of gold has been taken from us to meet Paris requirements.”
Under these circumstances it puts this pertinent inquiry: “Is
the demand of the customer of the Bank to be put on a
level as to charges with the customers of other banks, to take
precedence of the duties of the Bank of England as custo-
dian of the sole considerable cash reserve of the country? It
seems impossible for the Bank to adopt this view.”

It is obvious, however, that the Bank must adopt this view
to a certain (and unknown) extent, or it must recede from its
new resolution respecting the minimum. .

The ZEconomist now proposes to counteract the effect of
foreign drains resulting from forejgn causes, by having the
Bank of England “always keep in its possession a certain
amount of securities which could be employed on the princi-
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pal foreign centers of exchange, say on the markets of Paris
+ Vienna, Berlin, Amsterdam, New York—in those quarters,

in fact, from which experience has shown that a demand for
bullion is most likely to arise.” This proposition seems to
us identical with that of M. Pereire heretofore referred to in
the foregoing article. Although the Zconomist claims that it
‘““has no novelty, and was suggested by men who spoke with
authority more than a quarter of a century ago,” it seems to
us to introduce a very radical and questionable change into
the constitution of the assets of the Bank.

THE SILVER MOVEMENT.

We have thought it might be interesting to our readers to
have thrown together the general facts occurring during the
past year, which bear upon the relation of the precious
metals to each other, or, as it is sometimes expressed, the
price of silver when it is exchanged for gold.

GERMAN DEMONETIZATION OF SILVER.

The amount of silver actually sold by the German Govern-
ment to the end of December, 1877, and not including silver
in bars ready for sale, was as stated below (one kilogram
being equal to 2,205 English pounds avoirdupois ) :

Years. Kilograms.

Total. .. uoiiiiiaiiinneionenececancasscaccossonacaanens 2,810,000

This quantity of silver sold for 413,002,219 marks, or
$ 103,250,555, reckoning four marks to the dollar. The coins
melted down to produce this quantity of silver, were taken
in by the German Government at a valuation of 476,511,760
marks, or $119,127,040. The loss to the German Government
was 63,409,541 marks, or $15,852,385, and results from its
taking in the old subsidiary coins at their nominal value, and
from taking in all other coins without deduction for their
loss of wecight by wear (estimated at an average of three
per cent.), and at the old rating of fifteen and a half to one
of gold, which is equal to a price of sixty and seven eighths
pence per ounce in London, whereas, the German sales, so
far, have averaged between fifty-four and fifty-five pence per
ounce.

At the end of the year 1877, it was the opinion of the
German Government that there still remained to be sold, the
silver in coins of the old value of 450,000,000 marks, and
which, if sold at the same loss as attended the previous sales,
would realize about 390,057,651 marks, or $97,514,413.
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In a paper published in Hamburg last February, SGetbeer,
the most approved German authority, estimated that after
the sales of 2,810,000 kilograms of silver made to December
1, 1877, there still remained to be sold 2,500,000 kilograms.
That quantity, if the market remains unchanged, would
realize about 375,832,020 marks, or $93,958,005. This esti-
mate by SoOetbeer, of the amount of silver remaining to be
sold December 31, 1877, does not materially differ, as will be
seen, from that made by the German Government.

German sales of silver are made almost exclusively in the
London market. Thus, during 1877 the German sales of sil-
ver amounted to about $ 61,000,000, and during the same
year the imports of silver into Great Britain, from January,
werc §$68,737,790.

- Following is a statement, by months, of the imports of sil-
ver since December 31, 1877, into Great Britain, from Ger-

many :
- 1878,
January coei it e ittt st ittt s et e e $1,713,475
February ... 6,228,975
March. 5,355,450
April . 3,883,900
- 173,950

As the monthly average, during 1877, of British imports of
silver from Germany, was § 5,728,149, the falling off of the
sales in January, 1878, is very marked. It is . doubtless
attributable to sales then made to the Russian Government,
of silver to be coined for war purposes. There were reports
at that time, credited in London and Paris, that Russia had
actually concluded a negotiation with Germany, for a pur-
chase of silver to the amount of twenty millions of dollars.
It is now known that if such a negotiation was attempted,
it was not cancluded, but European finaucial journals agree
in saying that considerable purchases of silver were then
made in Germany, by Russia, and that the Russian mints
have struck a large number of silver coins for the use of
their armies operating in Turkey.

The nominal value of the silver coins purchased and taken
in by the German Government, at different dates, has been
officially stated as follows -

Dates. Marks.
tember 30, 1877..ccceetencinnanns . 906,859,6c0
February 38, 1878.. .. 967,419,259
March 31, 1878.. 998,727,499
April 30, 1878 1,012,997,637

The nominal value of the silver subsidiary coins, struck at
thc German mints at’ different dates, has been officially stated

as follows:
Dates. . Marks.
September 30, I877. . cceetiiiiiicneceecctitatosasscnncasans 411,435,300
March [T 2. 1 . 424,881,479
March b o 2. L 425,038,589

April O 2 - F vevesasas 425,514,794
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The new subsidiary German silver coinage is underweighted
about eleven per cent., whereas, the loss of weight by wear
of the old full tender silver is only about three per cent.
There is, therefore, silver enough in 920,000 marks of the old
coinage, for 1,000,000 marks of the new coinage. .

In a paper published in November, 1877, SOetbeer estimated
that if the German Government continued to sell silver at
the rate of its sales during the three months ending Septem-
ber 30, 1877, the whole operation would be completed per-
haps during the year ending 1878, or at any rate, by the end
of March, 1879. !

But if we take the rate of sales, 1,651,000 kilograms for
the whole year 1877, instead of the rate of sales for the par-
ticular quarter ending September 30, 1877, it would take
eighteen months to dispose of the 2,500,000 kilograms, esti-
mated as remaining, December 31, 1877.

If we take the rate of sales in the London market since
January 1, 1878, the operation would take a still longer time,
but to the sales since that date, in London, is to be added
an unknown quantity disposed of in Russia.

At what rate sales will be actually made hereafter, is a
matter of mere conjecture for those who are not in the secret
of the German political administrators. They must be influ-
enced from month to month by the course of events, and by
their opinions from time to time as to the probabilities of a
rise or fall in the silver market. As gold must be purchased
to take the place, to some extent at least, of the silver sold,
they are also compelled to consider to how rapid a process
of depletion they can safely subject the world’s gold markets.
During 1877, when the German sales of silver in London
were $68,737,790, German purchases of gold in the same
market were $ 41,717,425. The commercial depression in Ger-
many is already so severe as seriously to menace political
and social disturbances.

The amount of silver to be sold by Germany will be
largely reduced, if the maximum of ten (10) marks per capita of
subsidiary silver shall be increased. The proposition of the
executive department, submitted to the German Parliament
near the end of 1876, to increase the maximum to fifteen (15)
marks, was then laid over for further consideration, and to
await a practical test of the sufficiency of the ten marks
already provided for.

A merchaant of this city, who has numerous corre-
spondents in Germany, writes us as follows, under date of
April 6, 1878 :

¢] have made inquiries, in various parts of Germany, regarding the present
circulation of silver, but the replies are very unsatisfactory and contradictory.

In one thing, however, they agree, namely, that rather a scarcity of small coins
prevails, which, natum.’lly, must make it.le’ more felt, the more thalers become
scarce.”

7
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The Paris correspondent of the London ZEconomist of April
20, 1878, says:

¢ Parties in the trade expect changes before the end of the year, which will
give some activity to the silver market. It is said that the German Govern-
ment, finding the sum of ten marks per inhabitant, to which the coinage of
small change is limited, insufficient, propose to increase it to fifteen marks.”

The probability seems to be that the present maximum of
ten marks of subsidiary silver coinage per capita will be
enlarged, although it may not be raised so high as fifteen
marks. Any addition which may be made will reduce, by so
much, the silver Germany has to dispose of.

Soetbeer reports the out-turn of silver from German veins
and refineries from 1872 to 1875, both inclusive, at § 27,500,000,
and that it is since increasing. The increase is mainly due
to the same improved processes of extracting silver from lead,
which have so considerably augmented the silver out-turn of
British refineries. To whatever extent domestic production
of silver supplies the German demand for the arts and for
plate, more of the silver coins taken in by the government
will be disposable for sale abroad.

On a general review, it has turned out that the silver in
Germany remaining to be sold, December 31, 1877, was as
great as the maximum estimate made by the British Silver
Commission of the quantity remaining in June, 1876. In
other words, the old silver of Germany has proved to be
very much beyond the accepted calculation of two years ago.
The total amount of the old silver coins, struck between
1750 and 1871, was, stated in marks (the mark being about
twenty-five cents) as follows :

Marks.
Thaler COINS....icevrieinnes ceereireseasncsenncacenceansn 1,482,000,000
Gulden or Florin......cviiieinienniinanns eesietesieesesas 204,000,000
House-TOWN..coieeerreenseessasscessoscassansessoncncnne 24,000,000
[0) 16 BT01 .37 11 A 82,000,000
1,792,000,000

The Gulden, or Florin coins, were first called in, and at the
period limited for their redemption, which expired more than
two years ago, it was found that only sixty-eight per cent.
were presented. This led to the belief, on the part of the
government officials, that the loss of the thaler coins, which
had been much longer in use, would be very large. Some
estimates placed the loss as high as sixty per cent. But if
the present calculations of the German Government are
correct, the loss is not materially different from that of the
Florin coins.

Of the Thaler coins, 788,200,228 have been withdrawn to
the end of March, 1878.

The gold coinage in Germany has been principally (about
five-sixths) for the account of the government, but the fol-
lowing statement of the totals coined to the various dates
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named, includes also what has been coined for the account
of individuals :

Marks.
December 31, 1874... 1,109,344,400
June 30, 1875. 1,149,273,300
December 31, 1875. 1,275, 765,000
March 31, ,372, 1,379,467,800
June 30, 1876. 1,407,131,000
September 30, 1876. 1,422,109,800
December 31, 1876... 1,435,189, 500

March 31, 1877 1,435,230,/
%:n:e ber 30, !377 ....................................... 1,470,273.500
ptember 30, 1877. .0 .uiiiiiiiiiiiiiiiiiictteniiiaiinanns 1,521,303,300
March 16, 1878. ... Liieieniiiiienianenns Creesiesenaies 1,573,080,845
April 20, I878. ittt e 1,584,113,385

AS}ATIC ABSORPTION OF SILVER.

Notwitstanding many confident predictions made in 1876,
and during the two or three years preceding 1876, that the
Asiatic demand for silver would never again resume great
proportions, it turns out that the exports of silver during the
year 1877, to Eastern Asia (India, Japan, China, and the
Straits ), were $ to5,000,0c0. The greatest previous export
was $§83,650,000, in 1857. The exports of silver were,
approximately, from Southampton, $8o,000,000 (in exact
figures, £ 16,970,841) ; from San Francisco, $ 19,000,000 ; from
Marseilles, § 4,000,000; and from Venice, § 2,000,000.

Of the Southampton export of silver, £ 14,923,156, which
(taking the pound at $4.85) is $ 72,377,307, was to India
alone, and more than that amount was absorbed in that
country, as India had a balance of imports of silver from
other Asiatic countries during the same year. In the four
years ending in 1866, when India cotton exports were so
great in both quantity and price, in consequence of the
American civil war, the net Indian balance of silver imports
was @ 270,000,000, or an annual average of §67,500,000.

The general cause of this unusual outflow of silver to Asia,
was the progress of the German silver demonetization, in
connection with the closure against silver of the United States
and European mints during 1877. During that year, silver
from Germany reached the London market to the amount of
$68,737,790. It went from London to Asia, because there
was no other market. If Germany had sent ten times as
much silver to London, that city would have sent ten times
as much to Asia. Under the circumstances, the uncertainty
was not in respect to the direction of the silver, but in
respect to the price it would command, and that depended
on the quantity. It can never be difficult to foresee the
direction which a fluid will take, which has but one outlet,
and the silver absorbing capacity of Asia, is equal to any
possible quantity which can be thrown upon it. It is only a
question of a greater or less rise of Asiatic prices.

Some British authorities ascribe a part of the large exports
of silver to India in 1877, to British loans made in conse-
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quence of the Indian famine. Some of these loans were only
temporary advances, and have been paid off this year, which
payments must have had the effect of reducing this yecar’s
silver exports. The direct and general effect of the famine
in India must be to diminish its power of demanding and
retaining silver.

The Madras correspondent (July 4, 1877) of the London
Times, says :

““It is a fact that hundreds and thousands of the people have already sold
their jewels of silver and gold to pay for food. The Nfaster of the Bombay
mint has lately published some most signifizant figures on this subject. The
amount of silver bullion in small Em'cels, resulting from the melting down of
personal ornaments, received into the mint in May, was about £ 80,000, and in
June, the amount was still higher.”

Of the silver coinage of the Bombay mint, during the
whole year, 1877, the London ZEconomist of April 20, 1878,
says that it was “increased by more than a million pounds’ worth
of stlver ornaments received from the sufferers by the famine.”

The same poverty resulting from famine, which has induced
this delivery into the mints, of silver ornaments, would be
felt even more in diminishing expenditures upon new silver
ornaments. In all ways, anything which impoverishes India,
must impair its power to purchase and retain the precious
metals.

Another British explanation of the diminished India
demand for silver in 1878, as compared with 1877, is the
great fall in the rates of discounting by the India banks.

The London Economist of July 6, says :

¢The silver market is again decidedly depressed. The cheapness of money
in India has, doubtless, contributed to this unfortunate result, and the Bank of
Bombay has now lowered its minimum discount quotation to four per cent. A
few months back it was nine per cent.”

During some portion of 1877, the India banks’ rate of dis-
counting was as high as eleven per cent.

The India demand for silver has always been fluctuating ;
periods of large importing being followed by periods of small
importing. But the current always sets one way, and always
will, unless silver mines are discovered and worked in India
itself to supply its immemorial demand for that metal.

British silver exports to India and China (including Hong
Kong), for January, February, March, April, and May, 1878,
compared with the same months in 1877, were as follows:

JANUARY.

1877. 1878.
TolIndia.....covinieinennnnnnn, $ 5,882,750 veee $ 2,500,000
ToChina.....ccovveeenvennnnnn. 375,075 ceee 1,174,208

Total.....ocovvveeninnennanns $6,257,828 cees $.3,674,208
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FEBRUARY.

1877. 1878.
Tolndia......ccovivuveevnnnans $ 3,015,500 eeee $ 6,950,250
ToChina.....coveennnreannranns 1,321,750 cenn 1,201,635
Total.oioeiveeennncrncenncans $ 4,357,350 ceen $38,151,885

MARCH.

1877. 1878.
Tolndia......coovuvvecnnnnnnns $5,69a,g35 ceee $ 2,281,000
ToChiDa...i.eereeuninanananns 712,850 ceee 578,675
Total.......ccevviiviieennnns $6,405,185 cees $2,859,675

APRIL.

1877. 1878,
Tolndia...........ccoiiinnnnnn $ 5,300,000 ceee $ 303,775
ToChina......cocevuivenenenns 931,105 ceee 7,530
Totak......ooiveniinnnnnnnnnn $6,231,105 veee $981,305

MAY.

1877. 1878.
Tolndia......coveeveeeenennnnn $6,472,250 veee $ 1,897,200
ToChiba....o.evneeencerenennns 1,024,750 ceee 1,117,400
Total......covviiveivennannnn $ 7,497,000 ceee $ 3,014,600

Comparing the first five months of this year with the cor-
responding months of last year, the silver exports from San
Francisco to the East, were as follows :

1877. 1878.
$ 1,662,744 teee $3,168,757
642,843 cees 662,676
1,451,713 ceee 2,536,713
one. eee 53,350
$3,757,300 ceee $ 5,420,496

Of these quantities, the part consisting of foreign coin and
foreign bullion, was § 1,288,528 in 1877, and $726,611 in 1878,
For the month of June, the San Francisco silver exports to
China were, in bars $1,067,087, in Mexican dollars § 376,101,
and in trade dollars $ 148,823, making a total of § 2,492,911.

THE GENERAL EUROPEAN SITUATION.

In Spain, nothing has been done to change the situation
established by the Royal Decree issued in the summer of
1876. Silver 1s only coined on Government account, but no
movement has been made to demonetize it.

In Holland, the provisional law of 1875, which expired
January 1, 1877, but was extended to January 1, 1878, has
been again extended, and, as is supposed, for another year,
so that the Dutch attitude remains an expectant one. The
provisional law of 1875 restricted the coinage of silver to the
account of the Government, while it permitted the free
coinage of gold, which, however, has not yet attained any
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important proportions. Indeed, the small quantity of gold
imported into Holland for coinage purposes under the pro-
visional law of 1875, seems now to be leaving that country.
This would be expected, as silver is equally a legal tender
and gold is at a premium. The London journals publish
the following from the Framkfurter Zeitung of May, 1878:

“The gold bullion held by the Bank of the Netherlands has experienced
a considerable diminution recently. DLuring the year 1877, £66,000 in Dutch
old coins and 41,767,000 in foreign gold and bars have been exported, and

e process is still going on. In April of this year £417,000 already
been taken for the same purpose.”

Switzerland seems in recent years to have parted with gold,
rather than to have absorbed it from other markets. The
following explanation of the fact is found in the Vienna
-correspondence of the London Economist of June 8:

“The circulation of the notes of Swiss banks in 1877 amounted to
83,500,000 francs, whilst it had amounted to but 24,500,000 francs in 187I.

is fact is due to the disappearance of gold from the circulation, which is
owing to the double standard, and to the fall in the price of silver. The
population which has been used to having gold in its hands for a very long
time, does not like the silver, and especially the large silver five-franc
pieces from Alsatia and France, and prefers using notes, although they were
very unpopular in Switzerland at one time.” :
~In Roumania, the circulation of both the metals has been

superseded by the issue of $6,000,000 of government paper,

made a tender by law. In Greece, the metals have been
expelled by paper of a different kind. Instead of issuing its
own notes, the government of Greece has become a borrower
from certain banks, one of the terms being, that until the
loans are repaid, the notes of these banks, to certain amounts,
shall be a tender by law. In Turkey, the issue of govern-
ment paper money has continued upon a large and increas-
ing scale, and the same thing is true of Russia. In Hungary,
additional issues of government paper are urged, but the
proposal meets with resistance, and nothing has been decided
upon. The political and military events of the past year
have thus tended to banish the metals still more completely
than before from the eastern half of Europe. The metallic
supplies of western Europe have doubtless been somewhat
increased in consequence.

Upon the whole, it is apparent that the gold price of sil-
ver must rise, as soon as the German stock is disposed of,
either by sale or by an enlargement of the German subsidi-
ary coinage, unless there shall be a largely increased pro-
duction of silver, or unless there shall be further demoneti-
zations of silver in Europe. In respect to the probability of
the latter, there are differences of opinion. The pending
International Monetary Conference will throw light upon it.
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THE INCREASE OF MERCANTILE FAILURES.
' BY DR. GEORGE MARSLAND.

The resumption of specie payments has often been referred
to as a fruitful cause of mercantile depression and disaster.
The experience of England after the paper-money period,
which lasted from 1797 to 1821 has frequently been cited to
show that the end of inflation of the currency and the
beginning of specie resumption are periods of critical danger
to trade and industry. To not a few persons evidence of
the same kind seems to be furnished by the report of Messrs.
Dun, Barlow & Co., respecting the failures of the last half-
year. The figures compare as follows with previous reports:

MERCANTILE FAILURES IN THE UNITED STATES, 1875-18%8.

No. A ¢ A
Fai;-:{:. L::r:lyhg Lt'a';l;l"ﬁ::.
First six months in 1875 . 3,563 - $6,844,266 .. $21,567
First six months in 1876 . 4,600 .. 108,415,429 . 23,568
First six months in 1877 . 4,749 . 99,606,171 . 20,974
First six months in 1878 .. 5,825 .. 130,832,766 . 22,460

Although, as has been said, these figures might seem to
confirm the theory that specie payments and the approach of
resumption are working mischief for national industry, this
inference is not suggested in the circular before us, but sev-
eral other causes are mentioned as sufficient to account for
the trouble. Prominent among them is the agitation caused
throughout the country by apprehended legislation at Wash-
ington, which has occupied the public mind, impaired confi-
dence and injured trade. Another circumstance referred to
is the impulse given to the process of liquidation by the
repeal of the bankrupt law, which has “compressed into the
space of a few months not only the anticipated  troubles of
the future, but the revelations of the misfortunes of the past.”
Finally, there is in this country, as abroad, the downward
tendency of prices and the general shrinkage in values which
has been more conspicuous during the last six months than
in any period since 1873, resulting in numerous misfortunes
which, after so long a period of depression, have discouraged
business men and made them powerless to withstand the
pressure. *

On the whole, therefore, it would appear that, in the opin-
ion of Messrs. Dun, Barlow & Co., the increase of failures is
not due, as many have supposed, to the approach of resump-
tion, but to other causes, many of which are operating in
other countries with equal or greater force. To complete the
foregoing statistics, we give the following table, showing the
comparative progress of liquidation during the several quar-
ters of the last three years:
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—~—13¢ Onarter.—— —2d Quarter.—— ——3d Quarter.—— 4k Quarter.—
No.of Average No.of  Average No. o Average x\a af Aueragl
Years. Failures. Liabilities. Failures. Liabilities. Failures. Liabilities. Failures.Liad

1875 . 2 a1, .1, . .
i 2:& -$21,784 . 1,581 .$ar295 . 1,771 .$30,676 . 2,405 $=9.47s

23,038 . 1,794 . 24,398 . 2,450 . 19,534 . 2,042 . 17,
1877 . 2,869 . 19010 . 1,880 . 23,972 . 1,816 . 23,318 . 2,307 . 21,117

1878 . 3,355 . 24,464 . 3470 . 19738 . — . — | — . —
No. Amount o, Ave:
Failug:. Lwtxlmc{ Lx'at:z{:"n.
Total for the year 187§ .. 7,740 .. $ 201,060, .. $25,960
Total for the year 1876 .. 9,093 .. 191, 117,:7’& zx,’ozo
Total for the year 187 . 8872 .. 190,669, . 21,491
Total for the year 1875 .. — . _—_ .o —

Two general causes of mischief are mentioned in addition
to those above discussed, which are more specially their
nature. There is, first, a lowering of the moral tone of the
business community; and secondly, an overcrowding of certain
departments of business. On the last of these points the cir-
cular has the following valuable suggestions :

“That there are still too many in business in proportion
to its volume and profitableness there is no denying, and
that failures are likely to occur while this condition lasts is
equally certain; but this does not alter the great fact that
the country is rapidly recovering itself, and that by the suc-
cess of agricultural operations great bodies of producers over
vast sections of the country are materially increasing their
purchasing power. It is true that in numerous manufacturing
centres depression still reigns, and no revival is hoped for so
long as the capacity to produce so immensely exceeds the
probable demand. That this view has become a settled con-
viction in many minds, even among the operatives themselves,
is a hopeful sign, for the necessity will then become appar-
ent that a numerous class should adapt themselves to other
industries ; and the fact that at Government and other land
agencies there have been very frequent applications for farms
from those hitherto engaged in other pursuits, is one of the
most cheering signs of the times. As a country we are most
fortunate in this, that millions of fertile acres are available
at a merely nominal price, and that, with very little effort,
not only a living, but comfort and eventual independence
are possible to families willing to work. In no form could
organized philanthropic effort be better shaped than in
encouraging by information, direction, and even material aid,
a movement from manufacturing centres to the cheap lands
of the West and South. If by firmness on the part of
wholesale merchants in refusing settlements and compromises
in the event of failure, a similar movement could be induced
among the large army of unnecessary retailers and middle-
men now dividing up between them the limited trade of the
hour, an early solution would be found for many difficulties
from which the business of the country suffers. That these
results will be, of necessity, gradually accomplished, is certain,
and the sooner the better for all concerned.
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“There are numerous other indications of an encouraging
character ; the enormous amounts realized from both natural
and manufactured products exported, the certainty of mag-
nificent crops, the continued success attending the develop-
ment of mineral resources—all point to a steady gain in
national wealth. The probability of early resumption of spe-
<ie payments is another most encouraging circumstance, and
taken in connection with the likelihood that values have
touched their lowest point, will result in begetting a degree
of certainty and stability, to which the trade of the country
has been a stranger for some time past.”

There is nothing new in this complaint of the overcrowd-
ing of the avenues of business. In every age of the com-
mercial history of the world periods of depression have
occurred from various causes, and one of the most frequent
symptoms of such crisis is that there is less demand for
various classes of workers from the simple reason that there
is less work to be done. Where ten men were required to
do the volume of business, five are, perhaps, sufficient if the
contraction of business reaches a certain point. This being
so, a struggle ensues as to which of the ten shall retain and
which shall lose their old places. The result, however, is, of
course pretty uniform; a great number of men who formerly
had full work at their old employments are driven away to
seek other occupation. In a country like our own, so rich in
resources, willing hands can always find work by .which, in
one way or other, an honest laborer can earn subsistence for
himself and his family. In the older countries of Europe
the problem is more complicated, and when men lose their
place in the grand army of industry, they do not find it so
easy as in the United States to obtain a new position and
start once more upon a fresh career. Hence, the transition,
the change of employment which, in times of panic and
stagnation is always forced upon a great number of persons
in every commercial country, is productive scarcely anywhere
else in the world of so little serious disaster and ruin to
the individual members of society. Not a few writers have
proposed, as a remedy for some of the evils we are discuss-
ing, that there should be a smaller number of *middle men”
to stand between the producer and the consumer. But these
theories cannot be put in practice for many reasons. The
“middle-man,” as he is called, is as really a producer as the
farmer or the manufacturer whose product he buys and sells.
As the word itself indicates every man who facilitates the
progress of goods to a market is a producer. In the analy-
sis of political economy, there is no place for the ‘“ middle-
man.” Every person is regarded as either a producer or a
consumer, and commonly he is both by turns. In confirma-
tion of the general nature and wide-spread influence of the
causes which have augmented the number of failures during
the last six months, the following table is given:
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Second rier Total for ﬁr:t six Tectal for first six
i xg‘;. — of 187;8.— f—:‘r;outh of 1877.—

! 0. lo.
STATES AND Fail- Amount of Faiul- - Amount of Fal-  Amount of
TERRITORIES, wures.  Liabdilities. wres. Liabilities. ures.  Liabilities.

Alabama..... 6. $770904 . 35. $461,672 . 33 . $526,031
T . 19,000 . . 42,107 . — . —_
zo . 90,500 . zg . 272,600 . 15 . 176,325
¢ 53000 . 139 . LRI . 179 . 1,456,756
City of San Francisco 61 . 990,000 . I16 . 1,826,747 . 78 . 5,802,035
Colorado............ 13 . 133,760 . 26 . 337,373 - 21 . 386,400
Connecticut......... 73 . 1,355,201 . I50 . 2,795,640 . 162 . 2,030,740
Dakota ....... 2. 11,000 . 7. 83,000 . 3. 18,500
Delaware........... 9. 92,000 . II . ggzsoo . 8. 149,500
District of Columbia. 8 . 113,702 . 17 . 164,202 . 19 . 733,600
Florida.............. 6 . 41,138 . 12 . 76,638 . 7. no,g
Georgia. . 863,772 . 8 . 1,533,562 . 56 . 703,
Idaho..... T _ . - . _— . 2. 29,500
Illinois.............. 78 . 816,430 . 282 . 4,808,131 . 244 . 4,113,800
City of Chicago.... 104 . 3,480,000 . 21§ . 8,753,300 . 107 . 4,710,600
_ Indiana............. 73 . 1,133.800 . 354 . 3,948,549 . 178 . 2,234,885
Iowa..... ... 8. 1,021,000 . 245 . 2,140,400 . 3222 . 1, 400
Kansas............. 7. 105,800 . 20 . 424,550 . 22 . ,250
Kentucky... coes 81, 1,446,880 . 145 . 4,759,258 . I24 . 3.943.750
Louisiana.. vee 43 . 986,306 . . 4,080,706 . 31 . 434,518
Maine........ 39 . 144,900 . I17 . 803.g . 54 . 571,000
Maryland .. 3. 589,080 . . 1,246, . 71 . 1,756,502
Massachusetts....... 180 . 4,758,422 . 354 . 7,817,431 . 2068 . 4,100,128
City of Boston..... 61 . 2,001,300 . 175 . 6,536,523 41 . 32,161,200
Michigan............ 91 . 1,552,554 . 219 . 4,008,025 . :g . 4,943,328
Minnesota we. 32X, 186.8% . 85 . gﬁ;,qﬁ; . . 1,096,518
36 . 241,176 . 70 . 260 . s8 . 599
15 . 177,212 z; . 738,316 . 33 . 461,842
29 . 239,700 . . 861,500 . 63 . 3,491,350
17 . 91,300 . 65 . 472,200 . 28 . 201,300
- . —_ . 7. 107,137 . 40 . 460,329
New Hampshire..... M. 134,500 . 57 . 276,800 . 35 . 220,162
New Jersey 40 . 634,600 . 77 . 1,083,800 . 87 . 1,050,828
New Mexico 2 2,200 . 2. 2,200 . — , —_—
New York........... 207 . 3,124,735 . 515 . 8,538,844 . 57t . 9,845,590
City of New York.. ISI . 7,910,000 . 424 . 23,395,413 . 484 . 16,545,004
North Carolina...... 36 . 264, . 8. 399. . 6s 411,965
Ohio.............. 112 . 1,085,084 . 290 ., 6, 3I°g . 199 . 3.130,637
City of Cincinnati.. . 1,804,148 . 106 . 3,315, . 56 . 1,813,890
TEGON . vvvenennnns . = . —_— . = . . 18 . 175,904
Pennsylvania........ 205 . 5,488,923 . 439 . 11.7:4,3,653 . 300 . 6,052,057
City of Philadelphia. 70 . 1,414,122 . I35 . 5,402, . 83 2,215,873
Rhode Island........ 33 . 389,322 . 67 . 955,235 . 54 . 2,183,587
16 . 100,138 38 . 513,561 . g . 924,496
49 31,154 . 123 . 1,340,474 . . 602450
49 . 478,490 . 145 . 1,873,510 . 77 . t,ooag.g
3 42,500 . 4 . 43,700 . 5. X
22 . 395,500 . 632 . 1,070,600 . 49 400,863
Virginia ............ 41 . 316,144 . 62, 612,044 . 52 . 439,734
Washington ’l‘emt'ry - _— - -_ . 4. 45,800
West Virginia....... 10 . 132,000 . 23 . 227,736 . 306 . 381,926
Wisconsin .......... 49 . E:zzo . 9. 1398016 . 76 . 1,143,956
Wyoming ......... . 2 14,000 . 4 . 24,000 - —_
Total......... ceee 3,470 . $48,753,940 .5,835 . $130,832,766 .4,749 . $99,606,171

Dominion of Canada. 3932 . 4,407,800 . 947 . 13,508,729 .1,223 . 15,151,837

It thus appears that in most of our large cities the fail-
ures are much greater this year than last, the only exceptions
being at St. Eruls and San Francisco. In many of the
Western States the failures have been heavy, for example,
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in Ohio and Indiana. In Texas, Georgia, Tennessee, Ken-
tucky and other Southern States, as well as in Pennsylvania,
Massachusetts, Vermont and Maine there has also been an
increase of insolvencies. In Canada the prospects appear to
be brightening, and the failures are fewer, than last year as
well as of smaller magnitude. The general conclusion from
the whole of these statistics evidently is, that, notwithstand-
ing the impulse which several rich harvests have given to
our national wealth, there are general causes of trouble which -
are at work in this country, and still more conspicuously in
Europe, and that almost every State in the Union is suffer-
ing more or less from the consequent stagnation and indus-
trial distress. Secondly, there are not a few promising indi-
cations that the tide is turning and that if Congress does
not disturb public and private confidence, by the agitation of
mischievous schemes of legislation, we may hope for a grad-
ual improvement in commerce and trade. '

IS ENGLAND SPENDING HER CAPITAL?
BY GEORGE WALKER.

The annual values of property assessed to income tax in
Great Britain show a very great increase of wealth in the
United Kingdom within the twelve years between 1864-5 and
1876-7. The net annual values so assessed increased from
331 to 490 millions sterling, or nearly fifty per cent.; but as
these values are given after the authorized deductions or
exemptions from taxation have been made, the gross values
must have increased much more, since between 1865 and 1877
the limits both of exemption and abatement were much
extended. The figures above given do not, moreover, include
the incomes of the working classes, who, as a rule, pay no
income tax; it is well known that, within the period desig-
nated, the wages of those classes have largely increased;
although there has recently been a great falling off, owing to
the excessive prostration of industry.

The direction which the development of wealth has taken
will be best seen from the increase in certain items of the
assessment ; thus the assessed revenue from houses increased
from sixty-four to ninety-six millions; that from farms from
seventeen to thirty-six; that from mines and ironworks from
seven to seventeen; that from gas, railways, canals and other
property from twenty-three to fifty-one; that from public
companies from eleven to twenty-four; and that from trades
and professions from g9 to 136.

While the greatly increased wealth of Great Britain in 1876
over 1864 is thus incontestibly established, it has been seri-
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ously questioned by high authorities in England whether
that increase has not received at least a serious check, if a
period of decadence has not actually set in. The latter
would seem to be the opinion of Mr. Rathbone, the member
of Parliament for Liverpool, who, in a letter to the Econo-
mist, dated November 15, 1877, elaborately reviewed the
economic situation, and arrived at the conclusion *that the
country, as a whole, has been extravagant, and has overspent
to an extent wwhick is reducing its capital, and cating inlo its sav-
sngs.” Mr. Rathbone is a merchant of inherited wealth and
influence, and of large experience, and the grounds of his
conclusion above stated may be thus summarized. The excess
of imports over exports, which has usually been regarded as
the bringing home of the profits derived by England from
her foreign commerce, and from her trade and investments
in foreign countries, during the fifteen years from 1860 to
1874  inclusive, fluctuated between forty and seventy-two mil-
lions sterling, and averaged fifty-six millions. From seventy-
two millions in 1874, this excess suddenly rose to ninety-two
mlllions in 1875, to 118 millions in 1876, and to an estimated
sum of 142 millions in 1877, the year not being ended at the
date of Mr. Rathbone’s letter.

Other writers have since endeavored to break the force of
these figures—notably Mr. McKay, also a merchant of Liver-
pool, in a contribution to the Zconomist of December 8th,
1877—by showing that Mr. Rathbone did not make sufficient
allowance for the deductions to be made from imports on
account of freight in British bottoms, and other charges
included in the declared values, but which, being due to
British merchants, are not to be charged against the country;
and on the other hand, for additions in the way of freight,
insurance and profit, which should be made to the declared
value of exports, being equally items accruing to the
home merchant and shipowner. But Mr. Rathbone did not
overlook these necessary corrections of the account. On the
contrary, he stated that “in the case of imports, the amount
of freight, charges and profits due to British shipowners and
merchants, would have to be estimated and deducted from the
official statement of the aggregate value of our imports,
before we could arrive at the amount which, in some form or
other, this country has to pay to foreign countries; and in
the case of exports, the freight, charges, and profits earned
thereon by British shipowners and merchants, would have to
be estimated and added to the value of our exports as stated
by the Board of Trade, if we would wish to ascertain to
what extent the amount of our exports could counter-balance
the amount we have to pay for our imports.”

Whether Mr. Rathbone, or his critic, is nearer right in
their estimates of these necessary corrections, his main
proposition, that the imports have suddenly and abnormally
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increased, cannot be impugned; inasmuch as precisely the
same corrections, and in nearly identical proportions, must
be applied to all previous statements of exports and imports,
leaving the ratio of that increase the same as if the correc-
tions had not been made.

The methods of paying for imports are thus classified by
this writer, “1, by the net proceeds of our exports, plus
any freight earned on their transport by British shipowners;
2, by the profits of trade other than our export trade, carried
on for account of this country, to supply the wants of
foreigners; 3, by revenues derived from foreign stocks and
investments; 4, by the sale to foreign countries of stocks
or other investments; and 5, by the export of specie beyond
the amount which is merely passing through the country in
transitu. Payments by means provided from the first three
sources may, I think, be considered to be paid out of
income ; from the last two out of capital.”

Mr. Rathbone then proceeds to show that there has been
a decline and not an increase in exports, growing out of
the facts, that in 187z and 1873, imprudent loans by British
capitalists to foreign governments and to private companies,
notably to the railways of the United States, gave an
unnatural and unhealthy impulse to the export trade. An-
other impulse was derived from the conclusion of the Franco-
German war, which, for nearly a year, suspended even normal
operations on the Continent. These exceptional causes have
ceased to operate, and in place of them, there has grown up
a greater independence of British products in many coun-
tries, which formerly depended largely on them. We know
how heavily the imports from Great Britain have fallen off
in this country, both by reason of the suspension of railway
construction, by the checking of municipal and other bor-
rowing in the London market, and by the supremacy which
we have acquired in our own markets in the important
articles of iron and cotton goods. Although this last result
may be attributed to the tariff, there can be little doubt that
this is not the true explanation of it; the fact being, that
owing to the reduced cost of all raw materials and of living,
and to the greatly multiplied channels of transportation,
which have lowered the carriage of products to a third or a
quarter of its cost ten years ago, all the conditions of pro-
duction have been so improved, as to place the United States
beyond the reach of foreign competition in the home market.
Bessemer rails, which cost § r2o a ton in New York in 1872,
have, within a few months, been laid down in Illinois, by an
Eastern manufacturer, at $46 a ton; and railways can now
be, constructed, anywhere in the United States, at from a
third to a half of their cost in 1872.

As to the second means of paying for imports, contained
in Mr. Rathbone’s category, profits derived to British capi-
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tal from trade carried on by it to supply the wants of
foreigners, his statement is, that these profits are derived
from the building of ships for foreigners, from the carrying
trade in British ships, and from the exchange and banking
profits made out of foreigners, in and out of England, by
English merchants and bankers. All these sources of income
have declined. Fewer ships are ordered from abroad, and
the carrying trade has been greatly curtailed, especially since
the completion of the Suez Canal. The opening of that
avenue to the East has wrought a complete rcvolution in
European trade, "and has benefited the continent at the
expense of Great Britain in two ways. It has avoided the
passage of the great Asiatic staples through England on their
way to France, Germany, Austria and other continental coun-
tries, and it has reduced the quantities and multiplied the
number of shipments, thus requiring less dependence on the
London money market, where the largest portion of Eastern
exchanges have always been manipulated. The electric tele-
graph has, in this instance, as in many previous ones mate-
rially contributed to economy in the use of capital. An
equally signal instance of it occurred in this country after
the opening of the Pacific Railway, and the establishment
of the steamship line to Japan and China, events which were
speedily followed by the building of a continuous telegraph
line to those countries. The tea trade, which was formerly
in the hands of a few rich houses and very profitable, became
suddenly unprofitable, owing to the ability of German and
other houses to do the business on small capital, and to the
greal abbreviation of the time necessary to the transit of
cargoes.

A significant illustration of this revolution in trade came
within the writer's knowledge and business experience. The
Gold and Stock Telegraph Co., of New York, in the prose-
cution of its business of a gatherer and vendor of the market
quotations of all countries, made arrangements several years
ago, at a considerable expense of telegraph tolls, to bring
from San Francisco, on the arrival of every China steamer,
a carefully prepared tea report, compiled by its China agents.
This report was specially procured for one of its customers,
the Boston Board of Trade. But the company expected to
derive a considerable profit from the sale of the report to
the large tea houses of this and other cities; not one of
them, however, would take it, much preferring, as they
said, that no such report should be brought over.

“Formerly,” says Mr. Rathbone, “cotton from Bombay,
and silk from China, were shipped to England, and thence
distributed to manufacturers on the Continent. A voyage of
three or four months was occupied in transmission to Eng-
land, a much further time was consumed in the sale and
retransmission of it to the Continent. Now the Austrian
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manufacturer can contract with the merchant of Bombay for
so many bales per month or per week, delivered direct from
Bombay, via Trieste, involving only a month’s steaming ;
while he can make his wants known by telegraph in a few
hours. Similarly, much silk goes direct to France. Again, a
miller can order his wheat from- Chicago by telegraph, and
receive it by a through bill of lading, over railway and by
steamer, whereas formerly it was sent for sale to New York,
thence again for sale to England, and thus now his wants
are made known and supplied in a much shorter time than
formerly.”

The third of M. Rathbone’s means of paying for imports, is
out of the income derived from investments in foreign
countries. The omnipresence of British capital has heretofore
made the revenues thus accruing, very large; but there can
be no doubt that they have seriously declined within the last
five years. The mercantile and industrial investments have
suffered from the universal prostration of trade in all
countries. The loans to foreign governments and to private
companies, and the investments in the railways, mines, and
other enterprises abroad, have been generally unfortunate.
Great Britain would not touch the Federal securities of the
United States until the Germans had made vast fortunes out
of them ; but it greedily absorbed the stocks of Spain,
Austria, Turkey, Egypt, Peru, Honduras, and other States of
large promise and small performance. Careful estimates.
heretofore published in the Zconomist, show, that much of
this capital was hopelessly sunk. Not only must the income
from it have fallen off in 1875 and 1876, but the shrinkage
has steadily continued to the present time. ‘Even the pre-
eminent ability of Mr. Goschen, as a financier, has failed to
put the Viceroy of Egypt on his legs, or to accomplish the
security of the British bond-holder.

If Mr. Rathbone is right in his conclusion that from neither
of the sources of income, which we have thus enumerated,
has there been any increase at all commensurate to the
increased excess of imports coming into Great Britain, it
must necessarily follow, that that excess has been paid for
out of capital, and in one of the two ways which he has
indicated. Either the country has largely parted with its
stocks and investments in other countries, or it has covered
balances by the export of specie. There is much evidence
tending to show that this has been the case. The excess of
loanable capital in London since 1873-4, which is shown by
the deposits in the Joint-Stock banks, and by the prevailing
low rates of interest, especially in the open market, has
served to cohceal a de(_rease in the National wealth, if such
a decrease does, in fact, exist. The causes of this excess of
capital are many, but they are principally to be traced in
the stoppage of production and trade, and in the reduction in
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the amount of capital required to do business, under the
quickening of the social exchanges which has been already
alluded to. Political complications, and the distrust engen-
dered by bad faith, have weakened the confidence in foreign
public debts, to such an extent as to cause the English hold-
ings of them to be largely sold. This was said to have becn
the case with regard to Russian securities a year ago, and
it has doubtless been much increased since the political
issue between England and Russia became a direct, instead
of an indirett, one. All the great Russian loans are in ster-
ling, and have been negotiated on the London market by the
Barings and Rothschilds. The amount of Russian loans now
quoted in London, reaches the large figure of $8o0,coo0,000.
We know also that there was a large export to this country
of Federal bonds from England after the agitation of the
- Silver Bill and for the repeal of the Resumption Act began.

Mr. Rathbone also shows that bullion has gone abroad to
complete the payment for excessive imports. The proof of
this is to be found in the returns of the Bank of England.
The coin and bullion in the Bank on the first of November
1876, was £ 33,000,000, on the first of November, 1877, it was
only £ 22,800,coo. Between the same dates, the reserve fell
from £ 19,200,000 to £ 9,680,000. We have in another paper,
in this number of the BANKER’S MaGAzINE, (The English Bank
Rate) pointed ‘out the impaired influence, if we may not ven-
ture to say, embarrassed position, of the Bank of England,
growing out of its struggle to protect the national stock of
the precious metals. We did not, however, in that article
impute the drain of bullion to the cause now assigned to it
by Mr. Rathbone, namely, to the domestic necessity of export-
ing gold to pay for imports. It is, however, more than prob-
able that this has been one of the causes of that drain. All
intervening efforts to better the Bank’s position have, so far,
signally failed, and the state of the bullion and reserve at
the latest received date (July 4th) is even more unfavora-
ble than that stated by Mr. Rathbone as of the first of
November last. The coin and bullion are now £ 21,524,000,
and the reserve £ 9,080,000. The important resolution, lately
taken by the Bank, to abandon the guardianship of the
national reserves, shows that it is not deemed possible to
better the situation without such a codperation on the part
of other banking institutions, as will both increase the metal-
lic stock, and divide it up in such a way as to render it less
open to assault. If, however, England is losing gold by rea-
son of extravagant living, shortened production and excessive
imports, the disease is so deeply-seated as only to be capable
of cure by greater economy of private living and of public
expenditure. The results of the Berlin treaty are not favor-
able to the latter, and it remains to be seen whether the
new era of territorial acquisition and military protectorate
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inaugurated by Lord Beaconsfield, will not prove subversive
of that long-continued commercial supremacy which, since
the conclusion of the Peace of 1815, has transferred the seat
of power from Downing Street to Manchester.

In concluding the present article, it is, however, necessary
to state that other English writers, no less distinguished than
Mr. Rathbone, take an opposite view of the situation. Among
these are Mr. Giffen, an officer of the Board of Trade, Mr.
Newmarch, the eminent banker and statistician. Two valua-
ble papers read by these gentlemen before the Statistical
Society, since the beginning of this year, and since published
in its journal will form the subject of a future paper.

THE 3.65 INTERCONVERTIBLE BOND.

Persons in this country, respectable in numbers and intelli-
gence, recommend the issue by the National Government of
a paper currency convertible, at the will of the holder, into
bonds bearing what is considered a low rate of interest, the
rate of 3.65 being most commonly mentioned, and the bonds
to be also reconvertible, at the will of the holder, into paper
currency. The fundamental ideas upon which this recom-
mendation rests, are, that a very low rate of interest is the
result of a too abundant currency, and would be automati-
cally corrected by the power of converting the currency at
will into an interest-paying obligation, and that a very high
rate of interest results from a too contracted currency, and
would be automatically corrected 'by the power of converting
interest-bearing obligations at will into currency.

When the metallic currency of the world began to be sud-
denly enlarged twenty-five and thirty years ago, by the Cali-
fornia and Australian gold discoveries, and when a much

eater enlargement was universally expected than was in
act finally realized, the opinion that the increase of money
would reduce the rates of interest, was common, although by
no means universal. In England, this opinion was greatly
confirmed by the fact that the Bank of England fixed its
discount rate at two per cent. per annum, in April, 1852, and
did not raise it during the remainder of that year. This fact,
being simultaneous with, was readily accepted as the effect of,
the new influx of gold, and the general expectation in Eng-
land and elsewhere was, that this influx would keep money
constantly abundant, and the rate of interest constantly low.

Tooke ( History of Prices, vol. 6, page 278) says of the years
1852-3 :

“It was very generally supposed that the rate of interest
must be regarded as permanently reduced, in consequence of

8
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the rapid increase of money capital, the immediate result of
the importation of gold ; and there can be no doubt that
large transactions between borrowers and lenders were mate-
rially affected by views of this nature.”

Tooke also says (vol. 6, page 273):

“ The constant arrivals of new gold, and the evidence of a
great prosperity on all sides, had produced a moral effect on
the public- mind, so strong, that the rise of the minimum
bank rate in January, 1853 [to two and a half per cent. Jan-
uary 6, and three per cent. January 20], excited very general
surprise, and led to some loud cxpressions of discontent.”

The extent of the impression prevailing in England, that
the “ new gold” would work a “permanent reduction” in interest
rates, is illustrated in the financial prgset submitted to Par-
liament in April, 1853, by the then Chancellor of the British
Exchequer ( Mr. Gladstone), and by one of the objections
made to that proset by Disraeli (now Lord Beaconsfield ), the
leader of the opposition.

Mr. Gladstone proposed a rate of mterest on Exchequer
Bills of one and a half per cent. per annum, which he was
obliged in fact to double six months later. But his more
important proposition was to attempt to substitute a two and
a half, per cent. consol for the three per cent. consols, with
the aid of a guarantee that the proposed two and a half per
cent. consols should not be paid off for a term of at least
forty years. Disraeli objected that it was unwise to give such
a guarantee, as the “mew gold”’ might reduce interest still
lower. His language was (Parliamentary Debales, vol. 126,
pages 350-1):

“What are the prospects of the rate of interest in this
country ? No one can deny that thecre are new phenomena in
the present day with respect to these subjects. Is there any-
body who can calculate the present amount of the precious
metals in the world, or what it will be in forty, thirty,
twenty, or even ten years hence? The question of terminable
annuities has assumed a very different character in the opin-
ion of the most important thinkers, since the metallic discov-
eries.”

We now know, that in point of fact, the increase of money
from the Australian and California mines, instead of lower-
ing the rate of interest, so stimulated the activities of busi-
ness, that loanable capital has rarely enjoyed a period of
higher remuneration than during the twenty years following
1848. Ernest Seyd, writing in 1868 (Bu/lion, page 513), says :

“Upon this one point all authorities are agreed, to wit,
that the large increase in the supply of gold has given a
universal impetus to trade, commerce and industry.”

In fact, the consequences, although more suddenly realized,
were precisely the same in character as those which followed
the abundance and diminished purchasing power of gold and
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silver after the first opening of the mines on this continent,
in the sixteenth century, of which Mr. R. M. T. Hunter, in a
report ( 1852) to the U. S. Senate, says :

“ Production was stimulated by finding the advantages of
a change in the standard, on its side. Capital too, was bene-
fitted, for new demands were created for it by the new uses
which a general movement in industrial pursuits had devel-
oped ; so that if it lost a little by a change in the standard,
it gained much more in the greater demand for its use,
which added to its capacity for reproduction, and to its real
value.”

The experience of mankind has been uniform, not only that
an increasing amount of money tends to increase the rates of
interest, but that a decreasing amount of money tends to
decrease the rates of interest. It is this last condition of things
which we are witnessing in this country to-day, and have
always witnessed when the currency has undergone contrac-
tion. The English witnessed it at the memorable period of
their resumption of coin payments, in 1821,7 when the same
diminution of the volume of money which depressed prices,
also depressed rates of interest in an equal degree. Alison
( England in 1815 and 1845) says of it:

“There can be no doubt that the reduction of interest
injured the holders of the available capital of the country
nearly as much, in many cases, as the producing classes were
injured by the fall in the money prices of their commodities.
Probably it reduced the income of creditors forty per cent.”

There is no connection between the volume of money and
the rate of interest, if the volume of money be assumed to
be steady. It is only prices which depend on the volume of
money. Interest depends, in the long run, upon the rate of
profit at which capital can be employed. The confusion of
ideas on this subject, arises from not distinguishing between
the chcapness of money in hiring, and the cheapness of it in
procuring it in exchange for property. Money may be very
cheap to hire, and very dear in exchange for other things,
and vice versa. In California, in the first period of the gold
discoveries, when lumber commanded § 1,000 per M., and
flour § 100 per barrel, and when, at the same time, moncy was
loanable at ten per cent. per month, money was high in the
lending markets and low in the merchandise markets. To-
day, in this country and in Europe, it is super-abundant and
low in the lending markets, and deficient and high in the
merchandise markets ; or, in other words, it is cheapto hire,
but dear to buy.

Interest rises, when the volume of money is expanding,
because it is then that production is stimulated by advancing
markets for merchandise. By the reversed operation of the
same principle, interest falls when the volume of money is
shrinking, because it is then that production is curtailed by
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the lowering prices of merchandise. The operation of the
proposed interconvertible bond must, therefore, be, to aggra-
vate, intensify, and prolong the disorders of the currency.
In times like the present, when industry is paralyzed by the
effect of a shrunken and shrinking volume of money, currency
would be invested in a low-interest interconvertible bond, as
the best available use to be made of it, and such investments
would still further contract the currency. In the opposite
condition of things, when prices and interest were both rising
by reason of an enlarging volume of money, that volume
would be still further enlarged by the re-conversion into cur-
rency of the bonds which had been taken and held when the
current rate of interest was low. If human ingenuity had
been charged with the duty of devising a scheme which
should always, under all circumstances, infallibly and auto-
matically, work mischief in its effects upon the currency, and
never, by any possibility, work beneficially, the interconverti-
ble 3.65 bond would, of all known schemes, be the one most
likely to be hit upon. It is based upon the theory, which is
condemned by sound reason, and by uniform experience, that
a falling rate of interest indicates a super-abundant volume
of money, whereas it indicates a decreasing volume of money.
Falling rates of interest and falling prices are inseparable
companions, and a diminishing volume of money causes both.
Still further to diminish the volume of money in such cases,
by the cancellation and destruction of so much of it as can
be attracted into interconvertible bonds, aggravates the dis-
turbing cause, instead of being a remedy for it

In some quarters this inconvertible bond is recommended,
not upon the ground that it will regulate and steady the
volume of a paper currency, but that it will enable the Gov-
ernment to borrow money more cheaply than upon a bond
not interconvertible. That is doubtless a desirable object,
inasmuch as the Government is likely to be a debtor and a
borrower for a long period to come. Nor does it seem to be
an exaggerated claim, that the quality of interconvertibility
is so valuable, that a bond possessing it can be negotiated at
an annual interest rate one and a half per cent. lower than a
bond not possessing it. Indeed, it is quite conceivable that,
with an issue of interconvertible bonds kept within certain
narrow limits as to aggregate amount, the saving of interest
might be even greater than one and a half per cent. per
annum.

During the session of Congress just closed, an advocate of
convertible bonds, in connection with postal savings banks,
said that “all business men, all business institutions, exposed to
unknown and uncertain demands, are compelled to keep a certain
amount of idle cash,” which they would find it “safe and profitable”
to invest in 3.65 interconvertible bonds. That is undoubtedly
true, and in frequent conditions of the money market, even a
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two per cent. bond might be found a “profitadle” employ-
ment for funds otherwise idle. But if the Government shall
continue to furnish one-half of the paper currency of the
country in the form of its own non-interest-bearing notes
( greenbacks ), and especially if, as is highly probable, it shall
decide to furnish the whole of the paper currency in that
form, the change of it into bonds bearing any rate of
interest, however low, would involve a loss to the Govern-
ment of so much. Borrowing on the interconvertible bond
might be cheap, but nothing is so cheap, in the way of bor-
rowing money, as borrowing without any interest at all.

If interconvertible bonds of as low a denomination of one
dollar were issued, the greenbacks would entirely disappear,
except possibly a few which might remain in the National
banks as a part of their reserve of lawful money. A bond,
convertible at will into greenbacks, -would be as readily
accepted in payments and purchases as a National bank note,
which is not a legal tender, and derives its value from the
same convertibility into greenbacks, which the proposed
bond would possess. The entire paper currency would thus
become interest bearing, which would be “safe and profitable”
to the holders of it, but devolve a heavy burden upon the
Treasury, and the holders of the currency could not escape
their proportional share of this burden.

The Government does its whole duty, in respect to its
paper issues, when it makes them “safe.” When it makes the
holding of them *profitable,” it not only does more than its
duty, but does a most mischievous thing. The true idea of
money is, that it is useless when locked up, and can only be
made available when it is parted with. To give to the hold-
ers of it an extra and gratuitous inducement to hoard it, is
precisely the reverse of a sound policy. The holders have
the right to keep it idle, but they should not be bribed to
keep it idle. So long as they will neither loan it to others,
nor employ it themselves in productive industries, they should
not be paid an income on it out of the public Treasury.

Of the resources of visionary quackery, as applied to cur-
rehcy, there seems to be no possible exhaustion. The scheme
of making paper notes convertible into coin, without keeping
an amount of coin on hand equal to the notes, has been con-
demned by all experience since the days of John Law, and
still it flourishes. It has always been a ruinous failure in
England, and we know that it was so in this country. Con-
stant convertibility into bonds is possible, because there is no
end to the power of fabricating bonds, but the mischiefs of
that actual convertibility, although of a different kind, are
quite as great as the mischiefs of a pretended, delusive and
impossible convertibility into coin.

Geo. M. WEesToN.
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ON COMMERCIAL CRISES.

THE GILBART LECTURES ON BANKING, LECTURE 1],

DELIVERED AT KING’S COLLEGE, LONDON (SESSION 1878),
BY PROF. LEONE LEVI.
( Concluied from Fuly No., page 45.)

Ten years passed away in comparative quietness and pros-
perity, during which the Bank Charter legislation was
adopted, which was to render the recurrence of crises all
but impossible, when the crisis of 1846—47 appeared. And
what was the primary cause of that crisis? Mr. Cotton, the
then Governor of the bank, said : “My impression is that
there never was a time when so many parties engaged in
operations so much beyond what they ought to have done
with reference to their capital, as in the year 1847, and when
there was so great a transfer of capital from floating to fixed,
and from business to railways by mercantile men.” “What
really produced a derangement of trade, and stoppage of
transactions in 1847, was the loss of capital and the diversion
of capital to other than trading purposes.” So said Lord
Overstone, then Mr. Jones Lloyd. Judging from the bank
rate of interest current for some time after the passing of the
Bank Charter Act, there must have been great abundance of
capital in the country in 1844 and 1845. From the 7th Sep-
tember, 1844, to the 11th October, 1845, that rate was two
and a half per cent. From that date to the 1st November,
it was three per cent. - Then it rose to three and a half, till
the 29th August, 1846, when it fell again to three, and it was
not till the 2d January 1847, that it rose to four per cent.
And the deposits increased from £ 3,900,000 in 1841, to
£ 9,500,000 in 1845. Unfortunately, however, the year 1845
was a year of great railway, cotton, and iron speculation, fol-
lowed in 1846 by a bad harvest, and the destruction of the
greater part of the potato crop, which required an importa-
tion of grain to the extent of £ 30,000,000. The heavy
import of grain in 1846, and the prospect of a good harvest,
changed the aspect of Mark Lane, and produced a sudden
reaction in prices, which led to many failures, prominent
among them being that of an eminent discount house having
a large country connection. Other failures followed ; credit
became affected ; large banks stopped payment; money was
hoarded to a considerable extent. Never was there such a
distrust and prostration in the commercial world as at that
period. The Bank of England, seeing its bullion and reserve
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diminishing, with extraordinary anxiety, raised the rate
of interest to five and five and a half. And when, in
the week ended 23d October, the deposits were reduced to
£ 13,347,000, and the note reserve had fallen to £ 1,547,000,
the directors, deluged with demands for accommodation,
asked the Government to relieve them from the incubus of
the Bank Charter Act. The Government trusting upon
receiving the necessary Parliamentary indemnity, did not
hesitate to suspend the operation of the Act. Only, as a
measure of prudence, they suggested to the directors of the
bank that, whilst enlarging the amount of their advances and
discounts upon approved security, they should endeavor to
restrain the operations within reasonable limits, by charging
a higher rate of interest, which, under the circumstances,
should not, they thought, be less than eight per cent. The
Government letter had considerable influence in removing the
apprehension and panic, and thenceforth confidence gradu-
ally returned. No infringement of the Act actually took
place. What was really wanted was the knowledge that
accommodation could, and would, be had, if required, and
the letter having proved sufficient to allay any further fear
in that direction, trade resumed its wonted course.

SYNOPSIS OF THE CRISIS, 1847.

Total amount Rate of Am't
of bills dis- interest of
Date. Circulation. Bullion. Reserve. counted. per cent.export.

Feb. 27, 1841 . £16,411,000 . £ 4,400,000 . £5 .£515
Aug. 31, 1841 . 17,530,000 . 4,800,000 . _ _ . 5 . -
Feb. 28,1842 . 17,013,000 . 6,300,000 . _ —_ 4 47.3
Aug. 31, 1842 . 20,071,000 . 9,800,000 . —_— —_ 5 —_
Feb. 28, 1843 . 20,284,000 . 11,100,000 . _ —_— 4 52.2
Aug. 31,1843 . 19,339,000 . 12,300,000 . —_— e 4 —
Feb. 29, 1844 . 21,148,000 . 16,200,000 . . —_ . 4 58.5
Aug. 31, 1844 . 20,480,000 . 15,315,000 .£ 7,732,000 .£ 2,141,000 . 4 . —
Feb. 22, 1845 . 19,802,000 . 15,253.000 . 8,889,000, 2,422,000 . 3% . 6o.

Aug. 30, 1845 . 21,050,000 . 15,502,000 . 7,959,000 . 4,445,000 . 2})3. —
Feb. 28,1846 . 20,921,000 . 13,776,000 . 6,691,000 . 13,137,000 . 3% . 57.7
Aug. 29, 1846 . 20,426,000 . 16,366,000 . 9,450,000 . 6,067,000 . 3 . —
Feb. 27, 1847 . 19,330,000 . 12,045,000 . 6,017,000 . 8,879,000 . 4 . 58.8
Aug. 28, 1847 . 18,236,000 . 9,146,000 . 4,330,000 . 9,163,000 . 5% . —
Oct. 2,1847 . 18,712,000 . 8,565,000 . 3,400,000 . 10,399,000 . 5 . —
Oct. 9, 1847 . 18,640,000 . 8,409,000 . 3,322,000 . 10,978,000 . § . —
Oct. 16, 1847 . 19,360,000 . 8,431,000 . 2,630,000 . 11,007,000 . 53 . —
Oct. 23,1847 . 20,318,000 . 8,313,000 . 1,547,000 . 12,492,000 . 8 . —

The panic of 1847 gave place to a period of calm and
steady revival. The bank rate of interest, which, in October,
1847, was raised to eight per cent., gradually fell to six, four,
and three per cent.,, and at the end of 1849, it was as low as
two and a half per cent. Everything was bright in those
days. The reserve at the bank was large. The bullion
abundant. The deposits rapidly increasing. In 1852 the dis-
covery of gold in California and Australia, caused an
immense sensation. The precious metals were never so
abundant, and the most extraordinary theories were formed
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of the possible effect of such discoveries on the monetary
standards, on prices, values, annuities, and on everything
valued in gold. The fever was, indeed, at its height, when
Mr. Gladstone was encouraged to propose the conversion of
a considerable amount of three-per-cent. stock into a two
and a half per cent. And we may well imagine that such
an overflow of the precious metals would give considerable
stimulus to commerce and enterprise. That was evidently the
time for action. Undertakings, which had been for years
dormant, now awakened to a new life. Extensive lines of
railways were projected, and actively commenced. Trade was
prospering, and all continued to be in a most promising con-
dition when the apparently unbounded prosperity was sud-
denly checked by the war with Russia in 1854, which
entailed an enormous expenditure, and by a large export of
silver to India, the result partly of railway expenditure in
that country, and partly also of the adverse balance of trade
between England and China. At this juncture a terrific
storm approached from the other hemisphere, announcing the
wreck of many public companies, and the suspension of many
banks, and of some of the largest mercantile houses. And
when to these occurrences there were added the mutiny in
India, which required a still greater export of treasure, and
introduced a new element of disquiet and anxiety, we may
well imagine that the condition of commerce and finance
became critical in the extreme. Once more the rate of
interest rose very high. During the years 1855 and 1856, the
rate reached six and seven per cent. But matters were fast
approaching towards a crisis. In the week ending 11th
November, 1857, the Bank of England accounts became
alarming, the reserve of notes having been reduced to
£ 1,461,000, the bullion being reduced to £ 7,171,000, and the
amount of bills discounted having increased in a very short
time from £ 8,000,000 to £ 13,000,000. Under such circum-
stances, the directors felt themselves under the necessity of
once more asking the State to extricate them from the diffi-
culty, and forthwith a Government letter was issued on the
12th November, authorizing the directors to exceed the
limits of their circulation, if needful, beyond the prescribed
amount. The suspension of the Bank Charter Act, in 1847
and 1857, differed in this, that, whereas, in 1847, it was not
found necessary for the directors to avail themselves of the
permission, the necessity in this instance actually arose, and
an issue to the extent of £ 2,000,000 beyond the legal issue,
was made to the Banking Department. (Sec ZTabdle next page.)

The crisis over, once more to the storm succeeded a calm,
and not a year elapsed when the great majority of traders,
having forgotton the sufferings of 1857, were once more
basking under the sunshine of a two and a half per cent.
interest. The deposits at the chief Joint-Stock Banks which
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SYNOPSIS OF THE CRISIS, 1857,
Rate Deposits
Reserve of Bills dis- of imchief Ex-
Date. Circmlation. Bullion. motes and coim. counted. imterest, bamks. ports.

£ £ £ £
Feb. 23, 1850 » 18,902,000 . 17,120,000 . 12,233,000 . 2,388,000 . 214 . 11,900. 714

Aug. 31, 1850 . 19,962,000 . 16,770,000 . 11,086,000 . 2,603,000 . 4 .

. 22, 1851 . 18,713,000 . 14,436,000 . 9,722,000 . 4,115,000 . 3 . 14,700 . —
Aug. 30, 1851 . 19,716,000 . 14,362,000 . 8,6450c0 . 5,393,000 . 2 . — . 74.4
Feb. 28, 1852 . 20,523,000 . 19,239,000 . 12,714,000 . 3,245,000 . 2 . 17,400 . 78.0
Aug. 28, 1852 . 27,620,000 . 21,914,000 . 13,292,000 . 2,716,000 . 3 . — . —
Feb. 26, 1853 . 21,990,000 . . 18,191,000 . 10,200,c00 . §5,845.000 . 3% . 21,300 . 99.0
Aug. 27, 1853 . 22,776,000 . 16,063,000 . 8,186,000 . 5,457,000 . § . — . —
Feb. 25, 1854 . 21,690,000 . 16,286,000 . 8,386,000 . 5,049,000 . 5§ .25,600. 97.2
Aug. 26, 1854 . 20,018,000 . 13,635,000 . 7,587,000 . 6,319000 . § . — . —
Feb. 24, 1855 . 19,062,000 . 13,045,000 . 7,982,000 . 6,066,000 . 334 .28,300. 95.7
Aug. 25, 1855 . 20,042,000 . 15,546,000 . 9,503,000 . 5,751,000 . 5} . — . —
Feb. 23, 1856 . 18,541,000 . 10,575,000 . 6,509,000 . 8,883,000 . 45 . 33,000 . 115.8
Aug. 30, 1856 . 20,124,000 . 12,387,000 . 6,736,000 . 4,446,000 . 6 -

-
N
N
(]

NN

Feb. 28, 1857 . 18,597,000 . 10,344,000 . 6,222,000 . 8,859,000 . 54 .37,
Aug. 29, 1857 . 19,324,000 . 11,301,000 . 6,650,000 . 7,803,000 . 8 .
Oct. 24, 1857 . 19,766,000 . 9,370,000 . 4,077,000 . 9,636,000 . 8
Oct. 31, 1857 . 20,373,000 . 8,732,000 . 2,804,000 . 11,105,000 . 8
. Nov. 4, 1857 . 20,267,000 . 8,498,000 . 2,705,000 . 11,439,000 . IO
Nov. 11, 1857 . 20,183,000 . 7,171,000 . 1,461,000 . 13,233,000 . IO
Nov. 18, 1857 . 21,406,000 . 6,484,000 . 1,552,000 . 16,003,000 . 10
Nov. 25, 1857 . 21,340,000 . 7,264,000 . 2,397,000 . 17,376,000 . IO
2, 1857 . 21,102,000 . 7,356,000 . 2.728,000 . 17,788,000 . 10

NRRRRRREY

in 1859 amounted to £ 39,000,000, rose in 1864 to £ 91,000,000,
and it was not long, indeed, before trade revived, and com-
merce increased in an unprecedented ratio. The introduction
of limited liability in Joint-Stock Companies in 1856, and
still more extensively by subsequent acts, greatly encouraged
speculation. In a comparatively short time a large number
of companies were formed : seventeen banking companies with
a nominal capital of £ 25,000,000 ; twenty-eight financial and
discount companies, with a capital of £ 49,000,000; nine
insurance companies, with a capital of £ 7,000,000; twenty-
four shipping companies, with a capital of £ 20,000,000 ;
eighteen hotel companies, and many more for miscellaneous
purposes, involving a subscribed capital of some £ 140,000,000,
The new banks, connected with Italy, Egypt, Austria, Sweden,
Brazil, Portugal, Turkey, China, Mexico, Venezuela, India,
and other parts, pledged their credit for the promotion of
large undertakings all over the world. And finance com-
panies entered into the new business of financing, the work-
ing of which was singular. Contractors for all kinds of pub-
lic works, requiring millions of capital, had only to go to
such finance companies, and on payment of a heavy bonus,
they were fornished with money in the shape of bills drawn
by themselves and accepted by the companies; bills, however,
understood not to be paid on maturity, but to be renewed
from time to time, for years to come, till the works were
completed. Some such finance companies realized, doubtless,
large profits by the business, and could declare large divi-
dends, but in time, a mass of bills, bonds, and other docu-
ments, was put into circulation which could not fail to pro-
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duce disasters. At last the day of reckoning came, the mem-
orable second Friday in May, 1866, when the failure of the
long-known and highly-credited house of Overend, Gurney &
Co. —only recently converted into a limited-liability company—
came to grief. Then many other bankruptcies followed, and
credit was, for a time, utterly demolished. The Zimes, of May
12, chronicled the state of matters in the following manner :
“The doors of the most respectable banking houses were
besieged, more, perhaps, by a mob actuated by the strange
sympathy which makes and keeps a mob together than by
creditors of the bank; and throngs, heaving and tumbling
about Lombard Street, made that narrow thoroughfare
impassable. The excitement on all sides was such as has
not been witnessed since the great crisis of 1825, if, indeed,
the memory of the few survivors who shared that panic, can
be trusted, when they compared it with the madness of yes-
terday. Nothing had happened since the day before to jus-
tify such a fear as was everywhere shown. Rumor, however,
like the false woman in the Laureate’s legend, ‘ran riot
among the noblest names,” and left no .reputation unassailed.
Each man exaggerated the suspicion of his neighbor; and
until a report, at that time unfounded, was circulated in the
afternoon, that the Government had authorized the bank
directors to issue to the extent of five millions beyond the
limit imposed by the Bank Charter Act, it seemed as if the
fear and distrust of the commercial world had suddenly
become boundless.” The position of the Bank of England,
under such circumstances, was difficult and critical in the
extreme. In the week ended 16th May, 1866, its reserves
being reduced to 4 731,000, and its discounts having risen
beyond all precedents, the directors were once again con-
strained to resort to Government for power to depart from
the stringent regulations of the Bank Charter Act, and once
again that power was granted.

SYNOPSIS OF THE CRISIS, 1866.

Deposits
Bills dis- Interest.in chief Ex-
Date. Circulation. Bullion. Reserve. counted. per cent. banks. ports.
£ £ £ £

1862 . _ . _— . — . _ . = . — .1239
1863—Feb. 25 . 19,117,000 . 14,614,000 . 9,253,000 . 7,066,000 . 4 . 54,000 . 146.6
Aug. 26 . 20,993,000 . 15,309,000 . 8,141,000 . 6,716,000 . 4 . — . —
1864—Feb. 24 . 19,675,000 . 13,819,000 . 8,028,000 . 7,807,000 . g . 67,000 . 160.4
Aug. 31 . 20,738,000 . 12,980,000 . 6,142,000 . 9,141,000 . R
1865—Feb. 22 . 19,659,000 . 14,600,000 . 8,254,000 . 7,950,000 . § . 67,000 . 165.8
Aug. 30 . 21,598,000 . 14,490,000 . 6,618,000 . 9818000 . 4 . — , —
1866—Feb. 28 . 20,768,000 . 13,967,000 . 7,345,000 . 7,253,000 . 7 . 69,000 . 188.9
May 2 . 22,873,000. 13,509,000 . 4,839,000 . 8,834,000 . 6 . — . —

May 9 . 22,345,000 . 13,156,000 . 4,950,000 . 9,249,000 . 7 8. — —

May 16 . 26,121,000 . 12,324,000 . 731,000 . 13,831,000 . 910. — , =

May 23 . 25,469,000 . 11,858,000 . 831,000 . 14,501,000 .10 . — —

May 30 . 26,019,000 . 11,879,000 . 415,000 . 16,513,000 . IO - . =

June 6 . 25,453,000 . 13,379,000 . 2,167,000 . 16,003,000 . 10 - . -

Nor did the crisis end on this occasion with the relaxation
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of the Act.- The wound was deeper and more inveterate.
In 1847, the minimum rate of eight per cent. continued for
twenty-eight days only. In 1857, the minimum rate of ten
per cent. lasted forty-five days. In 1866, the minimum rate
of ten per cent. lasted eighty-eight days. The disproportion
also between the assets and liabilities of the banking depart-
ment of the Bank of England was greater in 1866 than ever
it was. Taking the public and private deposits, and the
seven days’ bills as liabilities, and the notes in the banking
department and coin reserves as the assets, we find that in
the week ended 16th October, 1847, with a liability of
A4 15,074,000, the assets were £ 3,071,010, Or twenty per cent.
In the week ended 12th November, 1857, with liabilities
amounting to £ 19,103,000, the assets amounted to £ 1,462,000,
or seven and a half per cent. And in the week ended 16th
May, 1866, with liabilities amounting to £ 25,090,000, the
assets were £ 6,200,000, or only four and three quarters per
cent. So intense and extended was the alarm in 1866, that
Lord Clarendon, then Minister of Foreign Affairs, felt it
proper to send a circular to British Ministers abroad, explain-
ing that the trade of the country was based on sound prin-
ciples, that the panic was but temporary, and that there was
nothing peculiar in the condition of British banking and
finance to occasion or justify any reasonable anxiety either in
the country or abroad.

Since. the crisis of 1866, the increase of capital has been
great, and up to 1873, commerce and production made enor-
mous progress. A turn has since taken place, and for some
time past we have been suffering from a heavy depression of
trade, all the more remarkable after so great excitement.
Yet the transition from extreme buoyancy to extreme depres-
sion has not, happily, been attended with any crisis, and
there is every appearance that we may ere long experience a
steady improvement without any further derangement. It has
not been so, however, in other countries, for New York had
its Black Friday in September, 1869, occasioned by the
failure of a powerful combination, the Gold Ring, and also
by an excess of railway speculation. Germany and Austria
have, as we have seen, experienced a severe crisis in 1873,
and other countries have suffered in an equal manner.

Strong opinions have been held and expressed by persons
of high eminence, that commercial crises, if not originating,
are greatly fed and animated by the abuse of credit,
especially in the shape of an over issue of notes; and on this
ground, to a large extent, Sir Robert Peel’s Bank Charter
Act was defended. Now, if the main events connected with
the crises of 1826, 1837, 1847, 1857, and 1866, be studied,
especially in chronological order, it will be seen that the pre-
disposing cause of every one of them has been a rash spirit
of adventure, created under the influence of successful oper-
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ations and large -accumulations of capital. Here and there
abuse of credit, and want of prudential restraints, may have
had their evil influence. But only in a few cases any tempo-
rary excess of issue of notes can be traced, and then subse-
quent and not antecedent to the occurrence of the crisis.
Admitting, however, that abuse of credit plays a considerable
part in such crises, can any remedy be effectual which is
directed solely upon the issue of notes? The sudden increase
or withdrawal of deposits is of far greater magnitude now
than any expansion or contraction of the currency.

Since the Bank Charter Act was passed, the mode of busi-
ness has been in a great measure altered. But the main
cause for the occurrence of commercial crises—the sudden
realization of an insufficiency of capital to meet present
demands—remains as operative as ever. And any legislation
which 'hinders the easy removal of the panic must prove
oppressive and eventually inoperative. Great was the expec-
tation entertained of the working of the Bank Charter Act.
Lord Overstone apologized for its introduction, and defended
its principles in a most fervent manger. “Under the system
which existed before that Act, the bank had the power of
making unlimited issues, and that power only ceased when
their gold was absolutely exhausted. This being the case, a
drain of gold in its earliest stages attracted little or no atten-
tion on the part either of the public or of the bankers. All
went on notwithstanding; there was no consciousness of
decrease in the power of commanding bank notes. Credit,
confidence, speculation, remained unaffected, until the gold
was reduced to a very low amount. Then arose a sudden
alarm for the safety of our specie payments; every strange
resource was invoked in the last extremity to obviate the
evil; a parcel of old discarded one-pound notes was drawn
from a refuse cellar in 1825; the assistance of the Bank of
France was ignominiously sought in 1857; and thus the last
extremity, the actual failure to pay gold, was narrowly
avoided. To prevent the recurrence of this state of things,
the bill of 1844 was passed. The uninterrupted continuance
of confidence and credit during the continuous drain of gold
—the expansion of banking accommodation in the face of
decreasing treasure—the only safe measure of that accommo-
dation—the exhaustion of the bullion reserve, unaccompanied
by any protective measure—the imminent danger of final
insolvency by the bank—the discreditable expedients neces-
sary to obviate the danger—the sudden severe and universal
alarm and pressure must not be permitted again to return.
Such was the wise and manly decision of the public, and for
this purpose the provisions of the bill of 1844 were resorted
to.” Have these anticipations been fulfilled? Let the events
of 1847, 1857, and 1866, answer. In the opinion of the Com-
mittee of the House of Lords, the Bank Charter Act did not
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prevent the recurrence of cycles of commercial excitement
and depression—did not put a check on improvident specula-
tion, did not prove a security against violent fluctuations in
the value of money, did not lessen the degree and extent of
commercial failures. On the contrary, whilst inoperative in
times of prosperity, it has undoubtedly aggravated the evil of
panic and alarm in times of difficulty ; it has utterly failed
to prevent, by early and gradual means, severe and sudden
contraction of the currency and the panic and confusion
inseparable from it. If it did not prove more mischievous, it
is because the present system of payments by cheques, the
working of the Clearing House, and the immense expansion
of the amount of deposits in all the banks, have completely
thrown into the shade the circulation of bank notes, and all
the measures regulating their issues; and it is because com-
merce and banking have altogether outlived the dependence
of the nation on the issue of notes.

It is idle to expect that by any law whatever, we can pre-
vent the alternation of buoyancy and depression in trade, the
effects of sudden derangements in the natural laws of supply
and demand, or of war, or revolutions, or mutinies, or the
many changes in the usual methods of investment. What is
required, is a sober judgment among mercantile men as to
the limits of their own power in matters connected with the
investment of capital. Let them see that they do not become
the victims of that abberration of mind which from time to
time brought the commerce of the country into a vortex of
disasters, and all is safe. As to bankers, they ought to feel
the responsibility of their acts both in animating foolish trust
and contributing to universal alarm. Let them pursue a
uniform course, in trusting only those who are worthy of
trust. Let them carefully discriminate the character, the real
worth, of the parties whom they assist, and have an eye, too,
to the nature of the operations which they are called indi-
rectly, it may be, to foster, and they will save themselves a
world of criticism as well as much public censure. Gentle-
men, a crisis is a serious misfortune. It is the Asiatic cholera
of the commercial world, and it is epidemic, contagious. We.
have found that zymotic diseases are, after all, preventible ;
that by pure air, pure water, and cleanliness, we can say to
this scourge, Depart. Equally so in matters of commercial
crises. Let there be proper adherence to sound maxims of
economic laws. Let there be due exercise of caution in
maintaining a proper balance between the available capital
and the amount of commercial investments. And let us not
hesitate to abolish any laws which fetter the natural course
of trade, and involve the operations of bankers and mer-
chants, and we may be able to say to such crises, Depart ; or,
in any case, their action will not touch you. Well protected
by prudence and caution, you will be able to’ continue in your
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own course of business with calm and imperturbable front,
and even if a cloud should for a time obscure your horizon,
it will only make the sunshine around you more grateful and
enduring.

THE RAILROADS OF THE UNITED STATES IN 1877.

The Manual of the Railroads of the United States for 1878 is
the eleventh annual number which the Messrs. Poor have
presented to the public. It contains some new features which
add to its usefulness. For the first time the railroads of
each State are grouped together. Preceding these statements
are tables, giving the names of the roads, the mileage in
each State, and the total mileage of each road. The fullness
and value of the reports made by the several companies
increase year by year. From the introduction to this stand-
ard work, we derive the following summary:

The depression of the three previous years still continues.
Not only has there been a considerable decline in the con-
struction of railroads, but the earnings also show a larger
relative decrease than at any period since the first publication
of the Manual. The number of miles of railroad opened
during the year 1877 was 2,177, against 2,657 for 1876, 1,758
miles for 1875, and 2,305 miles for 1874. The largest num-
ber of miles built has been in New York and Pennsylvania,
and in narrow-gauge lines in Ohio, Iowa and Texas. No
new lines of any considerable magnitude have been under-
taken. The tables which follow will show in what sections
there has been any considerable increase.

The gross earnings of all the roads whose operations have
been reported, have equaled § 472,909,272 against $ 497,257,959
for 1876 and $503,065,505 for 1875. The general result of
the operations of our railroads for the last seven years is
shown in the following statement: '

.MILES OF RAILROAD, CAPITAL ACCOUNT, EARNINGS, ETC., FOR
SEVEN YEARS.

- - Earnings. -
Miles  Capital and From pas- Dividends
Year.operated. Funded debt. Gross. Net, From freight. semgers. paid.
H H H H] H H

1877 . 74,112 . 4,568,507,248 . 472,909,272 . 170,976,697 . 342,859,222 . 130,050,050 . 58,556,312
1876 . 73,508 . 4,468,501,935 . 497,257,959 . 186,452,752 . 301,137,376 . 136,120,5¥3 . 68,039,668
1875 . 71,759 - 4:415,631,630 . 503,005,505 . 185,506,438 . 363,900,234 . 139,105,271 . 74,294,208
1874 . 69,273 . 4,221,703,594 . 520,460,016 . 189,570,058 . 379,466,935 . 140,999,081 . 67,042,942
1873 . 606,237 . 2,784,543,034 . 526,419,935 . 183,810,562 . 389,035,508 . 137,384.427 . 67,120.709
1872 . 57,323 . 3,159,423,057 . 405,241,055 . 165,754,373 . 340,931,785 . 132,309,270 , 64,418,157
1871 . 44,614 . 2,604,627,645 . 403,329,208 . 141,746,404 . 294,430,322 . 108,898,886 . 56,456,681

It will be seen by the above that the gross earnings have
fallen off § 24,348,687, and the net earnings $15,476,055, as
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